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DEPARTMENTS  OF  COMMERCE,  JUSTICE,  AND 
STATE,  THE  JUDICIARY,  AND  RELATED 
AGENCIES  APPROPRIATIONS  FOR  FISCAL 
YEAR  1995 


TUESDAY,  MARCH  1,  1994 

U.S.  Senate, 

Subcommittee  of  the  Committee  on  Appropriations, 

Washington,  DC. 

The  subcommittee  met  at  10:03  a.m.,  in  room  S-146,  the  Capitol, 
Hon.  Ernest  F.  Hollings  (chairman)  presiding. 

Present:  Senators  Hollings  and  Domenici. 

EXECUTIVE  OFFICE  OF  THE  PRESIDENT 

Office  of  the  U.S.  Trade  Representative 

STATEMENT  OF  AMB.  MICHAEL  KANTOR,  U.S.  TRADE  REPRESENTA¬ 
TIVE 


PREPARED  statement 

Senator  Hollings.  The  subcommittee  will  come  to  order.  Senator 
Domenici,  our  ranking  member,  has  an  Energy  Committee  hearing, 
and  expect  him  to  be  here  momentarily. 

Today  we  begin  our  review  of  the  President’s  fiscal  year  1995 
budget  by  looking  at  the  budget  requests  for  the  U.S.  Trade  Rep¬ 
resentative  and  the  Small  Business  Administration. 

Let  me  first  welcome  Ambassador  Mickey  Kantor  to  discuss  the 
request  for  the  Office  of  the  U.S.  Trade  Representative  [USTR]  for 
fiscal  year  1995.  The  President  has  proposed  a  $21  million  budget 
for  the  USTR  organization  for  fiscal  year  1995. 

Mr.  Ambassador,  your  statement  in  its  entirety  will  be  included 
in  the  record,  and  you  can  deliver  it  or  highlight  it  as  you  wish. 

Ambassador  Kantor.  Thank  you,  Mr.  Chairman.  I  appreciate 
that.  With  your  permission,  I  would  like  to  just  highlight  the  state¬ 
ment  and  save  the  committee  time. 

Senator  Hollings.  All  right.  Good. 

Ambassador  Kantor.  I  will  submit,  obviously,  the  entire  state¬ 
ment  for  the  record. 

[The  statement  follows:] 

Statement  of  Ambassador  Michael  Kantor 

Mr.  Chairman,  I  appreciate  your  invitation  to  appear  before  you  to  present  the 
fisial  year  1995  appropriation  request  for  the  Office  of  the  United  States  Trade  Rep- 
lesentative. 
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It  has  bev^n  nearly  one  year  since  I  first  testified  before  the  Subcommittee.  This 
morning,  I  would  like  to  describe  some  of  what  we  accomplished  last  year — and  the 
important  tasks  that  lie  ahead. 


1993  ACCOMPLISHMENTS 

Mr.  Chairman,  last  year  the  United  States  enjoyed  the  most  successful — and  im¬ 
portant — year  in  trade  in  our  history. 

In  one  year,  President  Clinton  acnieved  the  main  goals  of  his  1993  trade  agenda. 
His  Administration  accomplished  the  following: 

— ^Afler  years  of  gridlock,  we  concluded  the  Uru^ay  Round,  the  broadest,  most 
comprehensive  trade  a^ement  in  history,  which  will  stimulate  the  U.S.  and 
the  global  economy,  and  create  a  new  organization — the  World  Trade  Organiza¬ 
tion — ^that  will  support  a  fair  global  trading  system  into  the  next  century; 

— We  negotiated  supplemental  agreements  to  the  North  American  Free  Trade 
Agreement  (NAPTA)  and  saw  its  approval  by  Confess; 

— At  the  G-7  Summit  in  Tokyo  in  July,  the  President  reached  a  market  access 
agreement  with  the  “Quad”  nations — the  European  Community,  Japan,  Canada, 
and  the  United  States— which  provided  a  jump-start  for  the  Uruguay  Round, 
and  agreed  to  establish  with  Japan  the  Framework  for  a  New  Economic  Part¬ 
nership  to  achieve  reform  in  Japan’s  economy,  open  the  Japanese  market  and 
correct  macroeconomic  imbalances  which  inhibit  global  growth  and  prosperity; 

— President  Clinton  led  a  successful  meeting  of  Asian  nations — the  fastest  grow¬ 
ing  economic  region  on  earth — in  Seattle,  and  culminating  a  year  of  U.S.  leader¬ 
ship  of  the  Asia-Pacific  Economic  Cooperation,  which  will  lead  to  expanded 
trade  in  the  region; 

— We  negotiated  key  agreements  which  opened  previously  closed  markets  to  U.S. 
companies — a  heavy  electrical  equipment  agreement  with  Europe,  a  construc¬ 
tion  agreement  with  Japan,  and  a  telecommunications  agreement  with  Korea — 
which  represent  a  further  step  in  our  effort  to  create  jobs  and  foster  growth; 
and 

— ^We  negotiated  dozens  of  bilateral  agreements  with  countries  from  Cypms  to 
Venezuela  that  help  ensure  U.S.  workers  and  companies  can  compete  fairly  in 
the  global  economy. 

By  leading  the  effort  to  open  markets  abroad  and  expand  trade,  the  President  has 
laid  the  foundation  for  prosperity  into  the  next  century.  As  a  nation  increasingly 
interdependent  with  the  global  economy,  the  ability  of  the  United  States  to  expand 
trading  opportunities  is  essential  to  the  economic  health  of  our  nation.  His  presi¬ 
dency  is  committed  to  reviving  the  American  Dream,  and  these  steps  are  integral 
to  that  effort. 


FISCAL  YEAR  1994  AND  FISCAL  YEAR  1995  AGENDA 

This  year  and  the  next  will  be  every  bit  as  challenging  as  1993.  What  we  do  in 
the  coming  months  may  be  less  visible  than  what  we  did  last  year,  but  it  is  just 
as  important  and  will  take  the  same  commitment  of  resources.  We  need  to  build  on 
the  momentum  gained,  and  take  advantage  of  the  great  opportunities  we  face.  Let 
me  share  with  you  our  agenda. 

Uruguay  Round 

The  Uruguay  Round  agreement  reached  in  December  by  no  means  ends  the  work 
we  must  do.  Several  critical  tasks  lie  ahead.  First,  after  we  work  with  the  Congress 
to  ratify  the  Uruguay  Round  this  year,  we  must  get  the  new  world  trade  organiza¬ 
tion  up  and  running. 

Second,  we  have  a  golden  opportunity  to  negotiate  market  access  with  countries 
seeking  accession  to  the  WTO,  including  China,  Taiwan,  Saudi  Arabia  and  many  of 
the  new  republics  from  the  former  Soviet  Union. 

And  third,  we  want  to  look  at  a  new  agenda  in  trade,  which  should  be  fostered 
by  the  new  World  Trade  Organization,  but  needs  to  be  sustained  through  bilateral 
and  regional  alliances  as  we  build  toward  a  truly  world  trading  system.  We  also 
need  to  build  on  an  effective  dispute  settlement  mechanism  in  the  WTO  and  make 
sure  the  United  States  government  ensures  that  this  mechanism  works  and  works 
well. 

Japan 

As  you  know,  on  February  11,  President  Clinton  announced  that  we  had  been  un¬ 
able  to  conclude  negotiations  with  Japan  on  four  new  trade  agreements  called  for 
under  the  joint  statement  on  the  United  States-Japan  framework  for  new  economic 
framework  of  July  1993.  The  announcement  followed  six  months  of  intensive  nego¬ 
tiations. 
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Under  the  Framework,  we  had  a^eed  with  the  Government  of  Japan  to  pursue 
trade  agreements  which  would  lead  to  “tangible  results”,  results  which  would  be 
measurable  through  the  use  of  “objective  criteria”.  In  the  end,  the  Japanese  would 
not  follow  through  on  incorporating  these  key  principles  in  a  meaningful  way.  For 
our  part,  we  declined  to  conclude  agreements  without  these  principles,  out  of  con¬ 
cern  that  any  such  agreements  would  be  cosmetic  and  fail  to  lead  to  real  change 
in  the  Japanese  market.  Too  many  of  our  past  trade  agreements  have  fallen  into 
this  pattern. 

At  present,  we  are  assessing  the  appropriateness  of  the  Framework  in  serving  as 
the  primary  forum  for  addressing  our  trade  policy  concerns  with  Japan.  We  are  also 
examining  other  options,  including  those  provided  by  Congress  under  the  Trade 
Law. 

Subsequent  to  impasse  in  the  Framework  talks,  but  relevant  to  our  concerns 
about  the  efficacy  of  past  agreements,  USTR  on  February  15  announced  a  deter¬ 
mination  under  section  1377  of  the  Omnibus  Trade  and  Competitiveness  Act  of  1988 
that  Japan  had  not  complied  with  a  1989  agreement  to  open  its  cellular  telephone 
market  to  foreign  manufacturers.  This  action  resulted  from  a  clear-cut  failure  of 
Japan  to  live  up  to  a  series  of  agreements  dating  back  to  1986  and  span  two  trade 
agreements  and  a  commercial  understanding.  We  are  now  in  the  process  of  drawing 
up  a  list  of  Japanese  products  on  which  to  levy  sanctions  in  the  wake  of  the  deter¬ 
mination. 

China 

In  China,  we  have  a  market  access  agreement  that  is  working  in  some  respects. 
They  are  lifting  quantitative  barriers  on  about  256  items  and  goods,  but  they  are 
not  opening  up  in  agriculture  as  fast  as  we  would  like.  Last  month,  we  reached  a 
textile  agreement  with  the  Chinese  and  we  need  to  make  sure  that  this  is  enforced, 
to  stop  Ae  transshipment  of  textiles  and  apparel,  circumventing  both  U.S.  law  and 
international  law.  China  wants  GATT  accession  and  in  order  to  achieve  that  the 
Chinese  need  to  work  with  the  United  States  and  others  to  make  sure  they  are  ad¬ 
hering  to  world  trade  regimes. 

Latin  America 

There  is  no  greater  opportunity  we  have  than  in  Latin  America,  the  second  fastest 
growing  economic  region  in  the  world.  It  is  the  one  region  in  the  world  where  we 
have  a  large  trade  surplus  because  they  are  importing  huge  amounts  of  capital  and 
other  goods  in  order  to  build  their  industries  and  their  economies. 

That  is  important  for  us  as  we  try  to  build  on  to  the  NAFTA.  We  will  use  a  “build¬ 
ing  block”  approach,  using  bilateral  agreements  as  well  as  the  NAFTA,  to  try  to 
build  an  expanded  trade  zone  in  the  hemisphere. 

It  is  incredibly  important  that  we  not  rest  on  our  laurels  with  the  NAFTA,  and 
that  we  not  forget  that  living  south  of  Mexico  are  about  320  million  people  in  the 
second  fastest  growing  economic  region  in  the  world. 

European  Union 

We  have  a  number  of  items  on  the  agenda  with  the  European  Union,  but  given 
our  agreement  in  the  Uruguay  Round,  our  relations  with  the  European  Union  have 
never  been  better  in  the  area  of  trade.  We  have  issues — such  as  the  broadcast  direc¬ 
tive  and  opening  up  the  telecommunications  market,  which  is  about  $20  billion  a 
year — which  we  will  address. 

Generalized  System  of  Preferences 

We  plan  to  seek  legislative  renewal  of  the  successful  Generalized  System  of  Pref¬ 
erences  program.  Authority  for  GSP  ends  on  September  30,  1994,  and  we  will  pro¬ 
pose  an  extension  that  expands  benefits  for  the  least  developed  countries,  while  re¬ 
taining  conditionality  and  lowering  the  thresholds  for  product  and  country  renewal 
for  other  beneficiaries. 

APEC 

Through  fiscal  year  1995  and  beyond,  we  will  also  build  on  our  success  from 
APEC— She  Asia  Pacific  Economic  Cooperation.  Asia  is  not  just  Japan  and  China. 
It  is  the  ASEAN  nations,  New  Zealand,  Australia,  Korea  and  Hong  Kong.  Collec¬ 
tively,  APEC  countries  are  the  fastest  growing  economies  in  the  world.  With  the  Se¬ 
attle  summit  last  year,  we  set  up  a  good  trade  and  investment  framework  with  the 
APEC,  but  we  need  to  extend  that  framework  even  further. 
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Other  Agenda  haues 

As  we  negotiate  bilaterally  and  multilaterally  to  open  new  markets  and  eliminate 
trade  barriers,  we  will  also  work  hard  for  a  better  en\ironment,  for  better  workers’ 
rights  and  enhanced  labor  standards. 

International  trade  does  not  occur  in  a  vacuum.  Trade  is  no  longer  just  about 
lower  tariffs.  Trade  affects  the  environment,  labor  standards,  and  human  rights. 
.Competition  policies  which  effectively  block  U.S.  exports  have  an  impact  on  trade. 
Through  fiscal  year  1995  and  into  the  future,  we  are  going  to  have  to  look  at  all 
of  these  issues,  as  well  as  continuing  trade  issues  like  investment,  intellectual  prop¬ 
erty  and  illicit  payments.  As  we  negotiate  trade  agreements  and  work  through  the 
newly  established  World  Trade  Organization  and  the  OECD,  we  will  work  for  im¬ 
provements  in  each  of  these  areas. 

Fiscal  Year  1995  Budget  Request 

As  you  can  see,  fiscal  years  1994  and  1995  are  demanding  times  for  USTR.  This 
is  a  \ntally  important  period  for  the  agency  and  for  trade  because  of  the  great  oppor¬ 
tunities  we  face.  Exploiting  those  opportunities  will  draw  on  all  of  our  energies  and 
our  budgetary  resources. 

We  are  requesting  today  an  fiscal  year  1995  budget  which  allows  USTR  to  capital¬ 
ize  on  the  opportunities  aiid  challenges  before  us,  yet  which  also  carries  out  the 
President’s  program  for  budgetary  restraint  throughout  the  Federal  government. 

The  fiscal  year  1995  budget  request  is  for  $21  million  and  168  Full  Time  Equiva¬ 
lent  staff.  Our  request  maintains  USTR  staffing  at  the  fiscal  year  1994  FTE  level 
and  decreases  the  appropriation  level  by  $225,000  below  fiscal  year  1994. 

The  $225,000  funding  decrease  is  a  net  reduction  resulting  from  a  number  of  off¬ 
setting  factors.  Highlights  of  these  changes  are: 

— a  $228,000  increase  for  a  new  Tied  Aid  program,  to  be  administered  by  the  De¬ 
partment  of  State,  but  financed  by  Federal  trade  and  foreign  affairs  agencies, 
like  USTR; 

— a  $501,000  decrease  in  travel  and  transportation  expenses,  reflecting  the  ex¬ 
traordinarily  busy  travel  demands  in  fiscal  year  1994,  and  the  return  to  more 
traditional  levels  in  fiscal  year  1995; 

— a  $227,000  reduction  in  printing  expenses,  also  reflecting  the  unusually  high 
fiscal  year  1994  costs  resulting  from  the  completion  of  two  major  agreements 
that  year  (NAFTA  and  the  Uruguay  Round); 

— a  $412,000  net  decrease  in  office  rent  and  other  administrative  overhead  (par¬ 
tially  offset  by  rising  costs  from  inflation),  which  is  part  of  our  ongoing  efforts 
to  curb  administrative  expenses;  and 

— a  $234,000  reduction  from  personnel  savings  that  stem  from  more  restrictive 
hiring  practices  and  tighter  management  of  job  vacancies. 

CONCLUSION 

Mr.  Chairman  and  Members  of  the  Committee,  our  budget  request  meets  the  dual 
tests  of  first  providing  the  budgetary  resources  we  need  to  meet  the  work  agenda 
for  fiscal  year  1995,  and  second  carrying  out  the  President’s  program  for  budget  re¬ 
straint. 

I  would  be  remiss  if  I  did  not  mention  this  morning  that  in  my  opinion  the  Amer¬ 
ican  taxpayer  gets  no  better  “bang  for  the  buck”  than  from  the  investment  in  USTR 
employees.  Virtually  all  of  the  funda  in  USTR’s  budget  pays  for  employee  salaries 
and  work  expenses.  They  are  the  hardest  working  staff  I  have  seen  in  Government 
or  the  private  sector,  and  there  is  no  doubt  that  the  $21  million  investment  in  this 
agency’s  budget  will  pay  dividends  for  American  business  and  workers  many  times 
over  for  many  years  into  the  future. 

This  concludes  my  statement  and  I  would  be  pleased  to  answer  any  questions  you 
have. 
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EXECUTIVE  OFFICE  OF  THE  PRESIDENT 
Office  of  the  United  States  Trade  Representative 
Operations  and  Administration  Resource  Estimates^  Fiscal  Year  1995 

FISCAL  YEAR  1996  GENERAL  STATEMENT 
OFFICE  OF  THE  UNITED  STATES  TRADE  REPRESENTATIVE 

This  request  provides  funds  to  support  the  mission  of  the  Office  of  the  United 
States  Trade  Representative  (USTR)  in  fiscal  year  1995.  That  mission  is  the  devel¬ 
opment,  coordination,  negotiation  and  management  of  U.S.  trade  policy  for  the 
President.  In  fiscal  year  1995,  USTR  is  requesting  $21,000,000  in  budget  authority 
and  168  full-time  equivalent  (FTE)  positions.  Because  of  the  $550,000  supplemental 
in  fiscal  year  1994,  this  represents  a  decrease  of  $150,000  in  budget  authority  from 
fiscal  year  1994.  The  fiscal  year  1995  estimated  obligation  level  is  $21,380,000. 

The  world  has  undergone  economic  change  which  has  created  new  challenges  for 
the  United  States,  as  well  as  new  opportunities.  We  must  take  on  the  challenges, 
and  benefit  from  the  opportunities  that  abound  in  toda/s  world.  The  United  States 
still  has  the  largest  economy  in  the  world,  and  is  extremely  well  positioned  to  con¬ 
tinue  to  prosper  well  into  the  next  century. 

The  greatest  change  of  all  is  the  end  of  the  Cold  War,  which  shaped  much  of  our 
domestic  and  economic  policy  over  the  last  45  years,  as  well  as  our  foreim  policy. 
We  are  at  what  the  President  likes  to  call  the  “the  third  great  moment  of  decision 
in  the  20th  century.”  He  challenged  Americans  by  asking,  “Will  we  repeat  the  mis¬ 
takes  of  the  1920*s  or  the  1930's  by  turning  inward,  or  wail  we  repeat  the  successes 
of  the  1940’s  and  1950’s  by  reaching  outward  and  improving  ourselves  as  well?”  This 
remains  our  great  challenge  and  one  we  readily  face.  The  United  States  accepts  its 
responsibility  to  lead  the  effort  to  expand  global  prosperity.  We  will  be  engaged 
abroad,  while  we  take  care  of  our  problems  here  at  home.  Both  are  essential  S)  our 
future  prosperity. 

During  the  Cold  War,  the  U.S.  was  the  most  open  nation  in  the  world,  and  we 
used  our  relatively  open  borders  to  foster  prosperity  in  Europe,  Japan  and  else¬ 
where,  in  the  fight  against  communism.  Now  we  must  use  our  leadership  to  promote 
expanded  trade,  and  more  open  markets  around  the  world.  We  have  a  fifty  year  ex¬ 
periment  that  revealed  how  open  markets  and  expanded  trade  leads  to  greater  pros¬ 
perity. 

But  other  nations  must  accept  responsibility  also,  if  they  want  to  be  part  of  the 
global  trading  system,  and  enjoy  the  opportunities  available  in  the  global  economy. 
Other  nations  must  open  tlieir  markets  and  play  by  the  rules  if  they  want  to  be 
partners  to  the  United  States.  It  is  in  their  own  interest  to  do  so,  since  increased 
trade  is  the  avenue  to  mutual  prosperity.  Trade  is  a  two  way  street. 

The  United  States  has  never  been  better  positioned  to  take  advantage  of  the  bene¬ 
fits  of  engagement  in  the  global  economy.  We  are  getting  our  economic  house  in 
order.  When  President  Clinton  took  office,  the  economic  news  was  bleak.  Close  to 
the  center  of  the  problem  was  our  failure  to  adjust  sufficiently,  and  to  compete  suc¬ 
cessfully,  in  the  new  global  economy.  Trade  was  seen  as  part  of  the  problem,  not 
part  of  the  solution  to  our  economic  concerns. 

The  United  States  has  turned  the  corner.  We  are  in  the  midst  of  a  solid  recovery, 
fueled  by  record  low  interest  rates.  Unemployment  has  come  down,  inflation  has 
stayed  low,  million  of  jobs  have  been  created.  With  a  revived  America,  we  can  suc¬ 
ceed  in  the  global  economy.  Our  workers  are  the  most  productive  in  the  world,  and 
our  economy  is  increasingly  geared  towards  trade,  which  counts  for  over  a  quarter 
of  our  GNP.  U.S.  products  from  computers  to  construction,  from  movies  to  tennis 
shoes  are  competitive  around  the  globe.  Made  in  America  still  represents  a  standard 
of  excellence. 

To  remain  competitive,  create  jobs,  and  ensure  prosperity,  we  must  open  markets 
abroad;  we  must  not  shrug  off  our  responsibilities  as  worla  leaders  but  we  must  be 
engaged  in  the  world,  in  the  effort  to  roster  global  prosperity,  democracy  and  peace. 
We  challenge  other  nations  to  do  the  same;  to  accept  the  responsibility  that  comes 
with  economic  partnership,  with  the  hope  of  epjoying  together  the  opportunities  of 
global  prosperity. 

President  Clinton  laid  out  his  vision  for  increasing  trade  and  expanding  global  op¬ 
portunity  in  speeches  early  in  his  administration  at  American  University  and  the 
Export  Import  Bank.  He  built  on  that  vision  throughout  1993  and  he  continued  to 
speak  eloquently  and  forcefully  for  trade.  Last  year  was  the  most  important  year 
for  trade  in  U.S.  history.  Dunng  the  year  we  were  guided  by  three  principles,  all 
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of  which  were  mutually  reinforcing.  We  will  continue  to  be  guided  by  those  prin- 
ci^s. 

first,  we  must  compete  not  retreat.  That  simple  phrase  really  conveys  what  our 
trade ^licy  is  all  about.  We  will  face  head-on  the  challenges  of  the  new  global  econ¬ 
omy.  We  will  be  engaged  in  the  world.  This  Administration  will  actively  pursue  the 
opening  of  markets  around  th§  world,  and  ensure  that  American  workers  compete 
on  a  level  playing  field.  Last  year  we  took  substantial  first  st^s: 

— In  the  Fml,  the  Congress  approved  the  North  American  Free  Trade  Agreement, 
creating  the  world's  largest  free  trade  area,  among  the  United  States,  Canada 
and  Mexico,  and  fostering  a  new  era  of  partnership  and  prosperity  with  our 
neighbors  in  North  America. 

— In  December  we  concluded,  after  seven  long  years  of  negotiations,  the  Uruguay 
Round,  the  broadest,  most  comprehensive  trade  agreement  in  history. 

As  we  look  to  the  year  ahead,  the  President  is  committed  to  engaging  other  coun¬ 
tries  in  Latin  America  in  partnerships.  We  are  realistic.  Not  all  countries  in  Latin 
America  are  readj^or  free  trade  agreements  with  the  United  States.  Hopefully,  the 
experience  of  NAPTA  will  entice  those  countries  that  are  resistant  to  opening  their 
markets  to  change  their  minds. 

In  November,  Asian  countries,  representing  the  fastest  growing  economic  region 
on  earth,  met  in  Seattle,  taking  the  first  steps  to  expanding  trade  and  investment 
in  the  region.  It  has  been  estimated  that  Asia,  excluding  Japan,  will  spend  a  $1  tril¬ 
lion  on  infrastructure  over  the  next  ten  years.  Collectively  the  15  APEC  economies 
represent  the  most  powerful  regional  economy  in  the  world.  They  contain  40  percent 
of  the  world's  population,  have  a  combined  gross  domestic  product  of  $13  trillion  and 
account  for  40  percent  of  total  world  trade. 

About  two-tlurds  of  the  growth  in  global  imports  are  projected  to  be  in  developing 
countries.  In  1992,  our  trans-Pacific  trade  exceeded  our  trans-Atlantic  trade  by  50 
percent.  U.S.  investment  in  Asia  and  the  Pacific  doubled  between  1985  and  1990 
and  cumulatively  stands  at  $140  billion.  APEC  economies  are  the  recipients  of  ap¬ 
proximately  30  percent  of  total  U.S.  direct  foreign  investment. 

We  seek  expanded  trade  with  Asia,  particularly  through  the  work  of  the  U.S.- 
ASEAN  Alliance  for  Mutual  Growth,  which  was  initiated  at  the  APEC  Ministerial. 

In  addition,  we  will  also  seek  renewal  of  the  United  States’  GSP  program.  GSP 
is  a  highly  beneficial  program  with  a  proven  record  of  success.  USTR  is  committed 
to  its  legislative  renewal. 

Second,  trade  does  not  exist  in  a  vacuum.  Trade  is  connected  to  domestic  prior¬ 
ities.  It  will  not  matter  much  if  all  the  markets  in  the  world  are  completely  open 
to  U.S.  exports  if  our  workers  are  uneducated,  and  our  infrastructure  is  crumbling. 
We  must  first  attack  our  domestic  problems  head  on.  Health  care,  education,  the 
worker  security  program  which  Secretary  Reich  is  working  on,  and  getting  our  eco¬ 
nomic  house  in  order  are  all  vital  pieces  of  the  strategy  of  making  the  U.S.  more 
competitive  and  prosperous. 

Trade  is  also  an  essential  element  of  our  foreign  policy,  of  our  effort  to  expand 
democracy,  free  market  economies,  prosperity  in  peace. 

In  addition,  there  will  be  continued  emphasis  on  the  rt’ationship  of  trade  to  is¬ 
sues  such  as  labor  rights,  competition  policy,  and  the  environment.  We  began  ad¬ 
dressing  these  issues- -and  acknowledging  there  is  a  connection — with  the  negotia¬ 
tion  of  supplemental  agreements  on  environment  and  labor  to  NAFTA.  And  we  hope 
these  issues  will  be  part  of  the  multilateral  work  program. 

Third,  trade  is  a  two  way  street.  The  United  States  is  accepting  responsibility  as 
a  full  participant  in  the  global  economy.  All  we  ask  is  that  other  nations  do  the 
same.  NAFTA  perfectly  embodies  the  spirit  of  trade  as  a  two-way  street. 

In  July  1993,  at  the  Economic  Summit  in  Tokyo,  we  created  a  new  framework  to 
increase  exports  to  Japan  and  break  an  intolerable  status  quo.  A  strong  U.S. -Japan 
relationshm  is  critically  important  for  the  prosperity  of  both  countries  and  the  world 
economy.  The  United  States  and  Japan  are  the  two  largest  economies  in  the  world, 
together  accounting  for  40  percent  of  the  world’s  output.  Yet,  bv  February  1994, 
with  Japan's  failure  to  2^en  markets  as  required  under  the  Third  Party  Radio  and 
Cellular  Agreement,  UStR  announced  that  Japan  was  in  violation  of  the  agreement 
and  USTR  would  begin  to  prepare  a  sanctions  package. 

China’s  market  is  booming  and  opportunities  abound  for  U.S.  companies.  Growth 
last  year  was  approximately  13  percent  and  is  expected  to  hover  around  10  percent 
for  the  next  decade.  China's  emerging  free  market  industries  are  hungry  for  the 
high-tech  products  in  which  U.S.  companies  excel.  They  intend  to  spend  $300  to 
$400  billion  on  infrastructure  in  the  next  five  years.  But  our  trade  relationship  is 
badly  out  of  balance  and  we  do  not  have  comparable  access  in  China.  We  are  now 
actively  engaged  in  seeing  that  China  opens  its  doors  to  U.S.  goods  and  services, 
and  in  ensuring  that  China  plays  by  the  international  trade  rules. 


In  addition,  last  year  we  took  actions  in  several  cases  where  American  products 
were  restrict^  overseas,  to  ensure  that  American  companies  and  workers  would 
have  access  to  those  markets.  We  reached  agreement  with  Korea  to  fully  enforce  its 
commitment  to  open  its  telecommunications  sector,  a  market  worth  $384  million; 
with  the  EC  gaining  access  to  the  roughly  $20  billion  EC  market  for  government- 
procured  heavy  electrical  equipment;  and  with  the  EC  on  telecommunications  e<piip- 
ment.  These  actions  are  all  efforts  to  open  foreign  markets  to  expand  opportunities 
for  U.S.  companies  and  workers.  We  will  use  whatever  tools  we  have  to  do  this — 
by  negotiating  new  a^eements,  or  enforcing  existing  trade  laws. 

Last  year  was  a  historic  year  for  trade,  but  the  years  ahead  will  be  historic,  as 
well.  We  are  laving  the  foundation  for  prosperity  into  the  next  century  and  reviving 
the  American  dream.  We  must  not  forget  what  is  at  stake.  Trade  is  not  abstract. 
Our  success — or  failure — in  opening  markets,  and  creating  new  opportunities  will  be 
felt  at  the  workplace,  and  in  people's  homes.  Our  success  will  be  felt  by  the  millions 
of  workers  in  jobs  not  directly  related  to  trade,  but  dependent  on  it  anyway— >in  re¬ 
tailing,  insurance,  or  construction. 

The  President  put  it  best  in  his  speech  at  American  University.  “The  truth  of  our 
age  is  this  and  must  be  this:  open  and  competitive  commerce  will  enrich  us  as  a 
nation.  It  spurs  us  to  innovate.  It  forces  us  to  compete.  It  connects  us  with  new  cus¬ 
tomers.  It  promotes  global  growth  without  which  no  rich  country  can  hope  to  grow 
wealthier.” 

Last  year,  President  Clinton  challenged  us.  “In  the  face  of  all  the  pressures  to  do 
the  reverse,”  he  send,  “we  must  compete  not  retreat.” 

America  is  on  its  way  back.  We  are  facing  the  responsibilities  and  are  poised  to 
reap  the  opportunities  in  this  changed  world.  We  met  that  challenge  last  year,  and 
we  will  continue  to  meet  it  in  the  years  ahead. 

ENACTED  FISCAL  YEAR  1994  SUPPLEMENTAL  APPROPRIATION 
Funds  Provided  under  the  Supplemental 

Congress  initially  funded  USTR  at  $20,600,000  for  fiscal  year  1994.  In  February 
1994  the  Congress  enacted  the  Emergency  Supplemental  Act  of  Fiscal  Year  1994 
(Public  Law  103-211).  This  supplemental  provided  an  additional  $550,000  for  USTR 
operations  brinmng  the  fiscal  year  1994  budget  authority  level  to  $21,150,000.  These 
additional  funds  will  be  used  to  meet  cost  of  intensified  negotiations  with  Japan, 
Latin  America,  and  other  countries,  building  on  the  momentum  gained  from  the  con¬ 
clusion  of  the  Uruguay  Round  and  from  passage  of  the  North  America  Free  Trade 
Agreement.  These  funds  will  be  used  chiefly  for  negotiator  travel. 

In  addition,  the  supplemental  provides  appropriated  to  the  Executive  Office  of  the 
President  (EOP)  funds  to  install  an  electronic  records  system.  USTR  wall  receive 
$75,000  of  these  funds.  This  project  will  be  undertaken  to  comply  with  the  recent 
Armstrong  v.  EOP  court  ruling,  requiring  Executive  Office  of  the  President  agencies 
to  preserve  electronic  records,  including  electronic  mail.  The  $75,000  wall  be  used 
to  purchase  computer  equipment  and  services  to  enhance  USTR’s  local  area  network 
computer  system  to  allow  electronic  preservation  of  records. 

The  fiscal  year  1994  supplemental  appropriation  did  not  include  $250,000  of  the 
Administration's  budget  request,  These  funds  were  planned  for  the  purchase  and  in¬ 
stallation  of  computer  equipment  for  a  secure  (classified)  Local  Area  Network  and 
an  Electronic  Cabling  capability.  Currently,  USTR’s  LAN  is  for  unclassified  process¬ 
ing  only,  and  the  installation  of  a  secure  LAN  would  greatly  improve  productivity 
and  security  at  the  agency.  The  introduction  of  electronic  cabling  at  USTR  would 
allow  worldwide  State  Department  cables  to  be  received  at  USTR  through  the  se¬ 
cure  LAN,  without  the  inefficiencies  of  the  existing  hard  copy  ;^  aper  cable  system. 
USTR  estimates  that  Electronic  Cabling  will  result  in  $2-50,000  in  annual  productiv¬ 
ity  improvements  and  real  budget  savings,  yielding  i  one  year  return  on  this  invest¬ 
ment  in  technology. 

USTR  will  look  for  savings  opportunities  in  other  areas  of  the  fiscal  year  1994  and 
fiscal  year  1995  budgets  to  finance  these  costs. 

Fiscal  Year  1995  Budget  Justification 

OFFICE  OF  THE  UNITED  STATES  TRADE  REPRESENTATIVE 
SALARIES  AND  EXPENSES 
APPROPRIATION  LANGUAGE 

For  necessary  expenses  of  the  Office  of  the  United  States  Trade  R^resentative, 
including  the  hire  of  passenger  motor  vehicles  and  the  employment  of  experts  and 
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consultants  as  authorized  by  5  U.S.C.  3109,  [$20,600,000]  $21,000,000  of  which 
$2,500,000  shall  remain  available  until  expended;  Provided,  That  not  to  exceed 
[$98,0^1  $98,000  shall  be  available  for  omcial  reception  and  representation  ex¬ 
penses.  (Departments  of  Commerce,  Justice,  and  State,  the  Judiciary,  and  Related 
Agencies  Appropriation  Act,  1994,  Public  Law  103-121). 

SUMMARY  OF  FISCAL  YEAR  1995  BUDGET  REQUEST 
[Dollars  in  thousands] 


1993  1994 


1995 


1994-95 

change 


Appropriation  request  .  $20,492  $21,150  $21,000  -$150 

Outlays  (gross) .  $19,848  $22,120  $21,046  -$1,074 

FTE  .  161  168  168  . 

FTE  overtime  .  5  4  3  - 1 


Total .  166  172  171  -1 


PROGRAM  AND  FINANCING 

[In  the  '^ands  of  dollars] 


Program  by  activities 

1993  actual 

1994  estimate 

1995  estimate 

Trade  coordination  and  negotiation  . 

.  17,072 

19,275 

18,272 

Geneva  trade  negotiations . 

.  2,511 

2,346 

2,278 

CFTA  panelist  expenses . 

.  430 

450 

450 

Total  direct  program  . 

.  20,013 

22,071 

21,000 

Reimbursable  programs . 

.  1,026 

380 

380 

Total  obligations .  21,039  22,451  21,380 

Financing: 

Recovery  of  prior  year  obligations .  -381  . 

Unobligated  balance  available,  start  of  year .  -87  -921  . 


Unobligated  balance  available,  end  of  year .  921 

Unobligated  balance  expiring .  26 


Budget  authority  (gross) . 

21,518 

21,530 

21,380 

Budget  authority: 

Current  appropriation  . 

20,492 

21,150 

21.000 

Permanent  spending  authority  from  offsetting  col- 

lections  (new) . 

1,026 

380 

380 

Relation  of  obligations  to  outlays: 

Total  obligations . 

21,039 

22,451 

21,380 

Obligated  balance,  SOY . 

3,371 

3,155 

3,106 

Obligated  balance,  EOY . 

-3,155 

-3,106 

-3,060 

Adjustments  in  expired  accounts . . 

-381  .... 

Outlays  (gross) . 

20,874 

22,500 

21,426 

Adjustments  to  budget  authority  and  outlays:  De¬ 

duction:  Offsetting  Federal  funds . 

-1,026 

-380 

-380 

Budget  authority  (net) . 

20,492 

21,150 

21,000 

Outlays  (net) . 

19,848 

22,120 

21,046 

SUMMARY  OF  OBUGATIONS  BY  OBJECT  ClASSIFICATIONS 

[In  thousands  of  doiUrsl 


1993  actual 

1994  estimate 

1995  estimate 

1994-95 

change 

Personnel  compensation: 

FuH-time  permanent  [FTP] . 

9,375 

10,361 

10,210 

-151 

Other  than  FTP . 

1,037 

1,070 

1,060 

-10 

Other  personnel  compensation . 

406 

362 

325 

-37 

Total  personnel  compensation  . 

10,818 

11,793 

11,595 

-198 

Personnel  benefits:  Civilian . 

2,261 

2,358 

2,322 

-36 

Travel  and  transportation  of  persons . 

1,271 

2,030 

1,570 

-460 

Transportation  of  things . 

109 

101 

60 

-41 

Rent-~GSA . 

1,352 

1,390 

1,436 

46 

Rent— Other . 

691 

550 

450 

-100 

Communications,  utilities,  and  miscellane¬ 
ous  . 

1,312 

1,209 

1,239 

30 

Printing  and  reproduction . 

265 

477 

250 

-227 

Other  services  . 

1,947 

2.023 

2,068 

45 

Supplies  and  materials  . 

249 

250 

250 

Equipment . 

764 

270 

140 

-130 

Total  obligations . 

21,039 

22,451 

21,380 

-1,071 

Less  reimbursements  . 

(1,026) 

(380) 

(380) 

Net  obligations  . 

20,013 

22,071 

21,000 

-1,071 

Fiscal  year  1995  budget  request  summary  of  financial  changes 

Fiscal  year  1994  Estimated  Obligations  .  $22,451,000 

Fiscal  year  1996  Estimated  Obligations  .  21,380,000 

USTR  projects  total  obligations  between  fiscal  year  1994  and  fiscal  year  1995  will 
decrease  by  $1,071,000.  Tms  net  change  is  summarized  below: 


Incrtow  or  Decrease  from  1994-1995  Amount  of  Change 

Compensation  and  Benefit  costs  are  projected  to  decrease .  -  $234,000 

Travel  and  transportation  costs  are  projected  to  decrease .  -601,000 

Space  rental  payments  to  GSA  for  Washington  and  for  Geneva 

space  expenses  are  projected  to  decrease .  -  54,000 

Telecommunication  and  rental  costs  are  projected  to  increase .  30,000 

Printing  costs  are  projected  to  decrease  .  -  277,000 

Other  services  costs  are  projected  to  increase .  45,000 

Equipment  purchases  are  projected  to  decrease  in  the  ADP  area  ....  - 130,000 


Total  obligation  change — fiscal  year  1995  versus  fiscal  year 
1994  Budget  .  -1,071,000 

The  next  section  provides  more  detailed  explanation  of  the  estimated  changes  by 
object  class. 


OBJECT  CLASS  SUMMARY 


Personnel  costs 

1993 

1994 

1995 

Compensation . 

Benefits . 

.  $10,818,000 

.  2,255,000 

$11,793,000 

2,358.000 

$11,595,000 

2.322.000 

Total . 

.  13.073.000 

14,151,000 

13,917,000 

Personnel  costs  are  projected  to  decrease  by  $234,000  firom  fiscal  year  1991  to  fis¬ 
cal  year  1996.  This  is  a  net  decrease  resulting  from  some  fixed  increases  offset  by 
reductions  in  otfier  categories  of  expense.  The  msoor  areas  of  increase  are:  the 
annu^zation  of  the  January  1994  locality  pay  increase;  the  fiscal  year  1996  pay 
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increase,  and  within  grade  increases.  These  increases  are  offset  through  staff  lapse, 
lower  terminal  leave  costs,  and  one  less  pay  day. 

TVavel 

Travel  costs  are  expected  to  decrease  by  $460,000.  Fiscal  year  1994  presented  ex¬ 
traordinarily  high  travel  demands  for  USTR.  Several  events  contributea  to  this  trav¬ 
el  level:  (1)  Completing  the  Uru^ay  Round  negotiations  this  past  Fall  and  accession 
talks  with  former  Soviet  Republics  and  other  countries;  (2)  intense  bilateral  negotia¬ 
tions  through  199  i  with  the  governments  of  Japan  and  China;  (3)  initiation  of  a 
major  effort  in  the  second  half  of  fiscal  year  1994  to  strengthen  bilateral  trade  with 
Latin  American  countries.  In  fiscal  year  1995  the  level  of  travel  is  expected  to  de¬ 
crease  and  return  to  prior  year  levels.  In  addition,  tighter  management  practices, 
increased  use  ot  frequent  flyer  programs,  and  better  coordination  and  planning  of 
tnps  will  also  help  to  hold  costs  down. 

Transportation 

Transportation  costs  are  projected  to  decrease  by  $41,000.  In  fiscal  year  1994 
USTR  intends  to  reassign  several  employees  between  its  Washington  and  Geneva 
Offices.  In  fiscal  year  1995  fewer  reassignments  will  be  necessary. 

Rent,  Communications,  and  Utilities  (RCU) 

RCU  costs  are  projected  to  decrease  by  $24,000.  USTR  faces  a  3  percent  increase 
in  the  cost  of  its  Washington  office  space  (  +  $46,000).  This  increase  is  based  on  in¬ 
formation  provided  by  GsA.  This  increase  will  be  offset  because  of  a  Geneva  office 
space  consolidation  (-$100,000)  effort  resulting  in  a  net  cost  decrease  for  space  of 
$54,000.  In  addition,  the  impact  of  inflation  on  telecommunications,  postage,  and 
equipment  rentals  and  utility  costs  is  projected  to  increase  costs  by  $30,000. 

Rrinting 

Costs  are  estimated  to  decrease  by  $227,000.  This  decrease  is  tied  to  a  reduced 
number  of  Federal  Register  notices  being  printed.  In  fiscal  year  1994  USTR  will 
have  published  two  large  notices  pertaining  to  NAFTA  and  the  Uruguay  Round. 

Other  Services 

The  “Other  Services"  category  includes  funds  for  a  range  of  services  that  support 
USTR  program  operations,  ana  are  generally  provided  by  private  vendors  or  other 
Federal  agencies.  Other  Services  funding  requirements  in  uscal  year  1995  are  esti¬ 
mated  at  $2,068,000.  For  fiscal  year  1995,  USTR  will  decrease  spending  across  sev¬ 
eral  administrative  services,  as  part  of  the  President’s  Program  to  reduce  Federal 
administrative  expenses. 

The  $2. 1  million  Other  Services  request  also  includes  funding  for  a  new  Tied  Aid 
program  designed  to  give  U.S.  businesses  an  equal  footing  with  foreign  competitors 
in  foreign  markets.  Under  Tied  Aid,  the  Export-Import  Bank  would  give 
concessional  financing  to  American  businesses  to  counter  the  use  of  tied  aid  by  other 
countries.  USTR  fullv  supports  Tied  Aid  and  views  its  purpose  as  closely  aligned 
with  our  broader  trade  obfectives. 

The  Other  Services  buaget  request  also  includes  $450,000  for  continuing  dispute 
settlement  expenses  under  the  (Canadian  Free  Trade  Agreement.  Payments  will  be 
made  for  cases  that  were  active  on  December  31,  1993.  The  Department  of  Com¬ 
merce  will  continue  to  manage  case  costs.  Under  NAFTA,  dispute  costs  for  new 
cases  after  January  1,  1994,  will  be  budgeted  by  the  Commerce  Department. 

Supplies 

Supply  and  material  (general  and  ADP)  costs  are  projected  at  $250,000.  This  cat- 
egory  remains  at  the  current  year  level. 

Equipment 

USTR  expects  to  lower  equipment  purchases  from  $270,000  in  fiscal  year  1994  to 
$140,000  in  fiscal  year  1995.  This  decrease  of  $130,0()0  results  primarily  from  a  re¬ 
duced  level  of  ADP  related  purchases. 

Organizational  Summary 

The  Office  of  the  U.S.  Trade  Representative  is  responsible  for  developing  and  co¬ 
ordinating  U.S.  international  tracie,  commodity,  anef  direct  investment  policy,  and 
leading  or  directing  negotiations  with  other  countries  on  such  matters.  The  U.S. 
Trade  Representative  is  a  Cabinet  member  who  acts  as  the  principal  trade  advisor, 
negotiator,  and  spokesperson  for  the  President  on  trade  and  rdated  investment 
matters.  Through  an  interagency  structure,  the  USTR  coordinates  trade  policy,  re¬ 
solves  agency  disagreements,  and  frames  issues  for  Presidential  decision.  The 
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USTR,  his  deputies  in  Washington  and  Geneva,  the  Chief  Textile  Negotiator,  and 
the  Uruguay  Round  Coordinator,  hold  the  rank  of  Ambassador.  “USTR^*  refers  both 
to  the  agency  and  to  the  agency  head,  the  U.S.  Trade  Representative.  There  are  two 
oflBces,  one  in  Washington,  D.Cf.  and  the  other  in  Geneva,  Switzerland. 

The  agency  provides  trade  policy  leadership  and  negotiating  expertise  in  its  major 
areas  of  responsibility.  Among  these  are  the  following:  all  matters  within  the  Gen¬ 
eral  Agreement  of  Tariffs  and  Trade  (GATT)  including  implementation  of  the  1979 
Multilateral  Trade  Negotiations  (MTN)  Agreements;  trade,  commodity,  and  direct 
investment  matters  dealt  with  by  international  institutions  such  as  the  Organiza¬ 
tion  for  Economic  Cooperation  and  Development  (OECD)  and  the  United  Nations 
Conference  on  Trade  Development  (UNCTAD);  export  expansion  policy;  East-West 
trade;  industrial  and  services  trade  policy;  international  Commodity  agreements  and 
policy;  bilateral  and  multilateral  trade  and  investment  issues;  trade-related  intellec¬ 
tual  property  protection  issues-  and  import  policy.  The  agency  is  organized  to  accom¬ 
modate  sectoral,  remonal,  and  functional  policy  perspectives  which  are  integrated 
into  the  decision -m^ng  process,  and  coordinated  externally  with  government  agen¬ 
cies,  ^e  private  sector,  and  foreign  entities. 

Interagency  coordination  is  accomplished  by  the  agency  through  the  Trade  Policy 
Review  Group  (TPRG)  and  the  Traae  Policy  Staff  Committee  (TPSC).  The  TPSC  is 
the  first  line  operating  group  with  representation  by  senior  officials.  It  is  supported 
by  more  than  60  subcommittees  and  various  task  forces  which  are  responsible  for 
specialized  areas  and  several  task  forces  that  deal  with  particular  issues.  If  Cabinet- 
level  reviev/  is  needed,  TPRG  options  are  presented  by  the  USTR  to  the  National 
Economic  Council,  which  is  chaired  by  the  President. 

The  USTR  also  serves  as  Vice  Chairman  of  the  Overseas  Private  Investment  Cor¬ 
poration  (OPIC),  is  a  non-voting  member  of  the  Export-Import  Bank,  and  a  member 
of  the  National  Advisory  Committee  on  International  Monetary  and  Financial  Poli¬ 
cies.  There  are  several  significant  trade  and  related  policy  areas  not  handled  by  the 
USTR  but  which  are  followed  closely  by  the  staff:  specifically,  export  financing,  ex¬ 
port  controls,  multilateral  development  bank  lending,  international  fisheries,  avia¬ 
tion  and  maritime  policies. 

The  agency  also  has  administrative  responsibility  for  the  Generalized  System  of 
Preferences  (GSP)  and  Section  301  complaints  against  foreign  unfair  trade  practices, 
as  well  as  Section  337  and  import  relief  cases  under  Section  201.  The  Omnibus 
Trade  and  Competitiveness  Act  of  1988  (Trade  Act  of  1988)  transferred  authority 
to  the  USTR  to  take  action  under  Section  301,  subject  to  the  direction  of  the  Presi¬ 
dent. 

The  private  sector  plays  a  continuine  role  in  trade  negotiations  through  the  mech¬ 
anism  of  advisory  committees.  This  advisory  process  was  extremely  successful  dur¬ 
ing  the  MTN.  Congress  provided  for  continuation  of  the  process  in  the  Trade  Agree¬ 
ments  Act  of  1979.  The  committees'  role  has  been  expanaed  to  include  advice  on  the 
operation  of  the  MTN  Agreements,  on  the  development  and  implementation  of  over¬ 
all  U.S.  trade  policy,  and  on  priorities  for  actions  to  implement  such  policy. 

Primary  objectives  of  the  private  sector  advisory  system  are:  to  consult  with  the 
U.S.  government  on  negotiation  of  trade  agreements,  to  assist  in  monitoring  compli¬ 
ance  with  the  agreements  and  to  proWde  input  and  advice  on  the  development  of 
U.S.  trade  policy.  The  advisory  system  is  composed  of  a  series  of  Committees  mth 
differing  responsililities.  The  Advisory  Committee  on  Trade  Policy  and  Negotiations 
(ACTPN),  a  Presidentially  appointed  committee,  has  45  members  from  representa¬ 
tive  elements  of  the  U.S.  economy  with  international  trade  interests.  Its  mandate 
is  to  provide  overall  policy  guidance  on  trade  issues. 

At  tha  next  level  are  the  policy  advisory  committees  in  the  specific  areas  of  indus¬ 
try,  agriculture,  labor,  defense,  services,  investment,  and  intergovernmental  affairs. 
There  are  also  30  technical,  sectoral  and  functional  adviso^  committees,  which  are 
composed  of  experts  from  their  respective  fields.  The  A^cultural  Technical  Advi¬ 
sory  Committees  (AT AC's)  and  the  Industry  Sector  Advisory  Committees  (ISAC’s), 
provide  specific  sectoral  and  technical  information  on  a  range  of  areas  affected  W 
trade  policy,  such  as  automobiles,  steel,  wheat,  aircraft  or  poultry.  The  Industry  Ad¬ 
visory  Committees  provide  cross-sector^  advice  on  customs  valuation  standards  and 
on  intellectual  property  rights. 

In  the  Trade  Act  of  1974,  Congress  broadened  and  codified  the  Trade  Representa¬ 
tive's  trade  policy  making  and  negotiating  functions  and  established  close  Congres¬ 
sional  consiutative,  advisory,  and  oversight  relationships  with  the  agency.  In  the 
Trade  Agreements  Act  of  1988,  Congress  further  clarified  USTR’s  leadership  role  in 
developing  and  coordinating  trade  policy  and  serving  as  the  President's  principal  ad¬ 
visor  on  trade.  Throughout  the  life  of  the  agency,  there  has  been  close  consultation 
^tween  the  USTR  and  the  Congress.  Five  Members  from  each  House  are  formally 
appointed  under  statute  as  official  Congressional  advisors  on  trade  policy,  and  addi- 
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tional  Members  may  be  appointed  as  advisors  on  particular  issues  or  negotiations. 
Liaison  activities  ^tween  the  agency  and  Congress  are  extensive. 

The  Omnibus  Trade  Act  of  1988  provided  negotiation  and  implementation  author¬ 
ity  for  the  Uruguay  Round,  and  mandated  extensive  consultation  and  coordination 
by  USTR  in  shaping  U.S.  negotiating  objectives  and  strategy  for  the  Round.  The  Act 
tasked  USTR  with  significantly  expanded  responsibilities  in  administering  unfmr 
trade  cases  under  Section  301,  and  changes  in  the  Act  brought  a  substantial  in¬ 
crease  in  the  volume,  contentiousness  and  complexity  of  Section  301  cases.  The  Act 
created  new  negotiating  programs  in  the  areas  of  intellectual  property  and  tele¬ 
communications,  as  well  as  a  new  reciprocity  program  for  government  procurement, 
coordinated  by  the  USTR.  The  Act  also  expanded  responsibilities  for  consultation 
and  coordination  by  the  USTR,  substantially  expanded  the  scope  of  the  annual  Na¬ 
tional  Trade  Estimates  report  on  trade  barriers,  and  mandated  many  one-time  and 
recurring  reporting  responsibilities. 

In  Washington,  the  agency  is  organized  into  four  types  of  activities.  General  sup¬ 
port  (General  Counsel,  Counselor,  Congressional,  Intergovermnental  and  Public  Li¬ 
aison;  Public  Affairs;  and  Administration),  Bilateral  Negotiations  (Canada  and  Mex¬ 
ico;  Japan  and  China;  Europe  and  the  Mediterranean;  Latin  America,  Caribbean, 
and  Africa;  Asia  and  the  Pacific;  and  APEC  Affairs);  Multilateral  Negotiations  (Uru¬ 
guay  ^und,  GATT  Affairs);  and  Sectoral  Functions  (Industry;  Services;  Investment; 
and  Intellectual  Property;  Environment;  Textiles  and  Agriculture).  The  Counselor’s 
office  includes  the  omce  of  the  Chief  Economist  and  Trade  Policy  Coordination,  and 
responsibility  for  trade  policy  development. 

The  Geneva  Office  is  organized  to  cover  general  GATT  Affairs,  Non-Tariff  Agree¬ 
ments  and  Agricultural  Policy  and  Commodity  Policy  and  the  Harmonized  Code  Sys¬ 
tem.  Special  attention  is  given  to  textiles  with  one  member  of  the  staff  is  designated 
as  U.S.  Representative  to  the  Textiles  Surveillance  Body.  The  Geneva  Deputy  USTR 
is  the  U.S.  Ambassador  to  the  GATT  and  to  the  UNCTAD  on  commodity  matters. 
The  Geneva  staff  represents  the  United  States’  interests  in  negotiations,  and  in 
other  contacts  on  trade  and  trade  policy  in  both  forums. 

Fiscal  Year  1993  Accomplishments 

1993  ACCOMPLISHMENTS 

The  Office  of  the  United  States  Trade  Representative  concluded  a  number  of  trade 
arrangements  this  past  year,  providing  increased  access  for  U.S.  goods  and  services 
to  foreign  markets  and  increasing  protection  abroad  for  U.S.  intellectual  property 
and  investments.  Since  1988,  U.S.  exports  of  goods  and  services  have  accounted  for 
over  75  percent  of  U.S.  GDP  growth.  However,  there  is  more  work  to  be  done.  Bar¬ 
riers  to  trade  remain  and  we  continue  to  have  concerns  about  the  levels  of  protec¬ 
tion  for  our  goods  and  service  providers  overseas. 

The  following  pages  highlight  accomplishments  by  geographical  and  sectoral  areas 
for  fiscal  year  1993. 

GATT  Affairs 

Made  substantial  progress  toward  achieving  final  agreement  of  technical  barriers 
to  trade  in  the  Uruguay  Round.  (Negotiations  subsequently  completed  on  December 
15  1993). 

Restarted  GATT  Government  Procurement  Code  negotiations  in  Geneva  on  the 
basis  of  the  U.S./EC  March  1993  agreement  towards  final  code  agreement. 
Launched  a  joint  U.S./EC  study  on  procurement  opportunities  in  both  markets  for 
purposes  of  finalizing  a  Government  Procurement  Code  Agreement. 

Completed  15-year  old  Article  XXVIII  negotiation  with  India. 

Completed  Article  XXVIII  negotiations  with  Egypt  and  Turkey. 

Completed  accession  negotiations  and  formalities  for  Paraguay  completing  a  20- 
year  process.  .  . 

Coordinated  development  and  interagency  approval  of  U.S.  government  positions 
for  GATT  Council  TPRM  reviews  of  Bolr/ia,  the  EC,  India,  Iceland,  Israel,  Turkey, 
Mexico,  South  Africa,  Philippines,  Egypt,  Kenya,  Korea,  Malaysia,  Japan,  Brazil, 
l^mania,  Poland  and  for  annual  Council  Overview  of  Developments  in  the  inter¬ 
national  trade  environment.  , ,  „  ^  m  j 

Monitored  U.S.  and  Canada  implementation  of  the  U.S.-Canada  Free  Trade 
Agreement  Chapter  6:  Technical  Standards.  Achieved  successful  resolution  of  delays 
in  full  implementation  by  Canada  in  accrediting  U.S.-based  certification  organiza¬ 
tions. 


13 


Section  301 

— ^As  part  of  the  “special  301”  investigation  of  India,  obtained  commitments  to 
improve  copyright  and  trademark  laws,  strengthen  IPR  enforcement  efforts 
and  improve  market  access  for  motion  pictures. 

—Imposed  retaliatory  duties  on  Canadian  beer  because  of  restrictive  provincial 

,  beer  practices  and  continued  negotiations  to  eliminate  restrictions. 

NAFTA 

— Completed  negotiations  on  the  basic  NAFTA  text  and  related  tariff  schedules 
as  well  as  supplemental  side  agreements  on  labor,  environment  and  import 
surges. 

— Obtained  implementing  legislation  for  NAFTA. 

— Chaired  exhaustive  legal  review  and  redraft  of  the  final  text  of  the  aCTeement 
and  led  U.S,  review  and  trilateral  negotiations  over  Spanish  ana  French 
translations. 

Bilateral: 

Japan!  China 

—Conducted  annual  Title  VII  review  of  foreign  government  procurement  prac¬ 
tices  and  identified  Japan  for  discriminatory  practices  in  construction  serv¬ 
ices.  No  Title  VII  action  was  taken  given  Japan’s  action  plan  to  open  its  con¬ 
struction  market  in  January  1994. 

— Conducted  multiple  rounds  of  bilateral  trade  negotiations  in  government  pro¬ 
curement  of  telecommunications,  insurance,  medical  technology  and  the  auto¬ 
motive  sector  under  the  Japan  Framework,  with  participation  of  other  agen¬ 
cies  including  State,  Commerce  and  Treasury. 

— Signed  the  United  State-Japan  Framework  for  a  new  Economic  Partnership 
this  past  July. 

— Extended  for  one  year  MFN  status  to  the  Peoples  Republic  of  China. 

— Initiated  formal  consultations  on  opening  the  services  sector  in  China,  includ¬ 
ing  specific  services  and  investment  issues  related  to  U.S.  companies  in  China 
and  individual  sectors,  such  as  insurance,  distribution  and  retailing,  and  com¬ 
puter  software  and  telecommunication  services. 

Latin  America  the  Caribbean  and  Africa 

— Implemented  results  of  the  second  Drug  Summit  as  they  related  to  policies 
on  trade  and  investment  issues. 

— Completed  a  comprehensive  IPR  agreement  with  Ecuador. 

— Led  development  and  implementation  of  the  United  States  strategy  towards 
normalizing  trade  and  investment  relations  with  South  Africa. 

JSwrope  and  the  Mediterranean 

—Concluded  commercial  space  launch  agreement  with  Russia. 

— Completed  trade  agreements  with  Kazakhstan  and  Belarus,  providing  recip¬ 
rocal  MFN  treatment. 

— Completed  Bilateral  Investment  Treaty  (BIT)  with  Czechoslovakia. 

— Concluded  procurement  agreement  with  the  EC  that  opened  $20  billion  EC 
heavy  electrical  market  to  U.S.  bidders. 

— Concluded  Spanish,  Greek,  and  Portuguese  accession  to  GATT  Government 
Procurement  Code  rules. 

— Concluded  successful  negotiations  with  the  EC  on  oilseeds  subsidies. 

— Secured  a  bidding  opportunity  for  U.S.  provider  of  air  traffic  control  systems 
in  the  Netherlands. 

Asia!  Pacific: 

— Concluded  beef  agreement  with  Korea  that  substantially  liberalizes  access  for 
beef  for  the  199^1996  period. 

— Concluded  the  President's  Economic  Initiative  on  standards  which  sets  out 
steps  that  Korea  will  take  in  improving  standards  testing  and  other  meas¬ 
ures. 

Sectoral: 

Intellectual  Property  and  Environment 

— Directed  the  Special  301  intellectual  property  rights  interagency  review  of 
Brazil  and  chaired  the  resulting  bilateral  negotiations. 

— Directed  Special  301  “out  of  cycle”  review  of  Argentina  and  led  bilateral  dis¬ 
cussions  in  fohow-up  to  April  1993  decision  to  elevate  Argentina  to  the  Prior¬ 
ity  Watch  List. 

— Completed  a  comprehensive  IPR  aCTeement  with  Ecuador. 

— Concluded  agreements  with  the  Philippines,  Thailand,  Taiwan  and  Hungary 
to  resolve  Special  301  problems. 
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Agriculture 

— Reached  the  Blair  House  Agreement  with  the  European  Community  and  later 
obtained  its  incorporation  into  the  Uruguay  Round  agreement. 

— ^Assisted  California  table  grape  growers  in  export  of  table  grapes  to  California; 
also  assisted  Washington  state  apple  grower  in  exporting  apples  to  Mexico. 

— Negotiated  Voluntary  Restraint  Agreements  (VRA’s)  with  Australia  and  New 
Zealand^  to  insure  that  1994  wheat  imports  would  not  exceed  the  level  which 
could  require  imposition  of  quotas. 

— Complete  negotiation  of  an  agreement  which  provided  the  basis  for  terminat¬ 
ing  a  Section  301  complaint  against  the  European  Community’s  third  Country 
Meat  Directive. 

— ^Achieved  a  multilateral  agreement  on  agriculture  in  the  Uruguay  Round  ne¬ 
gotiations. 

— Obtained  interagency  consensus  on  Exoort  Enhancement  ProCTam  (EEPs)  for 
the  following  products:  wheat,  wheat  fiour,  vegetable  oil,  barley,  barley  m^t, 
egg,  poultry  and  pork. 

GSP 

— Conducted  and  completed  1992  GSP  annual  review,  involving  108  product  pe¬ 
titions,  12  worker  rights’  petitions,  3  intellectual  property  petitions,  and  one 
expropriation  petition. 

— Coordinaied  development  of  the  Administration’s  legislative  proposal  to  ex¬ 
tend  the  GSP  program  for  the  short  term  (15  months),  which  was  successfully 
attached  to  the  Budget  Reconciliation  bill  enacted  into  law  on  August  10, 
1993. 

— Coordinated  interagency  work  on  long-term  GSP  renewal,  still  ongoing. 

— Conducted  and  completed  eligibility  of  Ethiopia,  Albania  and  Russia.  Each 
country  was  designated  as  a  ‘Ibenenciary  developing  country”  for  purposes  of 
GSP. 

Textile 

— ^Negotiated  new  quota  restraints  with  the  Dominican  Republic,  Egypt,  Guate¬ 
mala,  Hong  Kong,  Indonesia  and  Thailand. 

— Concluded  new  bilateral  textile  agreements  with  Laos,  Bahrain,  Bulgaria,  and 
Lesotho. 

— Concluded  a  new  anti-circumvention  agreement  with  Lebanon. 

— Extended  through  negotiation  agreements  with  the  Czech  and  Slovak  Repub¬ 
lics,  and  Mauritius. 

— ^Extended  the  Multifiber  Arrangement  for  one  calendar  year,  or  until  Decem¬ 
ber  31,  1993,  without  changes,  to  serve  as  a  bridge  mechanism  regulating  tex¬ 
tile  and  apparel  trade  anticipating  the  conclusion  and  implementation  of  the 
Uruguay  Round  textile  transition  mechanism. 

Industry 

— ^Directed  implementation  of  the  1991  (J.S.- Japan  Semiconductor  ACTeement. 

— ^Monitored  and  directed  implementation  of  U.S.- Japan  wood  products  agree¬ 
ment  to  expand  market  access. 

— Implemented  bilateral  agreement  with  the  European  Community  on  trade  in 
large  civil  aircraft  which  provides  strict  limits  on  government  development 
supports  and  prohibits  all  productions  supports  for  such  aircraft. 

Environment 

— ^Worked  with  environmental  groups  and  Congressional  staff  to  help  secure 
Congressional  approval  NAFTA. 

— Actively  participated  in  development  of  Administration  response  to  Felly 
cases  on  whaling  and  relating  to  tiger  bones  and  rhino  horns. 

Intergovernmental  Affairs  and  Public  Liaison 

— Conducted  extensive  outreach  in  the  business  community  and  state  and  local 
governments. 

— Initiated  educational  briefings  and  discussions  with  each  governor’s  office, 
mayors,  port  authorities  and  airport  commissions. 

— Conducted  briefings  on  the  Round,  NAlFTA,  the  Japan  Framework,  and  the 
G-7,  for  cleared  advisors  and  the  business  community. 

SUMMARY  STATEMENT 

Ambassador  Kantor.  Mr.  Chairman,  I  am  pleased  to  appear  be¬ 
fore  you  and  the  committee  today.  I  always  find  this  instructive 
and  helpful,  both  in  substance  and  also  on  the  way  in  which  we  try 
to  be  responsible  in  handling  our  budget. 
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M  you  know,  USTR’s  request  is  $21  million  for  fiscal  year  1995. 
It  is  $150,000  less  than  in  fiscal  year  1994,  which  also  includes,  of 
course,  the  supplemental  that  we  received  in  fiscal  year  1994,  for 
which  we  would  like  to  thank  the  committee  for  its  support. 

Last  year  the  President  enjoyed  the  most  successful  year  in  trade 
in  American  history  including:  the  Uruguay  round  and  negotiating 
the  supplemental  agreements  to  the  NAFTA  and  then  working 
with  the  Congress  to  assure  approval;  reaching  a  market  access 
agreement  in  Tokyo  which  engaged  the  Uruguay  round  and  really 
led  to  its  successful  conclusion  after  7V2  years;  and  reaching  a 
framework  agreement  at  the  same  time  with  the  Japanese,  which 
we  are  still  attempting  to  make  sure  the  Japanese  Government  ful¬ 
fills  its  responsibilities  under  that  agreement,  although  they  have 
fulfilled  some  parts  of  it,  let  me  make  sure  to  add. 

We  led  a  successful  APEC  meeting,  Asian  Pacific  Economic  Co¬ 
operation,  forum  in  Seattle  which  for  the  first  time  established  a 
trade  investment  framework  for  that  organization. 

As  you  know,  Mr.  Chairman,  Asia  is  the  fastest  growing  eco¬ 
nomic  region  in  the  world,  Asian  trade  now  for  this  country  is  50 
percent  higher  than  our  trade  across  the  Atlantic.  It  is  growing 
nearly  in  geometric  proportions  and,  of  course,  is  a  very  high  prior¬ 
ity  for  this  administration  and  for  the  country. 

We  negotiated  some  key  agreements  by  making  sure  U.S.  trade 
laws  were  enforced  and  our  trade  treaties  were  adhered  to,  includ¬ 
ing  a  heavy  electrical  equipment  agreement  with  Europe,  which 
opened  up  a  $20  billion  a  year  potential  market  for  our  companies; 
a  construction  agreement  with  Japan  for  the  first  time,  which 
opened  up  architectural  engineering  and  construction  services  in 
that  country  in  terms  of  government  procurement,  which  had  long 
been  closed  and  been  the  subject,  as  you  know,  of  great  controversy 
there  and,  in  fact,  criminal  activity;  and  a  telecommunications 
agreement  with  Korea. 

And  last,  but  certainly  not  least,  I  would  highlight  a  textile 
agreement  with  China  negotiated  by  Ambassador  Hillman,  which 
is,  I  think,  of  tremendous  importance.  It  put  a  cap  on  the  growth 
rate  of  textiles  and  apparel  coming  from  China  to  the  United 
States  of  zero  for  this  year  and  only  1  percent  growth  in  the  next 
4  years,  where  it  had  been  growing  at  about  15  percent,  and  even 
more  important,  for  the  first  time  put  a  cap  on  silk  apparel  coming 
into  this  country,  which  had  been  taking  the  place  of  cotton  apparel 
that  we  make  so  well  in  your  and  other  States,  and  because  it  was 
so  cheap,  was  literally  displacing  it  within  the  market. 

Included  in  the  textile  agreement,  of  course,  Jennifer  Hillman 
was  able  to  negotiate  23  bilateral  textile  agreements  in  1  year. 
That  is  an  all-time  record,  and  I  am  sure  it  will  never  be  broken. 

We  also  negotiated  the  Uruguay  round  textile  changes  which 
were  important;  reviewed  the  NAFTA  agreement  and  help  worked 
with  that.  That  took  a  grand  total  of  three  people,  which  is  quite 
impressive. 

We  have  in  1995,  of  course,  a  very  heavy  agenda,  not  as  visible 
as  in  fiscal  year  1995,  not  as  visible  as  fiscal  year  1994,  but  none¬ 
theless  important.  It  is  opening  up  markets  in  Japan  and  China. 
It  is  following  up  on  the  Uruguay  round  negotiations  and  making 
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sure  we  have  implementation  that  is  in  the  best  interests  of  our 
country  and  that  the  World  Trade  Organization  works  effectively. 

It  is  making  sure  that  we  begin  a  building  block  approach  in 
Latin  America  looking  toward  open  and  expanded  trade  in  the  sec¬ 
ond  fastest  growing  market  in  the  world,  which  is  south  of  the  Rio 
Grande.  As  you  know,  below  Mexico  is  310  million  people.  They  are 
growing  market  economies  and  growing  democracies,  and  it  is  not 
only  important  economically  for  our  country,  but  politically,  too,  be¬ 
cause  of  the  growing  stability  of  Latin  America  to  be  a  force  in  that 
stability  and  growing  democracies. 

We  have  some  items  with  the  European  union  which  we  will  con¬ 
tinue  to  work  with,  including  opening  up  their  telecommunications 
market.  As  you  know,  we  sanctioned  them  in  1994,  and  we  hope 
to  open  up  that  market — I  mean,  1993.  We  hope  to  open  up  that 
market  in  1994. 

We  have  a  problem  with  the  so-called  broadcast  directive,  which 
tries  to  limit  the  non-European  content  films,  music,  and  other  en¬ 
tertainment  products  and  use  in  the  European  market.  We  hope  to 
have  a  reorganization  with  general  system  of  preferences  known  as 
the  GSP  program. 

Our  budget  request  for  1994  and  1996  really  reflect  these  de¬ 
manding  times.  Although  we  have  increased  responsibility  in  and 
trade  increases  in  both  exports  and  imports  in  this  country,  our 
budget  goes  from  $21,150,000  to  $21  million. 

Part  of  that  is  because  of  the  extraordinary  costs  we  incurred  try¬ 
ing  to  finish  the  Uruguay  round;  trying  to  finish  NAFTA.  We  spent, 
it  is  interesting,  $270,000  alone,  Mr.  Chairman,  just  to  publish  the 
number  of  documents  the  public  has  a  right  to  in  terms  of  the 
NAFTA.  That  $270,000  for  another  agency,  of  course,  would  not  be 
a  major  expenditure.  At  USTR,  every  penny  becomes  a  major  ex¬ 
penditure  for  this  agency. 

As  you  know,  we  had  173  positions  when  we  came  into  office,  11 
of  which  are  student  positions,  so  we  leally  had  162.  We  cut  it  to 
157,  with  11  student  positions,  or  168,  so  we  have  cut  employees 
at  USTR.  We  have  cut  our  administrative  budget  in  a  number  of 
ways  to  try  to  save  money  in  order  to  carry  out  our  mission  with 
a  very  small  budget  with  an  increasing  number  of  responsibilities 
in  trade  and  also  with  our  renewed  efforts  to  really  enforce  our 
trade  laws  and  our  trade  agreements. 

I  would  like  to  make  just  three  concluding  comments:  First,  I 
would  like  to  thank  you  for  your  particular  help,  both  in  1993  and 
then  in  1994,  two  supplementals.  We  could  not  have,  frankly,  sur¬ 
vived  without  them,  and  I  think  that  they  were  in  the  best  inter¬ 
ests  of  our  country.  I  appreciate  that  greatly  from  both  my  profes¬ 
sional  standpoint  and  administrative  standpoint,  but  also  personal 
standpoint. 

Second,  I  want  to  restate  my  opinion:  The  American  taxpayer 
gets  a  huge  bang  for  the  buck,  and  no  better  bang  from  these  who 
work  for  the  USTR.  I  have  never  met,  in  public  or  private  life,  and 
1  have  been  almost  all  my  career,  as  you  know,  in  private  life,  Mr. 
Chairman,  a  harder  working  group  of  people  who  are  more  dedi¬ 
cated  to  what  they  are  doing.  We  may  agree  or  disagree  sometimes 
as  to  what  we  do,  but  they  do  it  with  dedication  and  with  a  zeal 
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that  I  think  is  commendable.  They  do  not  get  one-half  the  credit 
that  they  deserve  for  what  is  accomplished. 

This  $21  million  investment  in  the  agency’s  budget  will  pay  divi¬ 
dends  for  American  business  and  American  workers  for  years  to 
come. 

This  concludes  my  brief  remarks,  and  I  look  forward  to  your 
questions. 

Senator  Rollings.  Well,  right  to  the  point,  you  have  worked  ad¬ 
mirably,  there  is  no  question,  like  Jennifer  Hillman  getting  those 
23  agreements,  yourself,  in  getting  all  the  other  agreements  and  all 
the  progress  you  have  made.  One  thing  you  have  to  say  about  the 
Clinton  administration:  They  are  smart  and  they  are  hard  working. 
Now,  we  might  come  with  different  approaches.  I  get  a  little 
amused  when  you  point  out  you  have  spent  $270,000  for  NAFTA 
documents.  My  God.  We  have  spent  the  Treasury,  the  U.S.  Treas¬ 
ury  to  get  the  NAFTA  agreement  passed.  Come  on.  There  is  $10 
million  over  here  for  Congressman  Pickle’s  center  and  x  million 
over  here.  I  mean,  we  had  your  23  votes  beat  by  Tuesday  morning, 
but  by  Tuesday  evening,  you  bought  the  store,  I  mean  the  whole 
Congress. 

If  you  do  not  like  my  reaction,  I  just  want  you  to  understand  why 
I  get  amused. 

Ambassador  Kantor.  I  thought  I  could  divert  the  committee’s  at¬ 
tention  to  something. 

Senator  Rollings,  $270,000  is  not - 

Ambassador  Kantor.  I  can  see  I  am  never  very  good  at  doing 
that  with  the  chairman.  So  I  am  just  going  to  quit  trying  to  do 
that. 

Senator  Rollings.  Mr.  Ambassador,  I  have  a  most  difficult  time 
because  people  get  categorized  here  in  this  game  up  here  in  Wash¬ 
ington.  In  that  light,  you  just  categorized  on  textiles,  and,  ‘That  is 
all  the  poor  Senator  is  interested  in;  that  is  all  he  knows  about, 
and  the  rest  of  it  is  eyewash  and  do  not  worry  about  it.” 

The  truth  of  the  matter  is  that  we  have  watched,  I  am  a  competi¬ 
tor,  and  I  have  watched  this  trade  development  over  years  on  end, 
and  I  come  from  a  witness  before  the  old  Tariff  Commission,  U.S. 
Tariff  Commission.  They  did  not  call  it  trade  back  in  the  fifties.  At¬ 
testing  at  that  time  when  Tom  Dewey  ran  me  around  the  hearing 
room  for  two  afternoons  representing  the  Japanese.  The  argument 
at  that  time,  of  course,  was,  “Look,  what  do  you  expect  of  these 
emerging  economies  in  Europe  and  post-World  War  II  out  in  the 
Pacific  rim?  Do  you  expect  them  to  make  airplanes  and  computers? 
Let  them  make  the  shoes  and  clothing  and  the  lower  skill  products, 
and  then  we,  the  U.S. A.,  will  make  the  computers  and  the  air¬ 
planes.” 

That  picture  has  developed.  We  were  worried  about  10  percent 
of  American  consumption  being  represented  in  imports.  Now  two- 
thirds,  over  66  percent  of  the  clothing  in  this  room  is  imported  and 
86  percent  of  the  shoes.  You  are  looking  at  a  manufacturing  base. 
We  are  very  competitive  in  these  States  like  Tennessee.  Mr.  Am¬ 
bassador,  you  have  got  97  Japanese  industries  there  in  your  home 
State.  I  have  got  about  49  in  South  Carolina.  I  have  got  100  Ger¬ 
man  industries  in  my  State. 


We  kiiow  about  competition  and  creating  jobs.  Some  of  these  chil¬ 
dren  that  run  around  on  the  floor  of  the  Congress  we  have  got  to 
get  competitive,  competitiveness,  vou  know,  like  we  have  just  cre¬ 
ated  the  concept.  You  do  not  last  long  in  the  game  down  in  our  old 
backyard  unless  you  are  very  competitive  and  making  the  economy 
attractive  by  providing  the  skills  that  they  all  think  they  are  going 
to  invent  up  here. 

And  yet  we  are  losing  right  on  down  the  list.  You  can  see  it.  I 
mean,  it  is  a  lack  of  inner  city  jobs.  Back  now  in  your  State  of  Cali¬ 
fornia,  there  are  93,000  textile  apparel  jobs  in  downtown  L.A.,  and 
in  3  to  4  years,  they  will  be  in  downtown  Tijuana  or  wherever  else 
down  in  Mexico,  because  minimum  wage  is  58  cents  an  hour  there 
and  there  are  no  fringe  benefits  or  safety  or  environmental  regula¬ 
tions.  Average  prevailing  wages  in  the  apparel  industry  is  $7  an 
hour  and  all  of  the  restrictions  like  OSHA  apply.  So  the  competi¬ 
tion  and  the  policy  you  and  I  make  at  this  level  is  what  drains  us 
of  our  industrial  backbone. 

When  we  come  to  the  negotiations,  specifically  now,  with  Japan 
what  I  worry  about,  and  noticing  the  diligent  way  you  folks  are 
working  at  it,  that  we  are  talking  to  the  wrong  crowd.  We  are  de¬ 
manding  a  wrong  policy.  The  reason  I  say  the  wrong  crowd  is,  as 
you  well  know,  Congress  or  the  Diet  in  Tokyo  does  not  control  any¬ 
thing.  It  is  MITI  and  the  ministry  of  finance,  and  the  political  lead¬ 
ers  that  you  talk  to  really  do  not  have  the  clout  to  carry  forward 
anything. 

And  as  far  as  the  wrong  crowd,  I  read  a  lot  and  watch  those  who 
study  Japan.  I  take  it  you  have  read  Carl  Von-Wolfen*s  article  in 
Foreign  Affairs  last  fall  analyzing  just  this  about  negotiating  with 
the  wrong  crowd  in  Japan  and  then  making  the  wrong  demands. 

When  we  say  you  have  got  to  have  a  certain  percentage  of  the 
market  of,  let’s  say,  cellular  phones,  that  we  ought  to  have  by  this 
time  next  year,  5  percent  or  10  percent  or  whatever  the  commodity 
is — if  I  were  President  of  this  country,  a  next  to  impossible  time 
carrying  out  that  demand  on  me.  How  in  heaven’s  name  would  I 
get  the  economy  of  the  United  States  to  purchase  a  certain  percent¬ 
age? 

We  are  using  the  wrong  tools.  There  are  a  lot  of  other  good  tools 
to  be  used.  We  ought  to  do  like  the  Europeans,  which  is  just  almost 
like  Roosevelt  in  the  days  of  the  Depression.  In  order  to  keep  the 
banks  open,  he  closed  the  doors;  in  order  to  save  the  farms,  he 
plowed  under  the  crops.  In  order  to  remove  a  trade  barrier,  you 
have  got  to  raise  a  barrier  and  then  remove  them  both.  Market 
forces,  not  political  conferences,  work.  You  have  got  to  make  it  in 
their  economic  interest  in  Japan. 

I  have  been  through  these.  I  can  see  us  in  the  fish  room,  they 
called  it,  in  1961,  with  President  Kennedy  on  textiles,  talking  the 
same  way  to  the  leaders  and  about  our  special  relationship.  But, 
we  would  shake  our  heads,  “Now  we  had  an  understanding.”  You 
are  into  a  heck  of  competition  right  here  in  this  city.  Pat  Choate 
has  written  a  book  about  the  “Agents  of  Affluence”,  and  he  got  100 
law  firms,  consulting  groups  paid  $110  million.  The  constant  salary 
of  the  House  and  Senate  is  $68  million.  Sometimes  it  seems  that 
the  Japanese  are  better  represented  in  Washington  than  the  people 
of  America. 
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So  they  know  exactly  this  exercise.  You  come  to  town  and  an¬ 
other  administration  comes  to  town,  and  you  go  through  the  same 
thing  and  the  same  headlines.  And  we  do  not  get  it  because  We  just 
do  not  do  like  the  Europeans  do.  They  know  how  to  really  enforce 
their  laws  on  the  one  hand  and  the  sanctions  against  any  kind  of 
Japanese  trade  and  get  their  attention.  When  we  passed  the  textile 
bill  in  1982,  I  guess  it  was,  there  was  a  $4  billion  deficit  in  the  bal¬ 
ance  of  textile  trade  in  Europe  and  in  the  United  States.  They  en¬ 
force  their  bilaterals  and  it  is  less  than  $1  billion  in  Europe.  We 
have  gone  to  $26  billion  since  that  time,  over  the  last  10  years. 

These  are  the  kinds  of  things  that  run  through  our  minds  here 
in  Congress.  We  are  not  politically  getting  a  headline  bashing 
Japan  because,  heavens  above,  if  I  was  the  Emperor,  it  is  working. 
I  would  run  it  the  same  way.  I  am  not  bashing  Japan.  I  am  bash¬ 
ing  you  and  me  and  the  policy  itself. 

For  example,  here  are  some  of  the  things  we  could  do.  Now,  with 
respect  to  the  dumping  code,  let  me  see.  I  can  get  to  that  one.  I 
had  a  list  here,  and  I  wanted  to  go  down  some  of  the  things  that 
should  be  done.  We  had  the  free  trade  zones.  I  do  not  see  that  on 
this  list,  but  I  can  remember  some  of  the  things. 

For  one  thing,  on  these  free  trade  zones  you  will  find  that  we  are 
trying  to  enforce  a  certain  amount  of  domestic  content  as  part  of 
the  policy,  and  then  we  come  around  here  and  put  in  a  free  trade 
zone  for  the  foreign  policy  to  come  in,  and  we  grant  that  willy-nilly. 
Free  trade  zones  were  designed  and  developed  in  order  to  bring  in 
the  parts  to  get  the  assembly  jobs  for  export,  not  for  domestic  con¬ 
sumption. 

But  there  has  been  a  violation.  If  you  could  get  on  the  Secretary 
of  Commerce  and  say,  “No  more  of  these  free  trade  zones”  for  all 
of  these  local  “supe*  em  up”  groups  who,  “I  have  got  an  industry 
coming  and  all  I  need  is  a  free  trade  zone.”  They  have  got  free 
trade  zones  scattered  hither,  thither,  and  yon  frustrating  the  actual 
policy  and  intent  of  a  free  trade  zone.  That  is  No.  1  you  can  get 
with  respect  to  that  group.  I  know  you  agree  with  me  on  that. 

^^at  about  transfer  of  pricing?  Don't  you  remember  the  Presi¬ 
dent  when  he  campaigned  on  transfer  of  pricing?  And  there  have 
been  articles.  I  will  not  belabor  you  with  the  articles  and  every¬ 
thing  else  like  that,  but  why  not  get  IRS? 

These  are  things  to  make  the  Japanese,  not  to  go  to  a  conference 
and  wear  you  out  flying  back  and  forth  and,  “We  told  them,  no,  we 
are  not  going  to  give,”  and  “No,  we  are  not.”  You  do  not  have  to 
do  that.  Take  your  own  laws  and  your  own  policies  and  enforce 
them.  Just  get  them  together.  Take  the  free  trade  zone,  put  the 
IRS  on  transfer  of  pricing.  They  are  highballing  all  of  those  parts 
coming  into  these  free  trade  zones  in  order  to  show  they  do  not 
make  any  profit.  I  mean,  it  is  a  wonderful  exercise.  Candidate  Clin¬ 
ton  campaigned  against  it,  but  President  Clinton  has  not  moved  on 
that  score.  We  have  not  done  a  thing  about  it. 

No.  2,  the  best  thing  about  dumping,  these  dumping  cases,  we 
did  start  one  in  the  early  eighties  on  semiconductors.  We  can  do 
that  with  respect  to  automobiles,  particularly  with  the  devaluation 
of  the  yen  now.  I  mean,  we  can  move.  In  fact,  we  had  before  our 
committee  the  three  heads  of  General  Motors,  Ford,  and  Chrysler. 


20 

Chrysler  and  Ford  were  ready  to  go,  and  General  Motors  finally 
reneged. 

What  is  the  matter  with  the  Secretary  of  Commerce?  We  know 
those  automobiles  are  being  dumped.  There  is  not  any  question 
about  it.  They  would  know.  I  mean,  if  the  lawyers  downtown  are 
telling  the  clients  back  in  Tokyo: 

Do  not  worry.  We  are  going  through  the  same  exercise.  This  fellow  Ambassador 
in  Canada  is  a  nice  fellow  and  he  is  making  the  same  sounds  Ambassador  Bob 
Strauss  made,  Carla  Hills  made,  that  they  all  made  through  before,  and  they  all 
go  through  the  same  blooming  exercise  and  nothing  happens;  so  do  not  worry  about 
it.  They  are  not  serious.  They  are  not  enforcing  any  dumping  laws.  They  are  adul¬ 
terating  the  free  trade  zone  policy.  They  are  not  going  on  transfer  of  pricing  with 
the  IRS^, 

You  could  easily  do  that,  a  dumping  case.  Don't  you  think  we  can 
start  a  dumping  ca>38  on  automobiles  and  automobile  parts? 

JAPANESE  FRAMEWORK 

Ambassador  Kantor.  I  think  there  are  a  number  of  things  we 
can  do.  I  think  the  one  thing  I  would  not  be  described  as  is  nice 
in  Tokyo.  I  have  been  described  as  many  things.  That  is  one  thing 
I  would  not  be  described  as. 

If  I  could  state  a  couple  of  things,  Mr.  Chairman:  First  of  all,  in 
terms  of — we  have  not  asked  for  any  market  share  whatsoever  in 
these  framework  negotiations. 

Senator  Rollings.  I  am  reading  it  wrong  in  the  newspapers? 

Ambassador  Kantor.  There  were  three  parts  to  the  framework: 
One  was  global  agreements,  which  the  Japanese  have  cooperated 
with  us  on  population  and  other  questions,  AIDS  and  so  on. 

The  second  was  macroeconomic  stimulus,  which  they  have  taken 
a  step,  but  not  a  very  large  one,  toward  trying  to  stimulate  the 
economy,  but  I  would  only  indicate  that  as  soon  as  they  decided 
they  would  give  a  rebate,  which  is  not  as  big  a  stimulus,  as  you 
know,  as  cutting  the  tax  rate,  they  decided  they  would  have  to 
raise  the  so-called  social  tax  to  pay  for  it,  the  ministry  of  finance, 
and  you  are  correct,  very  powerful,  the  most  powerful,  one  of  the 
most  powerful  forces  in  Japan,  is  very  conservative  in  that  respect, 
and,  of  course,  has  stopped  the  Hosokawa  Coalition  from  moving 
forward.  That  is  No.  2. 

But  No.  3  were  the  sectoral  agreements,  which  were  the  main 
factor  for  the  breakdown  of  the  talks.  The  fact  is  we  wanted  three 
things:  One,  a  goal,  which  was  written  into  the  framework  which 
the  Government  of  Japan  signed,  which  said  increased  access  for 
foreign  competitive  products,  not  just  United  States  products,  for¬ 
eign  competitive  products.  They  would  not  even  agree  to  that. 

Two,  a  whole  set  of  deregulatory  items  which,  in  fact,  we  had  a 
large  agreement  on  in  each  of  the  four  sectors:  Medical  technology; 
telecommunications,  that  is  in  government  procurement;  auto  and 
auto  parts;  and  insurance.  But  last  came  the  most  controversial 
part  and  the  part  we  read  about  in  the  newspapers,  which  has  not 
been  correctly,  1  think,  articulated,  unfortunately  in  the  public 
press. 

What  the  United  States  wanted  to  do  was  to  stick  to  the  frame¬ 
work  and  the  Japanese  to  adhere  to  their  responsibilities.  All  they 
called  for  was  objective  criteria,  quantitative  or  qualitative,  or  both. 


21 


which  were  measures  of  success.  In  other  words,  we  wanted  a 
speedometer,  not  a  speed  limit.  We  did  not  want  market  shares;  we 
wanted  a  trend  line.  We  wanted  to  say,  “Is  this  agreement  success¬ 
ful?  Are  these  deregulation  measures  opening  up  in  these  various 
critical  sectors?”  So  that  is  to  just  make  sure  the  record  is  clear  as 
to  what  the  agreement  said  and  what  the  United  States  was  trying 
to  adhere  to. 

But  No.  3,  I  think  something  should  be  made  clear:  Immediately 
upon  the  failure  of  those  talks  we  were  faced  with  a  decision  on  the 
15th  of  February  whether  or  not  to  begin  the  sanction  process, 
which  meant  we  had  to  find  Japan  in  violation  of  the  cellular  tele¬ 
phone  agreement  for  their  actions  in  locking  Motorola  out  of  the 
Tokyo  market  of  60  million  people,  as  big  as  the  market  as  from 
Washington  to  Boston,  which  they  had  done,  and  they  had  violated 
three  different  commitments  on  the  part  of  the  Japanese  Grovem- 
ment  and  the  Japanese  agent  in  this,  which  was  a  company  called 
IDO,  and  we  did  that.  On  the  15th  we  announced  it,  and  we  are 
going  to  publish  a  list,  as  we  have  to  under  the  law,  within  30  days 
of  potential  retaliatory  items.  We  will  hold  public  hearings  for  pub¬ 
lic  comment,  and  we  are  moving  on  that  item. 

The  President  is  also  considering,  which  we  have  made  up  for  4 
weeks,  and  is  considering  a  number  of  potential  actions,  which  I 
will  not  characterize,  but  they  would  not  be  entirely  different  from 
what  you  have  just — some  of  which  you  have  stated  here  today, 
that  we  will  follow  in  order  to  open  those  markets  up.  This  is  not 
a  matter  of  bashing  anyone,  as  you  correctly  state.  It  is  a  matter 
of  opening  Japan's  market. 

Now,  where  we  might  disagree  is  that,  and  I  will  use  Smyrna, 
TN,  as  an  example.  Opening  Japan’s  market  is  critical.  It  is  the 
second  largest  economy  in  the  world.  They  import  less  than  one- 
half  of  manufactured  goods  to  gross  product  than  any  other  devel¬ 
oped  country  in  the  world.  If  they  just  imported  the  same  percent¬ 
age  as  the  United  States  in  manufactured  products  they  would  im¬ 
port  another  $168  billion  in  manufactured  goods  and,  in  fact,  would 
make  a  huge  dent  in  their  trade  surplus,  not  only  with  the  United 
States,  but  with  the  world,  which  would  have  a  very  good  effect  on 
the  world  economy. 

So  we  need  to  open  their  markets  for  our  goods.  In  Smyrna,  TN, 
Nissan  has  a  plant,  which  is  the  largest  single  automobile  plant  in 
North  America  under  one  roof,  and  there  are  a  huge  number  of 
suppliers,  as  you  know,  that  have  gathered  around  in  that  area  em¬ 
ploying  thousands  of  my  colleagues  I  grew  up  with  in  Tennessee. 

Wiat  we  do  not  want  to  do,  of  course,  is  to  lock  our  markets 
down  and  kill  foreign  investment  in  our  country,  whether  it  is  in 
South  Carolina  ♦*  Mercedes  in  Alabama.  What  we  want  to  do  is 
open  a  market  in  Japan  which  is  closed  not  only  to  the  United 
States  but  to  the  rest  of  the  world,  which  would  have  a  positive  ef¬ 
fect  upon  global  growth.  We  are  going  to  do  it.  This  administration 
is  committed  to  it,  and  if  it  takes  some  very  tough  actions  on  our 
part,  this  President  is  ready  to  proceed. 

Senator  Rollings.  But  it  is  not  tough  actions;  it  has  got  to  be 
realistic  actions.  You  and  I  are  probably  trying  to  say  the  same 
thing,  but  you  use  goals.  I  am  dismayed  with  goals. 
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This  Congress  up  here  in  Washington  has  got  all  kinds  of  goals 
now  in  education.  Heavens  above,  everybody,  reading,  writing, 
arithmetic,  they  want  higher  SAT  scores  and  everything  else.  They 
do  not  need  Washington  if  they  give  them  money  for  the  teachers. 
I  can  tell  you  how  to  do  it:  Out  there  at  Rancho  Mirage,  CA,  they 
pay  a  teacher  $70,000;  I  would  pay  in  the  inner-city  of  Los  Angeles 
$140,000.  I  would  double  the  salary.  You  would  get  the  best  teach¬ 
ers  in  downtown  Los  Angeles.  You  will  really  get  some  results  and 
quit  wasting  all  this  money  on  empowerment  zones  and  enterprise 
zones  and  all  these  fuzzy  Washington  needs  just  trying  to  identify 
hit-and-run  driving.  Identify  with  the  problem;  goals  for  education; 
goais  on  trade,  and  say,  “Look  what  we  done  done.” 

How  are  you  going  to  open  markets?  You  have  got  to  raise  a  bar¬ 
rier  to  make  it  to  their  economic  interest.  We  have  not  made  it  in 
their  economic  interest.  Now,  we  have  been  playing  to  their  politi¬ 
cal  interest,  saying,  “Look,  we  rebuilt  you  after  World  War  II  under 
the  Marshall  Plan.  Why  aren’t  you  grateful  and  why  don’t  you  open 
up  to  a  certain  extent,  or  a  goal,  or  a  measure?”  I  think  that  is 
wrong;  it  doesn’t  work. 

Whether  we  sell  two  Motorolas  or  200,000  Motorola  cellular 
phones,  it  is  up  to  Motorola  and  the  market  over  in  Japan,  I  can 
see  they  are  tongue-in-cheek  about  managed  trade.  They  are  the 
masters,  masters  of  managed  trade,  and  said,  “We  do  not  want  to 
go  with  managed  trade.” 

Again,  we  can  get  a  dumping  case  started  if  we  would  enforce 
our  own  laws.  I  see  it  in  Texas.  All  we  ever  wanted  to  do  was  to 
enforce  the  bilaterals.  Incidentally,  I  mean,  in  China,  yes,  Hillman 
did  a  wonderful  job  there,  but  what  happened  is.  Customs  told  us 
there  was  $5  billion  in  transshipments.  We  indicted  them  for  $2 
billion,  and  you  compromised  at  $1  billion.  So  if  I  am  doing  busi¬ 
ness  in  China  I  am  saying,  “Well,  the  policy  is  you  can  get  by  with 
80  percent  of  it.  They  might  catch  you  on  20  percent,  but  that  is 
a  pretty  good  deal  for  transshipments,  so  we  will  continue  to  trans¬ 
ship  apparel  the  best  we  can.” 

YOU  do  not  have  to  do  much  of  that.  Shanghai  Textiles  has  al¬ 
ready  bought  100,000  acres  down  there  in  your  NAFTA,  in  Mexico. 
You  are  giving  them  the  free  trade,  the  duty-free  platform  to  ship 
into  the  United  States.  So  they  will  not  have  to  worry  too  much 
about  that. 

But  back  to  the  point,  we  have  got  to  get  more  realistic.  If  you 
find  out  you  can  get  by  with  80  percent  of  it;  if  you  find  out  if  you 
get  a  little  goal  and  we  will  agree  on  another  goal  and  give  a  little 
bit  to  Motorola,  that  is  really  not  breaking  that  system,  and  Japan 
is  a  tough  system  to  break.  But  the  Europeans  have  broken  it. 
They  know  how  to  do  it.  They  know  how  to  deal.  If  you  think  it 
is  tough  to  get  a  car  inspected  in  Tokyv)  in  only  4  months,  in  France 
you  cannot  buy  a  1994  Toyota  until  January  1,  1995.  They  take  1 
year  to  inspect  it.  They  know  how  to  play  the  Japanese  game,  “We 
will  play  it  by  your  rules,”  and  that  is  how  they  handle  it. 

Whether  we  like  it  or  not,  that  is  the  only  realistic  way  to  win 
in  this  global  competition  that  they  are  talking  about. 

Ambassador  Kantor.  You  and  I  do  not  have  any  disagreements. 
Let  me  just  say  in  this  administration,  we  do  not  do  everything 
right.  It  may  shock  you  that  I  said  that,  but  we  try  to  do  as  much 
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right  as  we  can  and  try  to  listen.  What  we  did  in  textiles  in  China 
is  historic.  We  literally  put  the  lid  on  those  transshipments 
and - 

Senator  Rollings.  That  is  a  start,  I  agree. 

Ambassador  Kantor.  And  the  textiles  and  apparels  coming  in, 
we  stopped  that  growth.  What  we  did  with  heaw  electrical  equip¬ 
ment  in  Europe  is  open  up  a  $20  billion  market.  What  we  did  with 
construction  in  J^an,  and  Europeans  never  did,  and  that  is  open 
up  those  services  for  the  United  States  and  other  companies  for  the 
first  time  in  history.  We  opened  up  a  rice  market  in  Japan  for  the 
first  time.  It  is  small,  and  it  is  going  to  grow,  but  it  is  a  beginning. 
It  was  a  historic  first.  We  even  opened  one  in  Korea.  We  opened 
a  telecommunications  market  in  Ivorea,  which  had  been  closed  to 
our  companies,  and  AT&T  immediately  received  a  contract  there. 

So  not  that  we  have  done  everything  right,  but  I  think  we  have 
done  enough  right  and  we  are  on  the  right  track,  I  think  one-half 
my  job,  as  I  said  in  my  confirmation  hearing,  is  to  enforce  the  law 
and  enforce  our  treaties.  If  we  just  did  that  we  would  make  some 
great  progress. 

Obviously,  the  President's  leadership  and  with  the  g^at  support 
of  Congress,  we  got  the  Uruguay  round  and  the  NAFTA,  which  I 
know  is  not  your  favorite  subject,  and  I  think  we  got  a  good  start 
on  APEC,  and  I  believe  that  we  have  enormous,  enormous  potential 
in  putting  together  Latin  America  and  Asia  using  the  United 
States  as  a  hub. 

I  think  you  are  right;  I  think  you  and  I  are  not — we  say  it  in  dif¬ 
ferent  ways,  but  we  are  going  in  the  same  direction.  We  have  got 
to  make  sure  that  we  open  up  these  markets  around  the  world  be¬ 
cause  U.S.  companies  have  never  been  more  competitive  and  pro¬ 
ductive.  U.S.  workers  are  the  most  productive  workers  in  the 
world.  That  is  why  all  these  companies  are  moving  here,  because 
they  know  that.  We  are  the  low-cost  producer  row  in  the  world. 

So  we  have  never  been  better  able  to  compete,  and  our  job  now 
is  to  open  these  markets  around  the  world  to  make  sure  we  can 
get  those  products  into  those  growing  economies. 

SUPER  301 

Senator  Rollings.  Then  super  301.  Now  you  mentioned  GATT. 
I  mentioned  the  free-trade  zones  and  the  matter  of  the  dumping 
cases  and  the  matter  of  the  transfer  of  pricing.  What  about  super 
301?  You  wrote  us  a  letter  back  in  June  of  last  year  that  before 
the  end  of  the  year  you  would  have  the  reenactment  of  a  super  301. 
You  support  that.  Do  you  still  support  that? 

Ambassador  Kantor.  Absolutely. 

Senator  Rollings.  Can  you  do  it  under  GATT? 

Ambassador  Kantor,  We  can  do  it  under  GATT,  301,  All  super 
301  is,  as  you  know,  is  a  procedural  mechanism. 

Senator  Rollings,  I  know,  but  have  you  gotten  GATT  permis¬ 
sion  to  enforce  it? 

Ambassador  Kantor.  Well,  not  permission.  We  have  always 
under  301 — now,  if  and  when  301  is  reinstituted,  and  we  support 
it,  what  that  does  is  it  provides  automaticity  to  the  procedure  to 
begin  the  process  of  determining  whether  someone  has  carried  out 
either  unfair  trade  practices  or  is  violating  the  trade  agreement. 
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Then,  of  course,  you  have  to  go  to  301  forvour  remedy  and  then, 
of  course,  301  requires  you^  to  the  GATT  first,  assuming  it  is  a 
GATT-covered  item  or  a  GAlr-covered  country. 

Now,  if  it  is  not,  we  can  act  unilaterally. 

Senator  HOLLINGS.  The  World  Trade  Organization  has  got  to  ap¬ 
prove  it,  though;  is  not  that  right? 

Ambassador  Kantor.  You  do  not  have  to  approve  it  if  it  is  not 
a  GATT-covered  item  or  GATT-covered  country,  and  under  the  new 
disputes  settlement  mechanism,  frankly,  of  the  World  Trade  Orga¬ 
nization,  when  it  goes  into  effect,  Mr.  Chairman. 

Senator  HoLLiNGS.  But  if  it  is  a  GATT - 

Ambassador  Kantor.  It  is  a  better  mechanism.  It  allows  for 
cross  retaliation  and  it  is  in  the  U.S.  interest.  It  is  a  verygood  set¬ 
tlement  mechanism,  much  better  than  the  current  GATr  mecha¬ 
nism,  which  has  been  frustrating  to  all  of  us. 

Senator  Domenici.  That  is  in  the  new  GATT? 

Ambassador  Kantor.  Yes. 

Senator  Domenici.  Excuse  me. 

Senator  Hollings.  That  is  all  right.  Because  I  have  heard  other¬ 
wise,  and  I  wanted  to  get  that  clear  as  to  what  is  in  that  GATT 
with  respect  to  that. 

Ambassador  Kantor.  That  is  the  majority,  but  there  are  certain 
countries  and  certain  practices.  For  instance,  Karetzu  practices  in 
Japan  would  not  be  covered  even  under  the  new  World  IVade  Orga¬ 
nization  and  would  be  subiect  to  our  301  regardless  of  the  imple¬ 
mentation  of  the  new  World  Trade  Organization.  That  would  just 
be  one  example. 

China  which  is  not,  of  coui'se,  a  member  of  GATT  and  on  today's 
facts,  would  not  be  a  member  of  the  World  Trade  Organization,  al¬ 
though  they  want  accession  to  it,  would  not  be  covered  also.  Any 
act  or  practice  in  China  v/ould  be  subject  to  our  301. 

Senator  Rollings.  But  GATT  covers,  you  know,  almost  any¬ 
thing — intellectual  property  and  textiles. 

Ambassador  Kantor.  The  new  World  Trade  Organization  will 
cover  a  lot  more. 

Senator  Rollings.  And  that  is  what  I  mean,  and  that  is  who  we 
have  got  to  go  through  rather  than  super  301.  That  is  the  mis¬ 
giving:  You  say,  “We  approve,”  and  “Fine,”  and,  “Go  ahead.  Con¬ 
gress.  Let's  give  us  a  super  301,”  but  then  in  the  other  minutes  you 
say,  “By  the  way  give  us  GATT,”  and  the  World  Trade  Organiza¬ 
tion  you  have  got  to  go  through  them  once  you  sign  that. 

Ambassador  Kantor.  Yes,  sir;  if  the  dispute  settlement  mecha¬ 
nism,  Mr.  Chairman,  was  not  as  effective  as  it  is,  if  it  did  not  have 
time  limits  and  time  limits  on  appeal  and  did  not  allow,  and  for¬ 
bids  for  the  first  time  any  country  under  GATT  now,  you  know,  can 
block  a  ruling.  It  cannot  under  the  new  World  Trade  Organization, 
and  allows  for  cross  retaliation.  Let  me  take  you  to  intellectual 
property,  which  you  mentioned,  which  is  a  very  important  item  for 
our  country.  It  is  computers  and  pharmaceuticals  and  entertain¬ 
ment  products  where  we  do  best  in  the  world.  We  do  well  in  many 
things,  but  that  is  what  we  do  best. 

Under  this,  because  we  are  such  a  large  exporter  and  we  import 
by  comparison  so  little,  to  win  a  case  in  the  new  World  Trade  Orga¬ 
nization  would  not  be  very  effective  if  you  could  only  retaliate  in 
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that  sector.  What  you  can  do  under  the  new  World  Trade  Organiza¬ 
tion  rules  is  cross  retaliate  into  another  sector.  Say  it  was  a  coun¬ 
try  where  textiles  and  apparel  or  seme  other  item  was  their  most 
important  item  coming  into  the  United  States;  you  could  cross  re¬ 
taliate  in  that  sector.  It  is  a  much  stronger  device,  and  so  we  are 
much  mere  comfortable  with  the  World  Trade  Organization  than 
we  have  been  with  GATT  in  using  that  mechanism. 

CIFUS 

Senator  Hollings.  Jump  then  to  CIFUS.  You  are  a  member  of 
that,  I  think,  that  committee  on  foreign  investment,  and  should  not 
CIFUS  be  more  carefully  examining  the  sale  of  U.S.  high-tech  com¬ 
panies? 

We  have  got  Japan  firms  nit-picking  us.  This  is  out  in  your  back¬ 
yard  in  California.  Another  heading,  ‘‘Japanese  Target  U.S.  Com¬ 
puter  Firms”.  Over  the  past  5  years  Japanese  companies  have 
made  close  to  140  acquisitions  in  United  States  computer  and  re¬ 
lated  industries,  right  on  down  to  article  after  article.  We  talk 
about  it,  but  they  are  not  doing  much  there  at  CIFUS  either. 

Ambassador  Kaotor.  It  is  a  concern.  It  is  something  we  ought 
to  look  at,  but  I  think  it  should  not  escape  our  attention  that 
whether  it  is  high  definition  television  or  semiconductors  or  com¬ 
puters  or  massive  parallel  processors  or  personal  computers,  we  are 
now  leading  the  world.  As  you  know,  for  years  we  were  not  the 
largest  semiconductor  maker  in  the  world;  Japan  had  passed  us. 
We  now  have  retaken  that  lead,  given  the  hard  work  by  an  indus¬ 
try,  and  I  think  policies  in  two  administrations,  or  three  adminis¬ 
trations,  which  have  been  very  helpful.  In  massive  parallel  proc¬ 
essors,  we  do  not  have  any  equal  in  that  area,  although  I  would 
say  there  have  been  four  procurements  in  Japan  in  the  last  6 
months  of  those,  and  we  have  only  won  three  of  the  four.  We  can¬ 
not  understand  what  happened  to  the  fourth.  It  is  always  interest¬ 
ing. 

In  personal  computers  and  computers,  even  in  the  Japanese  pri¬ 
vate  market,  we  have  40  percent  of  the  Japanese  private  market 
in  computers.  What  is  interesting  about  that  fact  is  in  the  govern¬ 
ment  procurement  market,  Mr.  Chairman,  we  have  four-tenths  of 
1  percent. 

So  where  there  is  a  willingness  to  make  a  private  decision  and 
where  the  Japanese  ministries  stay  out  of  the  decisionmaking,  we 
do  quite  well.  Motorola  has  one-half  the  cellular  telephones  in 
Japan  outside  of  Tokyo  in  Nagoya  because  they  are  allowed  to  com¬ 
pete.  We  have  never  been  in  a  better  position  to  compete  in  more 
areas  than  this.  We  have  an  administration  and  you  are  about  to 
hear  from  the  best  SBA  Director  in  American  history.  He  is  from 
your  part  of  the  country.  That  is  why  he  is  so  smart,  Mr.  Chair¬ 
man. 

He  will  tell  you  how  we  are  trying  to  bring  small-  and  medium¬ 
sized  business  into  this  process  in  order  to  make  sure  that  those 
creative  enterprises  who  are  doing  so  well  also  become  part  of  this 
international,  global  competitive  surge  that  we  are  experiencing  in 
this  country. 

Seiiator  Hollings.  Well,  let  me  jump  to  one  question. 
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Senator  Domenici.  Do  you  mind  if  I  ask  a  question,  Mr.  Chair¬ 
man? 

Senator  Hollings.  Sure.  Please,  go  ahead. 

Senator  Domenici.  On  their  government  procurement,  Mr. 
Kantor,  you  mentioned  four-tenths  of  1  percent  versus  40  percent 
in  the  open  market  there. 

Do  they  not  have  access,  their  products,  to  our  Government?  I 
see  all  these  Japanese  products  around  here.  I  assume  the  Amer¬ 
ican  Government  buys  aJl  this. 

Ambassador  Kantor.  They  do,  and  we  are  looking  at  that  agree¬ 
ment.  We  are  going  to  have - 

Senator  Domenici.  I  am  not  trying  to  say  we  should  not,  but  it 
sure  ought  to  be  a  bargaining  chip,  it  seems  to  me.  That  is  one  we 
could  procure  them  out  of.  Congress  could  write  that  in. 

Ambassador  Kantor.  We  believe  in  this  administration  and  in 
what  you  are  implying.  If  trade  is  a  two-way  street - 

Senator  Domenici.  Absolutely. 

Ambassador  Kantor  [continuing].  There  ought  to  be  comparabil¬ 
ity,  Where  there  is  not  and  where  there  are  unfair  practices  we 
ought  to  take  the  action,  as  we  did  in  construction,  as  are  moving 
in  the  cellular  telephone  agreement.  And  I  think  the  chairman  was 
saying  that,  too.  But  it  has  opened  their  markets.  There  may  be 
some  philosophical  difference  with  the  Chair  here. 

I  am  a  little  worried  when  we  start  shutting  down  our  markets, 
because  what  we  are  doing  is  shooting  ourselves  somewhere  below 
the  knees  by  doing  it.  But  we  ought  to  be  very  tough  about  opening 
not  only  Japan’s  markets  but  markets  in  Thailand  or  Taiwan  or  in 
China,  depending  on  the  product,  or  in  Europe,  where  they  try  to 
inhibit  the  sale  of  our  audio-visual  products  in  television  because 
they  want  so-called  European  content  products. 

That  is  where  we  have  to  be  vigilant  and  we  have  to  be  resolute, 
and  this  President  is  ready  and  willing  to  do  so,  and  by  the  way, 
I  think  we  have  bipartisan  backing  in  the  Congress  in  that  respect. 

Senator  Hollings.  Let’s  see.  We  have  got  where  you  can  repair 
the  15  percent  disadvantage  immediately  in  global  competition. 
You  have  got  to  take  the  lingo  that  you  hear  around  this  town  to 
make  sense,  and  on  that  score  in  a  dumping  case,  and  we  have  had 
this  out  and  we  had  a  93  margin  vote,  bipartisan  vote  in  the  U.S. 
Senate.  Back  in  1988  they  called  it  “veto  bait”,  but  we  will  have 
it  again,  and  we  will  see  how  they  vote. 

^^at  happens  is,  in  trying  to  determine  dumping,  the  domestic 
price  and  the  exported  price  here  in  the  country,  in  other  words, 
that  cut  that  you  have  got  right  there,  we  find  out  how  much  they 
are  selling  cups  back  in  Tokyo  and  then  have  them  ship  them  here 
to  the  United  States,  how  much  we  are  selling  them  for  here.  All 
GATT  countries  subtract  from  the  Tokyo  price  cost,  insurance  and 
CIF. 

They  do  not  add  on  in  determining  that  in-country,  in-U.S.  price 
the  exporter’s  sales  price  offset,  which  is  the  sales  promotion.  We 
had  that  in  the  Smith  Corona  case,  and  the  Supreme  Court  said 
the  language  was  vague  and  the  Secretary  of  Commerce  could  de¬ 
termine,  and  he  has  not  determined  arbitrarily. 

So  the  court  said,  “We  cannot  find  any  arbitrariness  in  its  deci¬ 
sion  and  the  language  was  vague.  We  could  come  down  either 
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way.”  All  GATT  countries  come  down  to  not  including  the  exporter 
sales  price  offset  and  all  the  promotional  costs,  and  then  you  go  to 
the  Timken  case,  which  was  the  profits,  and  we  take,  not  only  add¬ 
ing  on  to  make  sure  it  is  not  dumping  and  getting  a  higher  price, 
we  add  on  the  profits  under  the  Timken  case. 

Again,  the  court  said  that  could  be  done  just  by  administrative 
action  right  by  the  Secretary  of  Commerce.  Now,  the  argument 
was,  and  you  have  just  completed  GATT,  'Wait  a  minute.  We  are 
going  to  GATT  and  we  are  going  to  get  that  cleared  up,  and  we  are 
going  to  bring  them  all  around,  and  they  are  all  going  to  go  our 
way,” 

False.  We  have  all  gone  their  way  except  the  United  States.  Now 
you  do  not  have  the  GATT  ar^ment  that  they  gave  me  and  have 
been  giving  me  now  for  a  good  15  years  in  both  administrations. 
Why  not  take  administratively  with  the  Secretary  of  Commerce  so 
that  the  Japanese  know  he  is  serious.  If  I  am  the  lawyer  downtown 
for  the  Japanese  I  am  saying: 

Hosokawa,  don’t  worry.  They  are  not  enforcing  the  dumping.  CIFUS  is  just  a  fluff 
organization  and  not  reviewing  that.  They  are  certainly  not  bringing  any  dumping 
cases,  and  in  trying  to  determine  dumping,  they  are  giving  us  a  15-percent  advan¬ 
tage  by  including  the  sales,  promotion,  TV,  and  all  the  salaries  in  the  profits.  So 
if  they  are  not  enforcing  their  own  policies  and  written  into  formal  law  here,  why 
should  you  get  excited  about  a  little  Motorola  in  cellular?  Give  them  a  little  bit  of 
cellular.  Let  Motorola  go  ahead  and  sell  a  few  things  and  we  will  wait  for  another 
administration  to  come  to  town. 

And  there  is  a  little  bit  here  and  a  little  bit  there.  That  is  not 
trade.  Why  do  we  do  that? 

Ambassador  Kantor.  First,  you  may  have  awhile  to  wait  for  an¬ 
other  administration,  but  that  is  for  another  discussion. 

Senator  Rollings.  I  hope  so.  But  you  all  have  got  to  get  serious 
about  the  dumping  practices  and  the  policy  here.  You  do  not  have 
the  GATT  argument  an3miore.  They  have  affirmed  as  GATT  in¬ 
formed  me,  and  why  not  go  ahead  now  that  we  know  it  is  in  GATT 
conformists  and  remove  that  disadvantage  to  ourselves? 

Ambassador  Kantor.  It  is  fascinating.  I  think  we  have  an  oppor¬ 
tunity  here  under  article  2.4,  the  new  antidumping  agreement  in 
under  the  World  Trade  Organization,  and  I  will  read  it  to  you  and 
give  this  to  your  staff.  In  both  cases  where  it  involves  the  exporter, 
the  exporter  sales  prices,  one  thing  you  are  talking  about  is,  “How 
do  you  deal  with  profits  under  that?”  And  then  the  second,  of 
course,  as  you  mentioned,  the  new  antidumping  agreement  pro¬ 
vides  that: 

A  dumping  margin  of  fair  comparison  shall  be  made  to  the  same  level  of  trade 
normally  ex-factory  level  by  allowance  shall  be  made  under  each  case  on  its  merits 
for  the  difference  which  affect  price  comparability. 

It  is  possible  that,  not  probable,  that  article  2.4  would  permit 
dumping  margins  for  ASP  sales  to  be  calculated  by  removing  all 
the  indirect  expenses  from  the  U.S.  price.  It  is  very  interesting. 

So  for  the  first  time  we  have  other  language  on  ASP  for  profit, 
so  we  have  for  the  first  time  now  in  this  new  World  Trade  Organi¬ 
zation  language  that  we  can  point  to  that  might,  in  fact,  go  directly 
to  the  concerns  you  have  had  for  years. 

Senator  Rollings.  We  do  not  have  might  have  to  do  it.  We  can 
just  do  it  like  they  do. 
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Ambassador  Kantor.  This  reflects,  of  course,  as  you  correctly 
stated,  the  Europeans  have  preceded. 

Senator  ROLLINGS.  Right. 

Ambassador  Kantor.  What  I  am  saying  to  you  is:  I  think  it  is 
something  we  should  look  at  carefully  and  work  with  you  on  and 
I  will  talk  to  Secreta^  Brown  about  that.  As  you  know,  we  d(  not 
administer  the  dumping  laws,  but  it  is  something  of  some  interest 
to  us  that  this  language  is  there,  and  I  think  it  has  some  possibili¬ 
ties. 

Senator  Rollings.  I  am  making  progress.  I  will  give  one  more 
question. 

Ambassador  Kantor,  We  have  got  to  sit  here  long  enough,  Mr. 
Chairman,  for  you  to  make  more  progress.  [Laughter.] 

BUDGET  WAIVER 

Senator  Rollings.  Senator  Domenici  and  I  are  always  interested 
in  these  budget  waivers,  because  we  put  it  in  Gramm-Rudman-Hol- 
lings,  and  it  would  require  a  budget  act  waiver  to  implement  the 
Uruguay  round  because  the  Wall  Street  Journal  says  that  that  is 
what  you  are  looking  for,  that  the  tariff  revenue  in  1994  is  $18  bil¬ 
lion;  that  you  are  cutting  one-third  to  one-half,  let's  say  one-third, 
$6  billion.  Over  5  years  that  is  $30  billion.  Use  a  minimum  figure 
of  $15  billion  to  try  and  sneak  by.  You  are  asking  for  a  budget 
waiver? 

Ambassador  Kantor.  No,  sir;  we  have  not  asked  for  any  waiver. 
It  is  always  fascinating  to  me  that  a  new  resident  here  in  the  Na¬ 
tion's  Capital  that  it  is  impossible  to  have  a  meeting  an3^here  in 
the  White  Rouse  that  does  not  appear  in  the  newspapers  the  next 
day,  frequently  not  correctly  reported,  but  always  there.  There 
were  a  number  of - 

Senator  Rollings.  I  wish  they  would  report  it.  I  am  going  over 
there  to  dinner  on  Thursday  night,  but  they  will  never  report  it. 
[Laughter.] 

Ambassador  Kantor.  Mr.  Chairman,  if  we  get  enough  people  in 
that  room,  I  guarantee  you  it  will  be  reported.  [Laughter.] 

We  understand  that  it  is  about  $13.9  billion  over  5  years. 

Senator  Rollings.  You  bring  in  the  fact  it  is  going  to  cut  tariffs. 
No  kidding.  You  will  get  $18  billion. 

Ambassador  Kantor.  It  is  going  to  cut  tariffs  $14.9  billion  over 
5  years. 

Senator  Rollings.  Over  5  years? 

Ambassador  Kantor.  It  will  in  Federal  revenues — two  studies 
have  now  been  done — over  $40  billion  in  the  same  period  of  time. 

Senator  Rollings.  Wait  a  minute.  You  are  going  back  to 
Reaganomics;  the  laugh  occurred  internationally.  You  are  going  to 
have  growth,  growth. 

Ambassador  Kantor.  I  have  not  seen  Arthur  Laffer  in  about  5 
years,  Mr.  Chairman. 

Senator  Rollings.  That  is  what  they  told  me  in  1981,  and  the 
thing  that  grew  of  interest  to  he  and  me  both  is  the  debt:  It  has 
gone  through  the  ceiling.  Now  you  are  going  to  give  us  growth. 

Ambassador  Kantor.  We  cannot  count  that  though.  On  the 
PAYGO  system,  it  does  not  count  it.  We  are  looking  for  offsets  to 
match  that  $13.9  billion. 
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Senator  Hollings.  How  are  you  going  to  get  the  offsets?  You  are 
going  to  get  offsets,  and  it  is  not  going  to  come  from  growth, 
growth,  growth.  We  have  got  candidates  running  all  over  the  coun¬ 
try  on,  growth;  growth;  growth. 

Ambassador  Kantor.  It  cannot.  It  cannot  under  rules,  and  we 
will  not  do  that.  We  have  to,  as  we  did  in  NAFTA,  come  back  with 
real  offsets. 

Senator  Hollings.  So  you  are  going  to  come  back  with  real  off¬ 
sets? 

Ambassador  Kantor.  We  have  to  or  we  have  got  to - 

Senator  Hollings.  You  are  giving  us  real  figures.  You  say  $13.9 
billion  over  5  years? 

Ambassador  Kantor.  Over  5  years. 

Senator  Hollings.  I  think  that  is  wrong.  That  is  interesting  to 
get  these  offsets  and  not  a  budget  waiver,  but  in  any  event,  I  will 
yield  to  my  distinguished  ranking  member. 

Senator  DOMENICI,  Thank  you,  very  much,  Mr.  Chairman. 

I  am  not  going  to  take  a  lot  of  time  because  I  want  to  interrogate 
the  SBA  Director,  and  I  have  to  go  to  see  the  Secretary  of  Treas¬ 
ury. 

Ambassador  Kantor.  Thank  goodness.  Senator.  He  is  smarter 
than  I  am,  and  he  is  better  looking. 

Senator  Domenici.  You  are  doing  great.  That  is  why  I  am  going 
to  leave  you  alone.  Let  me  tell  you,  however,  I  wanted  you  to  know 
that  last  night  at  6:15  or  6:30  I  made  a,  for  me,  not  too  forceful, 
but  nonetheless  rather  pointed  speech  about  the  Reid  constitutional 
amendment.  I  wanted  you  to  know  that  I  attributed  to  you  the  no¬ 
tion  that  under  the  Reid  amendment  we  could  buy  the  Brooklyn 
Bridge. 

Senator  Hollings.  Yes,  sir,  we  could  sell  it. 

Senator  Domenici.  We  would  buy  it  or  sell  it.  It  would  not  mat¬ 
ter. 

Senator  Hollings.  We  have  got  it  now. 

Senator  Domenici.  Whatever  happened  there  does  not  affect  the 
budget. 

Senator  Hollings.  Capitalize  ever3d:hing. 

Senator  Domenici.  Capitalize  it. 

Senator  Hollings.  Capitalize  this  table  and  the  room  and  every¬ 
thing  else  and  we  are  not  spending  enough. 

Senator  Domenici.  Right.  I  also  told  them  they  were  having  trou¬ 
ble  finding  how  large  a  capital  budget  there  was;  somebody  thinks 
$46  billion,  some  people  think  $160  billion,  but  we  will  work  all 
that  out  under  the  constitutional  amendment. 

But  having  said  that,  Mr.  Kantor,  let  me  just  make  three  points, 
and  maybe  you  will  want  to  address  them.  If  not,  I  feel  compelled. 
Frankly,  I  believe  8  or  9  or  10  years  ago  when  we  were  arguing 
about  the  computer  chip  agreement  with  the  Japanese  and  we  had 
an  exchange  of  letters,  I  happened  to  have  gone  to  Japan  with  a 
large  group,  11  Senators,  and  it  was  my  job  to  present  that  argu¬ 
ment  to  their  big  chamber  of  commerce.  It  was  huge,  the  guys  that 
run  all  the  big  companies,  and  I  a^ee  with  you  that  unless  you  get 
agreements  that  can  be  measured,  and  I  gather  that  is  what  you 
are  talking  about  in  terms  of  criteria  for  compliance,  unless  you  do 
that  it  just  seems  to  me  that  you  do  not  have  anything,  because 
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they  do  not  speak  with  one  voice.  Everybody  has  a  different  version 
when  it  comes  to  interpreting  letters.  I  think  that  is  point  No.  1. 

But  point  No.  2:  You  know,  Fritz  and  I  have  been  both  here 
awhile.  He  has  been  here  a  little  longer  than  I,  but  when  we  used 
to  argue  with  the  Japanese  and  our  products  were  not  very  good 
and  our  products  were  too  expensive,  they  made  a  pretty  good 
point. 

But  I  believe  you  can  now  take  a  great  deal  of  force  and  strength 
with  you  because  I  think  the  world  is  saying  that  our  products  are 
as  good  as  theirs.  I  think  in  automobiles  it  is  obviously  proven,  that 
they  used  to  say  that  the  reason  Americans  bought  all  their  cars, 
they  were  so  much  better  and  the  reason  the  Japanese  did  not  buy 
ours  was  the  cars  were  not  any  good.  As  soon  as  we  make  cars  with 
the  steering  wheel  on  the  right  side,  which  I  guess  we  are  about 
to  do,  they  will  not  have  any  excuses  over  there,  and  frankly,  the 
idea  that  we  do  not  make  good  products  is  gone. 

I  hope  we  keep,  that  quality  here  in  the  United  States.  Frankly, 

1  believe  our  companies  are  determined  to  do  that  and  the  unions 
and  working  people  have  decided  that  they  are  going  to  work  to¬ 
gether.  I  think  that  is  tremendous.  You  have  marvelous  arguments 
about  manufactured  floods  exported  to  their  country  versus  imports 
to  America,  Their  ar^ments  do  not  hold  up.  How  we  go  about  en¬ 
forcing  things  is  tough;  I  understand. 

My  last  point  is:  What  concerned  me  as  you  went  through  the 
final  days  with  the  Japanese  leaders,  it  almost  seemed  to  me — and 
you  correct  me — but  it  almost  seemed  to  me  that  we  did  not  have 
a  game  plan.  1  mean,  obviously,  we  knew  they  did  not  agree  with 
the  so-called  criteria  for  compliance,  which  have  now  been  entitled 
‘^targets”.  If  they  did  not  agree  we  knew  that  the  talks  were  going 
to  break  off.  I  mean,  that  signal  was  pretty  clear.  The  Japanese 
really  were  not  sitting  down  and  discussing  very  seriously,  nor 
were  we,  the  last  3  or  4  days.  The  bureaucrats  would  work  until 

2  in  the  morning,  but  then  nothing  would  happen. 

Is  there  a  game  plan  now?  Not  that  I  think  you  should  give  it 
to  this  committee  or  state  it  publicly,  but  let  me  just  ask  a  little 
bit  about  it.  Is  there  a  game  plan,  ‘What  do  we  do  next?”  and, 
“What  do  we  do  next?”  and,  “What  do  we  do  next?”  You  know  there 
is  a  great  deal  of  commotion  in  the  markets  in  the  United  States 
about  what  is  next.  If  anything  is  affecting  the  equity  markets  in 
America,  it  is  that  right  now,  even  more  than  the  slight  increase 
in  interest  rates,  from  what  I  gather  reading  Wall  Street  input. 

I  think  the  sooner  we  get  the  game  plan  out  there  and  everybody 
understands  what  we  are  going  to  be  doing,  the  better.  On  the 
other  hand,  you  cannot  make  everything  open  and  public.  I  under¬ 
stand  these  are  negotiations,  but  could  you  just  talk  a  minute  with 
us  about  the  last  point? 

Ambassador  Kantor.  Absolutely.  Let  me  just  say  that  you  are 
right:  We  wanted  measures  of  success.  The  Japanese  Government 
agreed  to  the  objective  criteria.  There  was  no  doubt  about  that 
agreement,  it  is  clear  on  pages  5  and  6,  the  last  two  paragraphs 
or  last  paragraph  on  5  and  the  first  paragraph  on  6. 

Second,  you  are  also  right  that  our  products  are  not  only  equal 
quality,  but  in  many  cases  better.  We  have  done  quite  well.  It  was 
recognized  in  a  joint  report  between  MITI  and  our  Department  of 
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Commerce  which  MITI  admitted,  in  fact,  that  they  were  lacking 
foreign  auto  parts.  Now,  auto  parts  are  not  right-hand  to  left-hand 
drive. 

Senator  Domenici.  No,  no. 

Ambassador  Kantor.  And  auto  parts  are  not  selling  there  as 
well.  So  it  is  not  just  automobiles,  it  is  auto  parts.  It  is  a  $100  bil¬ 
lion  a  year  market  in  Japan. 

Third,  the  fact  is  that  the  Japanese  Fair  Trade  Commission  has 
indicated  in  areas  such  as  glass  and  others  that  cartels  are  still  at 
work  in  Japan.  So  there  \s  no  doubt  about  what  is  going  on. 

Yes;  we  do  have  a  game  plan.  We  recognized  quite  early  in  the 
process  after  the  first  year  that  this  had  not  gone  in  the  way  which 
we  would  have  wanted.  We  reached  the  agreement  in  July  1993  in 
Tokyo  in  good  faith.  We  believe  that  the  framework  agreement  will 
work  and  work  well.  We  think  it  is  a  product  of  the  experience,  not 
only  of  this  administration  but  of  prior  administrations  and  the 
Congress.  We  have  talked  to  many  people  about  it.  We  understood 
what  we  were  going  to  do  immediately  after  and  how  we  wanted 
to  proceed. 

It  would  be  unfortunate,  I  think,  and  I  think  you  said  it  best,  if 
I  laid  out  any  detail  of  that,  but  I  can  tell  you  this  is  the  first 
President  who  has  stood  up  and  said  no  to  Japan.  He  will  continue 
to  insist  that  we  have  agreements  that  work.  He  believes  it  is  in 
the  best  interests,  not  only  of  this  country  for  global  growth,  but 
of  Japan  as  well.  It  should  not  escape  anyone's  attention  that  be¬ 
cause  of  barriers  to  entry  in  Japan,  the  price  of  goods  in  Japan  is 
extremely  high;  it  may  be  the  highest  cost  of  living  in  the  world. 
Although  their  workers  are  the  second  highest  paid  workers  in  the 
world,  their  standard  of  living  is  not  that  high  because  of  that.  If, 
in  fact,  there  were  foreign  competitive  goods  in  that  market  it 
would  lower  their  cost  of  goods  and  raise  the  standard  of  living  and 
make  Japanese  companies,  frankly,  more  competitive  and  innova¬ 
tive  and  be  of  help  to  all  of  us. 

So  we  believe  this  is  in  the  best  interests  of  both  countries.  We 
are  not  going  to  be  dissuaded  from  the  course  we  are  on  and  there 
is  a  so-called  game  plan,  if  that  is  what  you  want  to  call  it,  and 
we  have  never  doubted  where  we  w’ere  going,  and  what  we  would 
do  and  how  we  would  try  to  institute  it. 

The  one  thing  we  will  not  do  and  where  we  may  have  a  little  dis¬ 
agreement  with  the  chairman,  although  I  do  not  think  it  is  that 
great,  we  are  trying  to  be  careful  that  what  we  do  does  not  harm 
American  workers  as  we  go  forward,  or  American  business.  We  un¬ 
derstand  in  an  increasingly  interdependent  world  the  law  of  unin¬ 
tended  consequences  is  at  work,  and  you  have  got  to  be  very  care¬ 
ful  as  to  when  you  move  in  a  way  to  make  sure  that  the  Japanese 
understand  that  they  are  going  to  pay  a  price  to  not  opening  their 
markets  that  you  do  not  do  something  that  will  harm  Americans 
and  American  business. 

Senator  Domenici.  Let  me  just  follow  up.  So  you  have  what  you 
consider  to  be  a  plan  with  the  caveat  that  you  have  explained,  and 
frankly,  I  agree  with  that  notion,  that  you  ouglft  to  be  careful  that 
you  do  not,  in  extracting  this,  you  do  not  get  reciprocity  that  is 
equally  as  bad.  It  would  not  help  the  President;  it  would  not  help 
our  people. 
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But  what  I  do  wonder,  second,  in  terms  of  analysis,  so  that  the 
President  knows  what  might  happen,  has  there  been  an  analysis 
of  what  the  Japanese  might  do  and  how  it  would  impact  us?  Let 
me  just  give  you  a  scenario. 

Ambassador  Kantor.  Sure. 

Senator  DoMENici.  I  heard  somebody  the  other  day  discuss  a  hy¬ 
pothetical  situation.  I  was  sitting  around  one  evening  saying,  “If  I 
were  advising  the  President  I  would  get  all  these  Cabinet  people 
with  all  their  talent  and  say.  Tut  everything  on  paper  that  the 
Japanese  might  do  so  we  will  understand,'  ”  and  as  one  of  them 
I  said  to  myself,  “Let’s  assume  that  they  sit  down  and  talk  about 
how  they  could  affect  our  money  markets.”  They  still  loan  a  lot  of 
money  to  the  world.  At  one  point  in  time  they  literally  were  the 
reason  we  could  borrow  so  much  and  have  interest  not  go  totally 
through  the  roof  because  they  were  in  the  market  lending  a  heck 
of  a  lot  of  money.  They  are  not  quite  that  big  a  player  in  the  Amer¬ 
ican  scene  at  this  point,  but  plenty  big.  So  my  concern  is:  Do  we 
know  on  issues  like  that  what  they  might  do  and  what  the  negative 
effect  might  be?  Let  me  just  put  that  specifically.  What  can  they 
do  about  the  money  supply  and  borrowing  and  T-bill  acquisition? 
That  would  affect  the  entire  recovery  plan  more  than  anything  else. 

Ambassador  Kantor.  There  is  no  evidence  whatsoever  that  the 
Japanese  have  done  anything  or  intend  to  do  anything  in  that  area. 
Obviously,  it  is  something  that  you  would  have  been  the  first  on 
the  list  to  do  that. 

Senator  Domenici.  It  is  dynamite  if  they  do  it,  no  question. 

Ambassador  Kantor.  We  do  not  believe  there  is  any  chance 
whatsoever  that  would  ever  happen.  The  fact  is  that  their  invest¬ 
ment  in  this  economy  is  so  huge  and  their  stake  in  it  is  so  large 
that,  of  course,  it  would  not  be  in  their  interest  to  do  so.  That  is 
why  I  talk  about  the  interdependence.  Sony  has  more  employees 
and  assets  in  the  United  States  than  they  do  in  Japan. 

Senator  Domenici.  As  of  now? 

Ambassador  Kantor.  As  of  now.  Sony  is  bigger  here  than  any 
other  place  in  the  world,  in  as  far  as  that  corporation.  There  are 
a  number  of  Japanese  companies,  of  course,  that  have  huge  invest¬ 
ments  here. 

Senator  Domenici.  I  guess  what  I  want  to  do  is - 

Senator  Rollings.  He  is  trying  to  sell  something.  Go  ahead. 
[Laughter.] 

Ambassador  Kantor.  It  is  very  specific. 

Senator  Domenici.  What  I  want  to  know  is:  Has  it  been  analyzed 
as  to  how  they  might  carry  out  such  an  endeavor? 

Ambassador  Kantor.  It  has  been  analyzed  and  then  found  that 
the  analysis  is  such  that  it  just  would  not  be  done. 

Senator  Domenici.  Has  that  been  done  by  Treasury? 

Ambassador  Kantor.  Treasury  has  looked  at  that. 

Senator  Domenici.  Frankly,  that  is  the  one  that  worries  me  more 
than  anything,  because  it  could  affect  interest  rates.  If  you  got  in¬ 
terest  rates  moving,  we  could  live  with  what  the  Federal  Reserve 
did  the  other  day,  but  we  cannot  live  with  a  whole  point  going  up 
all  at  once. 
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Ambassador  Kantor.  By  the  way,  in  terms  of  interest  rates,  long 
term  rates  rising,  which  they  have,  we  see  no  evidence  whatsoever 
that  this  dispute  with  Japan  has  any  effect  whatsoever  on  that. 

Senator  Domenici.  I  think  that  is  right. 

Ambassador  Kantor.  None.  We  have  looked  at  that  as  well,  be¬ 
cause  obviously  it  is  of  some  concern.  This  administration  has 
thought  that  its  policies  have  been  working  with  the  Congress  to 
hold  down  long-term  rates  is  critical  to  our  recovery,  to  pour  as 
much  private  capital  into  our  markets  as  possible  to  grow  as  an 
economy,  and  we  see  no  evidence  whatsoever  that  this  has  had  any 
effect  on  it. 


POTASH 

Senator  Domenici.  Let  me  ask  you  a  parochial  question.  I  think 
you  and  I  sometime  ago  spoke  about  potash  negotiations.  I  under¬ 
stand  that  consultations  with  Russia  and  Belarus  on  the  dumping 
of  potash  did  not  take  place  in  the  past  few  months,  as  you  had 
incficated  it  might  be. 

What  is  the  current  status  of  that  consultation?  The  reason  it 
was  put  off,  according  to  your  office  and  you,  was  that  you  had  to 
gather  information. 

Ambassador  Kantor.  It  has  taken,  unfortunately,  more  time 
than  either  we  suspected  or  were  comfortable  with  for  the  Russian 
and  Belarussian  Governments  to  assemble  the  necessary  informa¬ 
tion.  As  you  know,  it  does  not  just  come  from  one  agency  or  one 
government.  In  mid-Februarv  the  Russian  Government  notified  us 
they  completed  the  questionnaire  we  had  given  them.  I  think  you 
are  familiar,  at  least  your  staff  is,  with  that  questionnaire. 

Senator  Domenici.  Yes. 

Ambassador  Kantor.  And  we  suggested  consultations  be  held  in 
April,  and  that  is  where  we  stand  at  this  point.  It  has  taken  longer 
than  we  suspected.  I  think  that  it  is  characteristic  of  other  con¬ 
cerns  that  we  have  had  with  Russia  or  the  former  Soviet  states 
that  it  is  more  difficult  than  we  suspected  to  get  information  out. 
But  we  see  no  delays  based  on  any  kind  of  behavior  that  would  not 
be  appropriate.  We  just  think  it  is  difficult  for  them  to  get  it  to¬ 
gether. 

Senator  Domenici,  In  my  opinion  potash-type  dumping  is  becom¬ 
ing  almost  synonymous  with  a  former  Soviet  Union  country  be¬ 
cause  that  is  a  way  for  ready  cash,  but  it  is  terribly  destructive. 

Ambassador  Kantor.  Absolutely. 

Senator  Domenici.  It  has  absolutely  no  relationship  to  market 
value.  It  is  a  big  supply  of  something  they  have  got.  They  do  not 
know  what  it  cost  to  begin  with,  and  they  just  decided,  “Ii  we  can 
get  $300  million  for  this  potash,  let's  just  sell  it.”  I  think  we  need 
to  develop,  if  they  do  not  come  through,  some  means  of  pushing 
some  new  market  techniques  and  some  evaluations  on  this  market 
where  unilaterally  we  start  to  say,  *Tou  have  got  to  follow  some 
rules  because  you  are  just  going  to  kill  American  markets.” 

Ambassador  Kantor.  There  is  no  doubt  about  it.  We  faced  that 
in  the  aluminum  industry,  as  you  know. 

Senator  Domenici.  Correct. 

Ambassador  Kantor.  USTR  has  reached  an  agreement  where 
they  have  cut  their  aluminum  production  and,  in  fact,  aluminum 
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prices  have  gone  back  up  in  the  world.  As  you  know,  prices  were 
terribly  depressed  because  of  the  dumping  by  Russians,  especially 
the  Russian  Government  or  Russian  industry  on  world  markets. 
When  we  put  in  voluntary  restraint  and  they  cut  their  production, 
it  is  interesting,  the  price  went  back  up.  We  had  lost  about  5,000 
employees  in  this  country  over  a  very  short  period  of  time  because 
of  that  drop  in  prices. 

The  potash  situation  is,  I  think,  on  all  fours,  as  lawyers — I  used 
to  be  one — as  lawyers  say,  and,  therefore,  we  are  facing  that  in 
April.  We  will  move  very  quickly.  I  have  no  apologies  to  make.  We 
have  worked  hard  in  trying  to  get  this  information  out  of  the  Rus¬ 
sian  and  Belarussian  Governments.  It  just  has  not  been  forthcom¬ 
ing. 

Senator  DOMENici.  Will  you  stay  on  it? 

Ambassador  Kantor.  Oh,  we  are  on  top  of  it,  this  whole  area. 
There  are  other  areas,  of  course,  that  we  are  worried  about  Rus¬ 
sians  dumping  product  on  the  world  markets,  especially  potash, 
uranium  or  aluminum,  and  so  we  are  very  focused  on  that,  sir. 

Senator  Domenici.  My  own  personal  view,  and  I  do  not  know 
that  I  speak  for  anyone  else,  but  I  am  not  for  shutting  them  down 
and  saying  they  cannot  sell.  We  have  to  help  them  as  they  move 
through  this  formation  of  a  capitalistic  and  democratic  economy, 
but  I  think  those  kind  of  countries  would  have  to  accept  some  kind 
of  rules  or  it  might  be  that  Congress  will  speak  to  the  issue  when 
we  find  just  literally  there  is  no  bigger  issue  than  dumping.  The 
problem  is  we  do  not  have  any  criteria  for  measuring  the  impact. 
That  is  what  we  have  got  to  get  done. 

Ambassador  Kantor.  Exactly. 

Senator  Domenici.  You  are  going  to  do  that? 

Ambassador  Kantor.  Exactly. 

Senator  Domenici.  On  potash,  again,  you  are  aware  that  the 
United  States  and  Canada  have  an  agreement  on  potash.  It  goes 
year-by-year,  and  then  it  gets  looked  at  again.  In  the  process  now, 
we  have  been  waiting  for  the  finalization  of  this  “y^s”  or  “no”  on 
the  agreement.  Can  you  tell  us  what  the  status  is  now  and  when 
we  might  expect  a  decision? 

Ambassador  Kantor.  Could  I  provide  that  for  the  record  and  get 
back  to  you.  Senator? 

Senator  Domenici.  Absolutely.  Can  we  call  somebody  today  after 
you  get  back? 

Ambassador  Kanfor.  Sure.  I  would  assume  David  Weiss  or  Chip 
Roh. 

[The  information  follows:] 

On  January  7,  1988,  the  Department  of  Commerce  entered  into  a  suspension 
agreement  in  Potash  from  Canaaa  with  eight  Canadian  companies.  Because  the  sus¬ 
pension  agreement  is  more  than  five  years  old,  it  is  subject  to  Commerce’s  “sunset” 
provision. 

The  sunset  provision  requires  Commerce  to  publish  a  “Notice  of  Intent  to  Termi¬ 
nate  the  suspended  Investigation”  five  years  after  a  suspension  agreement  is  en¬ 
tered  into  if  no  interested  party  has  requested  an  administrative  review  in  the  pre¬ 
ceding  four  consecutive  year  periods.  If  an  interested  party  objects  to  the  proposed 
termination,  the  agreement  will  stay  in  effect.  Commerce  must  repeat  the  notice  in 
each  subsequent  year  if  no  administrative  review  is  requested.  If,  however,  an  inter¬ 
ested  party  requests  a  review,  the  clock  goes  back  to  zero  and  four  additional  years 
must  pass  before  the  sunset  provision  becomes  operable. 
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In  accordance  with  its  regulations.  Commerce  ^blished  a  notice  of  intent  to  ter¬ 
minate  the  potash  agreement  in  December  1992.  The  petitioners  objected  to  the  no¬ 
tice  of  termination  and  the  a^jeement  consequently  remained  in  effect.  Commerce 
published  a  second  notice  of  intent  to  terminate  on  January  3,  1994.  On  January 
28.  U.S.  producers  again  objected.  Therefore,  Commerce  will  not  terminate  the 
agreement. 

The  sunset  provision  was  adopted  to  provide  a  mechanism  for  terminating  old  or¬ 
ders  and  suspended  investigations  no  longer  of  interest  to  domestic  interested  par¬ 
ties.  The  burden  of  objecting  to  a  notice  of  intent  to  terminate  is  minimal — potash 
producers  simply  inform  Commerce  in  writing  within  the  specified  time  limits. 

TIED  AID 

Senator  DOMENICI.  All  right.  Under  your  budget,  you  are  re¬ 
questing  $228,000  for  tied  aid  as  part  of  a  program  by  the  Export- 
Import  Bank  to  mve  financing  to  American  businesses  to  counter 
the  use  of  tied  aid. 

Ambassador  Kantor.  Right. 

Senator  DOMENICI.  What  is  the  role  of  the  Trade  Representative 
in  this  use  of  tied  aid? 

Ambassador  Kantor.  There  are  29  agencies  in  this  government 
that  have  some  effect  or  deal  with  trade.  We  deal  with  national 
trade  agreements,  enforcing  our  trade  laws  and  some  of  you  are 
very  familiar  with  that,  as  I  am  with  the  President’s  council  in 
terms  of  how  to  enforce  our  trade  agreements  and  coordinate  our 
government.  What  was  done  was  simply  to  create  this  pot  of  money 
in  order  to  be  able  to  compete  with  other  countries  who  have  used 
tied  aid  for  years  to  our  detriment,  to  make  sure  we  can  get  our 
business  people  into  these  markets  and  compete  on  a  fair  basis. 

All  the  agencies  were  requested  to  put  up  their  percentage  of  the 
total  pot,  and  that  is  what  we  have  done. 

Senator  HOLLINGS.  That  belongs  under  Senator  Pat  Leahy,  tied 
aid,  does  it  not? 

Senator  Domenici.  But  it  is  here,  is  it  not? 

Senator  Hollings.  Senator  Leahy  chairs  the  Foreign  Operations 
Appropriations  Subcommittee. 

Ambassador  Kantor,  Our  part  is  here.  Yes;  in  our  budget,  it 
comes  out  of  8 — I  think  it  is  8.  I  could  be  wrong.  I  may  have  the 
number  wrong. 

Senator  Rollings.  We  never  have  had  it  before,  and  it  was  al¬ 
ways  under  the  Foreign  Operations  appropriations  bill,  and  that  is 
where  it  belongs.  We  have  tied  aid,  we  understand  that.  But  do  not 
let  us  get  it  spread  into  the  USTR  budget  and  another  budget  over 
here  and  that  budget  over  there.  We  are  supposed  to  be  streamlin¬ 
ing  Government. 

Senator  Domenici,  And  besides,  we  are  going  to  be  very  hard 
pressed  on  this  subcommittee. 

Senator  Rollings.  That  is  right. 

Senator  Domenici.  We  have  got  to  fund  everything  in  crime,  too. 

Senator  Rollings.  The  crime  bill  is  all  under  this  subcommittee. 

Senator  Domenici.  I  have  some  additional  questions,  but  let  me 
just  submit  them  for  the  record  and  publicly  indicate  to  you  my 
support  for  what  you  are  trying  to  do.  I  do  hope  you  have  a  work¬ 
able  game  plan,  because  I  think  American  workers  and  American 
businesses  really  will  be  depending  on  that.  Good  luck  to  you. 

Ambassador  Kantor.  Thanks  very  much,  Senator.  I  appreciate 
that. 


CHINA—WTO  ADMISSION 


Senator  Hollings.  Mr.  Ambassador,  China  has  applied  for  ad¬ 
mission  into  the  World  Trade  Organization  under  GATT.  Do  we 
support  that  application? 

Ambassador  Kantor.  We  have  worked  with  China  in  terms  of 
their  application.  We  have  indicated  quite  clearly  to  the  Chinese 
Government  that  our  support  is  dependent  upon  the  way  the  Chi¬ 
nese  Government  acts  and  reacts  to  the  trade  agreements  they 
have  with  us;  their  ability  to  adhere  to  protecting  intellectual  prop¬ 
erty;  not  engaging  in  transshipments  and  circumvention  in  the  tex¬ 
tile  and  apparel  area;  to  opening  their  markets  to  agricultural 
products.  They  have  done  a  good  job - 

Senator  Hollings.  On  agricultural  products,  what  about  to¬ 
bacco? 

Ambassador  Kantor.  On  all  agricultural  products. 

Senator  Rollings.  You  support  access  to  tobacco  in  that? 

Ambassador  Kantor.  All  agricultural  products. 

Senator  Rollings.  I  have  got  some  questions  I  want  to  submit 
on  that  score,  because  I  know  we  have  got  to  move  to  the  SBA.  But 
this  is  just  exactly  to  that:  Their  memorandum  of  understanding  in 
1992,  I  think,  they  have  not  been  living  up  to  that.  China  has  got 
$25  billion  now  of  surplus  in  the  balance  of  trade  with  the  United 
States. 

Ambassador  Kantor.  It  is  interesting.  We  have  made  some 
progress,  though,  and  let  me  balance  it  off.  Yes,  we  had  problems, 
but  they  have  opened  up  and  either  dropped  totally  their  quotas  or 
have  lessened  them  to  the  point  of  almost  opening  the  market  con¬ 
taining  450  different  manufacturing  items,  and  that  has  been  quite 
hopeful. 

They  have  done  better  in  the  manufacturing  area  than  they  have 
been  in  the  agricultural  area.  They  have  passed  good  and  strong 
laws  in  the  intellectual  property  protection  area,  but  they  are  not 
enforcing  them.  We  have  sent  a  team  over  there  to  work  with 
them.  Part  of  their  problem— and  this  is  not  by  way  of  excuse,  it 
is  by  way  of  explanation — ^is  the  further  away  you  get  from  Beijing 
the  less  control  they  have.  It  is  an  interesting  phenomenon. 

They  have  26  plants  now  in  China  producing  compact  discs  ille¬ 
gally,  piracy.  And,  in  fact,  they  now  have  found  their  way  into  Can¬ 
ada,  and  we  are  doing  everything  we  can  to  stop  that  in  working 
with  the  record  industry.  It  is  a  difficult  problem,  but  I  can  tell 
you:  We  will  not  support  that  excession  unless  and  until  the  Chi¬ 
nese  Government  operates  in  a  way  that  is  productive  and  opens 
their  markets,  not  only  to  our  goods,  but  to  all  foreign  competitive 
goods,  in  order  to  get  to  enhance  its  global  trading  status,  and  they 
understand  it.  We  have  made  it  quite  clear  to  them. 

CHILE 

Senator  Rollings.  Quickly,  on  Chile  you  mentioned  the  320  mil¬ 
lion  below  Mexico.  Chile  has  got  free  elections;  Mexico  does  not. 
Chile  has  got  a  free  market;  Mexico  does  not.  Chile  has  got  a  free 
trade  movement;  Mexico  does  not.  Chile  has  got  revered  judiciary; 
Mexico  has  got  the  most  corrupt  in  this  hemisphere.  And  so  I  go 
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down  to  Chile  here  at  the  end  of  the  year  and  they  say,  ‘‘How  do 
you  choose  Mexico  for  a  free  trade  a^eement  first,  and  not  us?” 

Are  we  interested  in  democracy?  Are  we  interested  in  Chile,  Mr. 
Chairman?  What  is  the  status  of  that? 

Ambassador  Kantor.  One,  I  have  had  a  number  of  discussions 
with  Chilean  ministers.  I  am  going  there  for  the  inauguration, 
leading  the  U.S.  delegation.  I  am  going  to  have  a  number  of  bilat¬ 
eral  discussions  including  the  Chileans.  We  are  in  ve^  active  dis¬ 
cussions  over  there,  working  with  them  in  terms  of  either  a  bilat¬ 
eral  free  trade  ^eement  or  accession  to  NAFTA,  whatever  seems 
to  be  the  most  effective  way  to  proceed. 

It  was  not  a  matter  of  choosing  one  or  the  other.  When  we  came 
into  office,  of  course,  the  NAFTA  had  already  been  signed,  as  you 
know.  This  President  has  already  committed  himself  that  Chile 
would  be  the  first  country  that  we  would  address  in  terms  of  hav¬ 
ing  a  free  trade  a^eement  through  whatever  makes  most  sense  for 
Chile  and  the  United  States,  either  bilateral  or  NAFTA  accession. 

Frankly,  Chile  has  done  a  marvelous  job.  We  should  have  the 
same  kind  of  numbers.  They  had  10  percent  growth  last  year,  4 
percent  unemployment;  they  have  a  trade  surplus  and  a  budget 
surplus. 

Senator  HOLLINGS.  These  are  the  kind  of  things  we  ought  to  rec¬ 
ognize. 

Ambassador  Kantor.  We  do.  We  do. 

Senator  Hollings.  They  prosecuted  the  Letelier  culprits  and 
they  are  after  the  ones  in  Spain  and  everything  else  of  that  kind. 

\^at  about  Argentina?  Would  Mercosur  not  like  that? 

Ambassador  Kantor.  No;  we  have  talked.  In  fact,  we  have  had 
meetings.  I  have  had  meetings  with  President  Menem.  The 
Mercosur  countries  of  Paraguay,  Uruguay,  Brazil,  and  Argentina, 
of  course,  are,  or  are  still,  attempting  to  come  to  a  common  customs 
union.  They  have  not  yet.  We  worked  with  each  of  them,  both  indi¬ 
vidually  and  as  Mercosur.  We  are  going  to  make  a  very  large  push 
in  Latin  America,  as  I  said,  a  building  block  approach,  to  open 
those  markets.  It  is  an  enormous  opportunity  for  this  country.  It 
is  also  an  venormous  opportunity  to  build  democracies  or  continue 
to  build  democracies  in  that  region. 

Senator  Hollings.  There  you  go.  Now  you  are  talking. 

Ambassador  Kantor.  We  have  both  those  agendas  well  in  mind, 
Mr.  Chairman. 

Senator  Holl.INGS.  Did  you  notice  in  the  New  York  Times  this 
morning  that  Mexico  opposed  the  expansion  of  NAFTA  *0  other 
Latin  countries? 

Ambassador  Kantor.  We  have  not  heard  that.  I  am  not  con¬ 
vinced  that  is  an  accurate  report,  although  I  would  never  try  to  de¬ 
bate  the  New  York  Times. 

Senator  Domenici.  Well,  you  should.  [Laughter.] 

Senator  Hollings.  We  had  to.  That  is  how  we  got  in  office. 
[Laughter.] 


supplemental 

The  $500,000  supplemental  appropriation  you  requested,  but  you 
carried  over  $921,000.  What  is  the  bookkeeping  arrangement  you 
have  got  downtown  anjrway? 
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Ambassador  Kantor.  First  of  all,  we  have  got  the  $500,000,  you 
know,  late  in  the  year.  It  was  to  pay  for - 

Senator  ROLLINGS.  But  you  had  the  $921,000  in  your  pocket  at 
the  time  you  were  asking  because  you  carried  it  over  into  the  next 
fiscal  year. 

Ambassador  Kantor.  No;  that  $500,000  carried  over  with  an¬ 
other  $400,000  we  saved  by  not  flying  first  class;  by  using  frequent 
flier  coupons;  by  flying  coach  to  Europe;  by  gettiM  rid  of  a  car;  get¬ 
ting  rid  of  a  driver;  closing  down  expenses  in  Ueneva.  We  saved 
$450,000  by  doing  things  that  probably  you  ought  to  do  throughout 
the  Government,  out  we  are  small  enough  we  can  get  it  done  quite 
quickly.  And  what  the  money  was  for,  we  had  extraordinary  ex¬ 
penses  at  the  end  of  the  year,  which  went  over  into  fiscal  year 
1994. 

As  you  know,  we  finished  the  Uruguay  round  in  NAFTA  all  with¬ 
in,  I  guess,  75  days  and  had  an  APEC  meeting  as  well.  We  had 
folks  flying  all  over  in  coach  saving  money,  not  staying  in  expen¬ 
sive  hotels. 

Senator  Rollings.  So  you  want  $21  million.  If  we  give  you  what 
you  ask  for  you  will  not  be  up  here  for  yet  another  supplemental? 

Ambassador  Kantor.  I  did  not  say  that.  [Laughter,] 

Senator  ROLLINGS.  That  is  'vhat  I  want  to  get  you  to  say. 
[Laughter.] 

Is  this  a  partial  request?  Is  that  what  you  are  saying? 

Ambassador  Kantor.  No;  it  is  a  full  request.  We  do  not  have  the 
same  thing  of  incredible  pressures  that  we  had  in  the  latter  part 
of  the  calendar  year,  the  first  part  of  the  fiscal  year.  We  saved  that 
money  on  purpose.  We  saw  it  coming  and  John  Ropkins,  who  is  the 
administrator,  did  a  marvelous  job  in  making  sure  we  had  the 
money.  We  are  fairly  frugal.  We  cannot  afford — every  few  bucks 
means  a  lot  to  us. 

ENVIRONMENT  COOPERATION  COMMISSION 

Senator  Rollings.  Another  one,  the  State  Department — this  is 
a  little  small  one,  and  then  we  will  submit  the  rest  of  the  ques¬ 
tions — their  budget  includes  $3.3  million  for  a  new  Border  Environ¬ 
ment  Cooperation  Commission.  We  already  have  a  $25,8  million 
commission  down  there  with  the  International  Boundary  and 
Water  Commission  which  conducts  environmental  and  economic  de¬ 
velopment  projects.  But  now  we  are  going  to  start  yet  another  bu¬ 
reaucracy? 

Ambassador  Kantor.  This  is  a  result  of  your  favorite  treaty. 

Senator  Rollings.  Does  Vice  President  Gore  have  anything  to  do 
with  budgets  over  there? 

Ambassador  Kantor.  Yes,  sir;  he  is  deeply  involved  in  all  of  this. 
The  Border  Environmental  Cooperation  Commission  is  to  try  to 
make  sure  that  what  we  do  down  there  in  terms  of  putting  enor¬ 
mous  amounts  of  both  private  and  public  money  from  Mexico  and 
the  United  States  and  leverage,  that  money  is  done  in  a  way  that 
is  in  working  with  the  New  American  Development  Bank.  It  is  ra¬ 
tional  and  productive  and  effective,  and  I  think  it  is  a  smart  idea; 
I  think  it  was  well  thought  out,  and  I  believe  the  State  Department 
working  with  USTR  and  working  with  the  Government  of  Mexico 
and  with  private — we  spent  a  lot  of  time  up  in  New  York  with  Wall 
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Street  investment  bankers  trying  to  figure  out  how  to  make  this 
work  and  work  well.  Part  of  this  comes  out  of  a  lot  of  id^as  out  of 
the  private  sector  and  how  to  make  it  effective. 

Senator  Domenici.  Mr.  Chairman? 

Senator  Hollings.  Yes. 

Senator  Domenici.  On  that  subject,  let  me  just  suggest  to  our 
Trade  Ambassador  that  border  study  commissions  proposals 
abound.  They  are  endless.  I  mean,  everybody  has  an  idea,  and  the 
environment  is  the  issue.  I  would  hope  that  since  you  spoke  of  fru¬ 
gality  that  from  time  to  time  somebody  would  make  sure  we  are 
not  doing  similar  things  in  other  departments  of  Government.  Ev¬ 
erywhere  we  turn  in  my  State — I  am  on  the  border,  and  we  are 
hoping  to  grow — but  we  have  more  Government  being  planned 
than  you  could  ever  imagine.  I  think  the  border  may  sink  with 
Government  before  we  are  through,  especially  if  they  all  got  fund¬ 
ed,  and  they  are  not  yet.  So  I  just  urge  that  you  be  careful  not  to 
duplicate. 

Ambassador  Kantor.  The  Border  Environment  Commission,  and 
I  understand  your  point. 

Senator  Domenici.  The  need  is  there. 

Ambassador  Kantor.  This  is  an  operational  organization,  not  a 
study  organization. 

ADDITIONAL  COMMITTEE  QUESTIONS 

Senator  Rollings.  Very  good.  Senator  Inouye  and  Senator  Lau- 
tenberg  have  submitted  questions  for  the  record.  I  hf.ve  some  addi¬ 
tional  questions,  and  we  will  keep  it  open  for  the  other  members. 
We  cannot  thank  you  enough.  In  spite  of  the  results,  I  think  you 
are  doing  a  good  job,  unfortunately.  [Laughter.] 

Ambassador  Kantor.  Thank  you,  Mr.  Chairman.  I  appreciate  it. 
And  fortunately,  you  are  doing  a  good  job. 

Senator  Rollings.  We  are  not  going  to  cut  your  money.  Do  not 
worry  about  that,  but  we  are  looking  at  those  things. 

Ambassador  Kantor.  Thank  you,  Mr.  Chairman.  I  appreciate  it. 

[The  following  questions  were  not  asked  at  the  hearing,  but  were 
submitted  to  the  Department  for  response  subsequent  to  the  hear¬ 
ing:] 


Questions  Submitted  by  Senator  Ernest  F.  Hollings 

NAFTA  BUREAUCRACY  COSTS 

Question,  A  year  ago,  the  Clinton  Administration  was  criticizing  the  large  number 
of  specialized  commissions  in  the  Federal  Government,  but,  now  that  we  have  the 
fiscal  year  1995  budget,  it  turns  out  that  the  Clinton  Administration  is  requesting 
that  more  specialized  commissions  be  created  to  implement  NAFTA. 

Under  this  CJS  appropriation  bill,  the  State  Department  is  requesting  $3.3  mil¬ 
lion  for  a  new  “Border  Environment  Cooperation  Commission”.  That's  in  addition  to 
the  $25.8  million  already  requested  in  State  for  the  International  Boundary  and 
Water  Commission  for  environmental  and  economic  development  projects  on  the 
border. 

NAFTA  Bureaucracy  Costs:  Wliat  is  the  total  amount  requested  in  the  President’s 
fiscal  year  1995  budget — federal-wide — to  establish  new  NAFTA  commissions  and 
agencies.  How  much  is  requested  in  the  Commerce  budget  for  resolution  of  trade 
disputes  between  the  U.S.  and  Mexico?  With  respect  to  Canada,  this  is  in  the  USTR 
budget  isn't  it. 

Answer.  Incremental  U.S.  Government  expense  for  implementing  the  NAFTA  is 
insignificant  and  was  offset  in  the  NAFTA  Act’s  pay-go  provisions.  Existing  career 
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personnel,  in  many  cases,  the  negotiators,  will  participate  in  most  committee  and 
consultative  groups. 

The  NAFTA  and  its  supplemental  agreement  create  only  four  new  standing  orga¬ 
nizations. 

One,  a  NAFTA  Secretariat  (U.S.  Section)  to  administer  dispute  settlement  provi¬ 
sions  of  NAFTA  Chapter  19  and  20  is  housed  in  the  Department  of  Commerce,  as 
was  its  predecessor,  the  CFTA  Secretariat.  The  NAFTA  implementing  legislation 
authorized  annual  expenditures  of  $2  million.  These  funds  come  from  the  Depart¬ 
ment  of  Commerce’s  appropriations. 

Two,  the  North  American  Commission  on  Environmental  Cooperation  will  be  the 
central  organization  for  promoting  environmental  cooperation  throughout  the  con¬ 
tinent.  EPA  takes  the  lead.  The  NAFTA  implementing  legislation  authorized  $5  mil¬ 
lion/year  for  the  U.S.  contribution  to  the  operations  of  its  secretariat.  The  funds  will 
come  from  EPA  appropriations. 

Three,  the  Commission  on  Labor  Cooperation  will  function  similarly  for  North 
American  cooperation  on  labor  issues.  The  Department  of  Labor  takes  the  lead.  Be¬ 
cause  it  has  somewhat  different  functions,  we  expect  the  Labor  Commission’s  sec¬ 
retariat  to  be  smaller  than  that  of  the  Environment  Commission.  The  NAFTA  im¬ 
plementing  legislation  authorized  $2  million  a  year  for  the  U.S.  contnbution  to  the 
operations  of  its  secretariat. 

Four,  the  Border  Environment  Cooperation  Commission  will  address  environ¬ 
mental  problems  along  the  Mexican  border  and  marshall  funds  for  major  projects. 
The  State  Department  will  take  the  lead  and  fund  the  U.S.  contribution.  The 
NAFTA  implementing  legislation  authorized  $5  million/year  for  the  U.S.  contribu¬ 
tion. 

With  regard  to  dispute  settlement  costs  for  Chapter  19  cases  active  on  December 
31,  1993,  funding  to  pay  for  expenses  incurred  in  settling  these  cases  is  in  USTR’s 
budget  request.  During  the  fiscal  year  1995/1996  period,  USTR’s  role  in  reimbursing 
Commerce  for  expenses  incurred  will  diminish  when  cases  are  completed.  Once 
these  active  cases  are  concluded  USTR’s  financial  role  in  this  process  will  end. 

TIED  AID 

Question.  Mr.  Ambassador,  I  don’t  understand  this  “Tied  Aid”  request  of  $228,000 
appearing  in  your  office’s  budget.  I  applaud  President  Clinton  for  deciding  to  use 
“Tied  Aia’  like  our  foreign  competitors  do.  However,  Senator  Leahy  has  the  foreign 
operations  appropriations  bill  to  cover  the  Export-Import  Bank,  Agency  for  Inter¬ 
national  Development,  and  other  organizations  that  give  away  funding  to  foreign 
countries. 

Why  is  a  contribution  to  foreign  aid  appearing  in  the  USTR  budget?  Would  you 
simply  transfer  these  funds  to  the  Export-Import  Bank? 

What  other  Federal  agencies,  other  than  the  Export-Import  Bank,  have  “Tied  Aid” 
requested  in  their  budgets? 

Answer.  The  Tied  Aid  reouest  is  based  on  recommendations  of  the  Trade  Policy 
Coordinating  Committee,  which  is  comprised  of  agei  ies  with  missions  related  to 
trade,  commerce  and  exports.  American  businesses  operate  at  a  disadvantage  when 
their  Competitors  receive  credits  that  they  do  not  get.  The  basic  purpose  of  the  Tied 
Aid  program  is  to  counter  foreign  tied-aid  credits,  when  these  are  used  in  a  manner 
which  threatens  to  “tilt  the  playing  field”  against  U.S.  exporters  bidding  on  specific 
foreign  capital  projects. 

The  fiscal  year  1995  USTR  budget  contains  $228,000,  which  will  be  joined  with 
funds  budgeted  in  7  other  TPCC  agencies,  to  give  focus  and  broad-based  support  to 
this  important  initiative.  USTR  would  make  a  payment  to  the  Export-Import  Bank 
which  will  administer  a  central  Tied  Aid  fund.  Other  TPCC  agencies  with  Tied  Aid 
funding  are:  The  Departments  of  Commerce,  State,  Energy  and  Agriculture,  the 
Overseas  Private  Investment  Corporation,  the  Small  Business  Administ’*ation,  and 
the  Trade  and  Development  Agency. 

Unlike  traditional  U.S.  foreign  aid  programs  that  are  considered  by  Senator  Lea¬ 
hy’s  committee,  Tied  Aid  is  not  a  form  of  funding  support  to  foreign  countries,  but 
rather  is  assistence  to  U.S.  business  that  find  themselves  at  a  disadvantage  when 
confronted  by  tied  aid  support  ^ven  their  foreign  competitors.  For  this  reason,  it 
is  appropriate  that  it  is  contained  in  USTR’s  budget. 

CHINA 

Question.  Ambassador  Kantor,  I  urge  you  to  do  eveiything  in  your  power  to  pro¬ 
mote  U.S.  exports,  and  not  overlook  a  single  opportunity  to  improve  our  balance  of 
trade.  You  were  quoted  as  saying  that  “Everything  on  our  agenda  was  achieved  this 
year,”  meaning,  of  course  1993.  We’re  here  to  help  you  achieve  your  agenda  this 
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year  and  every  year  in  the  future.  Considering  that  the  U.S.  trade  deficit  for  1993 
reportedly  will  be  the  highest  since  1988,  weVe  got  our  work  cut  out. 

1  am  most  interested  in  increasing  U.S.  exports  to  China  and  to  Mexico.  We  have 
promising  trade  agreements  in  place  with  each  country,  so  the  next  step  is  effective 
implementation. 

Next  to  Japan,  China  has  our  second  largest  trade  surplus — $25  billion  in  1992. 
Last  October  you  criticized  China  for  failing  to  live  up  to  its  obligations  under  its 
1992  Memorandum  of  Understanding  on  trade  liberalization  with  the  United  States. 
Your  Deputy,  Charlene  Barshefsky,  subsequently  reiterated  the  same  concerns,  and 
threatened  retaliation  under  U.S.  trade  laws,  including  Section  301,  if  the  Chinese 
failed  to  live  up  to  their  commitments  to  liberalize  trade  by  the  end  of  last  year. 

How  would  you  assess  China’s  trade  liberalization  efforts  under  the  MOU  to  date? 

Are  you  satisfied  that  the  Chinese  are  on  schedule  with  their  MOU  obligations 
for  all  listed  trade  restrictions  and  all  listed  products  for  which  liberalization  was 
required  by  December  31,  1993? 

May  I  have  your  assurance  that  you  will  insist  on  full  compliance  with  the  MOU 
trade  liberalization  requirements  and  timetable,  without  regard  to  the  nature  of  the 
trade  restriction  or  product  involved?  I  see,  for  example,  in  the  Annex  to  the  MOU 
that  Chinese  quotas  on  rice  are  to  be  lifted  by  the  end  of  the  year.  I'll  watch  devel¬ 
opments  on  that  with  great  interest.  I  also  see  that  quotas  on  peanuts  and  licensing 
requirements  for  tobacco  and  tobacco  products  will  be  lifted,  and  that  trade  will  be 
liberdized  on  a  large  number  of  textile-related  products.  Increasing  exports  of  these 
and  other  products  will  be  beneficial  to  my  state. 

The  goal  in  every  case  is  a  true  and  full  market  opening.  Sometimes  U.S.  export¬ 
ers  have  to  play  a  bit  of  a  shell  game,  with  our  trading  partners  trying  to  determine 
whether  the  real  barrier  lies  in  distribution,  licensing,  quotas,  or  some  combination. 
Will  you  fight  just  as  hard  for  market  access  for  every  product  listed  in  the  MOU, 
and  will  you  insist  that  the  Chinese  remove  all  tariff  and  nontariff  barriers  with 
respect  to  each  line  of  commerce? 

lit’s  imagine  that  next  January  some  of  my  constituents  comes  to  me  complain¬ 
ing  that  China  has  not  lived  up  to  its  MOU  commitments  with  respect  to  a  certain 
product  scheduled  for  liberalization  by  December  31  of  this  year.  When  I  call  you 
about  this,  what  course  of  action  are  you  going  to  recommend? 

A  petition  was  recently  filed  with  the  U.S.  Customs  Service  asking  that  the  50 
percent  Mexican  tobacco  tariff  be  phased  out  over  five  years  rather  than  the  current 
ten  year  period.  While  I  would  prefer  to  see  this  tariff  eliminated  inimediately,  sure¬ 
ly  reducing  the  time  from  ten  to  five  years  is  reasonable.  Do  you  intend  to  pursue 
that,  and  when  should  we  expect  a  report  on  your  results? 

I  mentioned  tobacco  and  tobacco  products  in  my  questions  relating  to  China  and 
Mexico  because  these  products  play  such  an  important  role  in  reducing  the  overall 
U.S.  balance  of  trade  deficit.  According  to  one  study,  U.S.  tobacco  exports  contrib¬ 
uted  the  third-highest  balance  of  trade  surplus  among  manufactured  products.  Dur¬ 
ing  a  recent  six-year  period  tobacco  and  tobacco  products  reduced  the  U.S.  trade  def¬ 
icit  by  $25.8  billion.  Let's  not  overlook  any  product  in  our  efforts  to  increase  U.S. 
exports  and  reduce  the  trade  deficit. 

Answer.  I  am  satisfied  to  date  that  China  is  substantially  in  compliance  with  the 
market  access  Agreement  in  the  areas  of  transparency  and  market  access  for  indus¬ 
trial  and  some  ag^cultural  goods.  China  has  not  yet  fulfilled  its  commitments  to 
base  on  sound  science  sanitary  and  ph3rtosanitary  standards  for  live  animal  products 
and  for  citrus  fruit,  stene  fnut,  grapes,  wheat,  and  leaf  tobacco.  Secretary  Espy  and 
I  are  currently  in  touch  with  the  Chinese,  seeking  a  solution  to  this  important  issue. 

In  the  area  of  non-tariff  measures,  China  has  lifted  more  than  800  NTM’s  since 
December  31,  1993.  In  addition  to  lifting  the  258  required  by  the  MOU  last  year, 
China  removed  ahead  of  schedule  integrated  circuits  and  some  chemical  products, 
bringing  the  total  to  283,  for  products  removed  by  the  Deceniber  31  deadline.  China 
also  scrapped  its  system  of  import  '‘controls” — though  it  retains  licensing  and  quota 
requirements — and  vrith  it,  import  restrictions  on  a  further  171  machinery  and  elec¬ 
tronics  products.  Filially,  during  discussions  this  February  in  Beijing,  the  Chinese 
announced  that  they  were  removing  388  more  items—primarily  also  in  the  machin¬ 
ery  and  electronics  area. 

I  strongly  agree  ’Adth  your  view  that  the  goal  in  every  case  is  a  true  and  full  mar¬ 
ket  opening.  Our  negotiator's  have  been  pressing  this  case  consistently  over  the  past 
year—with  real  results  to  show  for  it.  I  certainly  expect  the  Chinese  to  remove  all 
of  the  non-tariff  barriers  contained  in  the  market  access  agreement;  to  date,  we 
have  found  that,  when  the  Chinese  pledge  to  take  a  specific  measure,  by  a  date  cer¬ 
tain,  they  generally  do  so.  Of  course,  we  intend  to  monitor  implementation  of  the 
market  access  agreement  every  step  of  the  way.  Should  the  Chinese  not  live  up  to 
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their  obligations  under  the  Agreement,  the  Administration  is  committed  to  taking 
decisive  action. 

If  your  constituents  encounter  problems  related  to  the  market  access  Agreement — 
or  anv  other  trade  issue  related  to  China  that  USTR  covers,  please  alert  my  staff 
and  they  will  take  appropriate  steps. 


Question  Submitted  by  Senator  Daniel  K.  Inouye 

Question.  The  producing  sector  of  the  U.S.  banana  indust^  has  been  very  com¬ 
petitive  with  the  lower  cost  producers  in  Latin  America.  While  it  is  true  that  U.S. 
industry  is  relatively  small  and  located  in  my  state  of  Hawaii,  the  industry  is  a  via¬ 
ble  one  and  ser’es  to  provide  considerable  economic  well  being  and  employment  sta¬ 
bility  in  the  rural  areas  of  the  state.  Banana  producers  in  Hawaii  sell  about  12  mil¬ 
lion  pounds  of  bananas  per  year,  which  constitutes  one-half  of  the  total  consumption 
in  the  state. 

This  situation  has  changed  drastically  in  July  1993  when  the  European  Commu¬ 
nity  (EC)  implemented  a  new  banana  import  reflation.  This  regulation  replaced 
those  of  member  states,  seven  of  which  were  practically  void  of  banana  trade  restric¬ 
tions,  with  EC-wide  tariff  rate  quotas  (TRQ)  and  import  licenses,  While  these  have 
the  stated  purpose  of  protecting  foreign  and  domestic  banana  suppliers,  the  real 
beneficiaries  of  these  tariffs  and  import  licenses  are  a  very  small  number  of  EC  im¬ 
porters. 

I  am  deeply  concerned  that  the  EC  banana  policy  has  so  restricted  access  to  Eu¬ 
rope  that  bananas  are  being  forced  into  North  America  at  record  levels  and  at  prices 
below  the  cost  of  production.  At  these  prices,  domestic  growers  will  not  survive^  Fur¬ 
ther,  U.S.  companies  that  market  bananas  have  also  been  deeply  hurt  by  this  new 
policy.  In  short,  there  are  substantial  U.S.  trade  interests  adversely  affected  by  the 
new  policy. 

On  a  broader  level,  I  am  also  concerned  that  this  new  policy,  if  allowed  to  con¬ 
tinue,  will  set  market  access  precedents  that  will  greatly  impede  the  ultimate  gains 
from  freer  trade  among  the  worlds’s  nations. 

What  specific  steps  is  the  Administration  taking  to  intervene  with  the  European 
Community  to  support  and  resolve  U.S.  commercial  concerns  in  this  dispute? 

Answer.  We  have  consistently  supported  Latin  efforts  in  the  GATT  to  ^et  a  fair 
deal  on  bananas  and  pressured  the  European  Union  to  adopt  a  GATT  consistent  ba¬ 
nana  import  regime.  On  January  25,  we  asked  our  embassies  to  convey  our  views 
to  the  Latin  American  countries  and  the  European  Union  as  well  as  key  member 
states.  We  will  continue  to  encourage  the  European  Union  to  adopt  a  banana  regime 
that  expands  access  for  Latin  American  producers  and  which  is  consistent  with  the 
GATT. 


Questions  Submitted  by  Senator  Frank  R.  Lautenberg 

Question.  Do  you  agree  that  GSP  is  a  benefit  rather  than  a  right? 

Answer.  The  GSP  program  offers  duty-free  market  access  to  certain  sp^ified 
products  that  are  imported  from  designated  developing  countries.  The  GATT  has 
generally  encouraged  developed  countries  to  grant  such  preferential  treatment  to  de¬ 
veloping  countries.  The  United  States  is  not,  however,  required  to  extend  GSP  bene¬ 
fits  under  the  GATT  or  any  other  agreement.  In  order  to  support  economic  develop¬ 
ment  in  the  GSP  beneficiary  countries,  we  have  granted  duty-free  GSP  treatment 
to  products  that  are  not  import  sensitive  in  the  United  States.  However,  in  order 
to  qualify  for  GSP  benefits,  GSP  countries  must  meet  various  conditions,  and  they 
are  not  entitled  to  such  benefits. 

Question.  Under  the  rules  of  the  new  GATT  Agreement,  can  the  United  States 
still  use  GSP  as  a  unilateral  tool  to  produce  better  intellectual  property  protection 
by  violators? 

Answer.  The  GSP  program  has  been  used  effectively  to  promote  the  ad^tion  and 
enforcement  of  adequate  and  effective  intellectual  property  protection  (IPk)  in  GSP 
beneficiary  countries.  The  Uruguay  Round  GATT  Agreement  does  not  preclude  the 
United  States  from  using  the  uSP  program  to  promote  better  IPR  protection  in  the 
countries  that  benefit  from  preferential  aece.'^s  to  our  market  under  the  GSP  pro¬ 
gram. 

Question.  Would  you  agree  that  when  a  country  flagrantly  abuses  the  intellectual 
property  rights  of  American  companies,  there  should  be  a  presumption  that  it  will 
lose  its  GSF  privileges  until  its  IPR  performance  improves  to  at  least  a  minimal 
standard,  such  as  the  TRJFs  Agreement? 
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The  United  States  can  and  will  use  ail  available  means  to  address  inadequate  and 
inefTective  IPR  protection  in  GSP  countries.  It  is  important  that  the  Administration 
have  the  flexibility  and  discretion  to  pursue  our  trade  policy  objectives  without  con¬ 
straint.  It  would  be  appropriate  to  use  the  GSP  program  to  ensure  that  countries 
are  meeting  all  of  their  commitments  under  the  TRIPs  agreement.  Moreover,  even 
if  a  GSP  country  is  fulElling  its  commitments  under  the  TRIPs  agreement  (includ- 
ing  taking  advantage  of  the  transition  periods),  it  may  nevertheless  be  found  to 
deny  adequate  and  effective  IPR  protection,  as  is  required  in  the  GSP  law. 

ARAB  BOYCOTT 


ITC  Study  on  Business  Impact 

Question.  I  know  you  have  been  working  hard  to  remove  an  impediment  to  Amer¬ 
ican  exports:  the  Arab  boycott  of  companies  doing  business  with  Israel.  I  commend 
you  for  your  hard  work. 

In  that  regard,  I  also  know  you  have  been  raising  this  issue  with  your  counter¬ 
parts  in  boycotting  countries  as  well  as  with  many  of  our  trading  partners  who  ac¬ 
quiesce  to  the  terms  of  the  boycott. 

In  response  to  a  letter  I  wrote  you  along  with  Senators  Moynihan  and  Grassley 
last  summer,  you  agreed  to  initiate  a  study  of  the  boycott’s  impact  on  U.S.  busi¬ 
nesses.  You  said  you  would  request  the  ITC  to  provide  such  a  study. 

Could  you  tell  me  how  that  study  is  progressing  and  what  is  being  done  to  aggres¬ 
sively  solicit  information  from  industry? 

\^en  do  you  expect  it  to  be  completed? 

Do  you  have  any  preliminary  estimates  of  the  economic  impact? 

Once  the  report  is  completed,  how  do  you  intend  to  use  it? 

Answer.  The  ITC  informs  us  that  the  study  is  proceeding  according  to  schedule, 
which  calls  for  its  completion  by  early  November  1994.  They  do  not  expect  it  to  be 
completed  before  that  date.  They  have  no  preliminary  estimates  of  the  economic  im¬ 
pact. 

The  ITC  had  scheduled  for  March  17  a  public  hearing  for  companies  and  individ¬ 
uals  to  discuss  any  boycott  issue.  The  hearing  was  canceled  because  there  were  no 
requests  to  appear.  Several  companies  and  organizations  informed  the  ITC  privately 
that  they  preferred  to  submit  their  comments  confidentially. 

The  ITC  has  informed  us  that  they  are  sending  a  confidential  questionnaire  to 
700  businesses  and  organizations,  including  service  providers,  businesses  that  soil 
to  boycotting  countries  and/or  to  Israel,  businesses  which  produce  inputs  used  in 
products  being  exported  to  the  regions,  as  well  as  Chambers  of  Commerce  and  inter¬ 
ested  non-business  groups.  The  iTC  has  made  the  Questionnaire  short  to  encourage 
a  high  response  rate,  and  plans  to  send  up  to  two  follow-up  letters  to  non-respond¬ 
ents. 

ITC  investigators  plan  to  travel  to  the  region  in  June  to  speak  with  business  lead¬ 
ers  and  government  officials. 

We  intend  to  use  the  results  of  the  study  to  help  determine  next  steps  in  response 
to  a  clear  legal  barrier  to  U.S.  exports.  If  the  study  shows  a  significant  economic 
impact,  or  shows  that  certain  countries’  practices  are  producing  a  significant  eco¬ 
nomic  impact,  that  will  clearly  be  important  information  as  we  evaluate  our  next 
steps. 


PROGRESS  WITH  ARABS 

Question.  Ron  Brown  is  also  doing  some  good  work  on  this  issue.  When  he  was 
in  Cairo  during  his  recent  swing  through  the  Middle  East,  he  apparently  secured 
a  promise  from  Arab  League  President  Abdel-Megmd  that  the  organiption  would 
discuss  the  secondary  boycott  at  its  meeting  of  foreign  ministers  in  Cairo  on  March 
27.  Since  then,  however,  I  understand  other  Arab  League  officials  have  questioned 
the  validity  of  Meguid’s  commitment  to  Ron  Brown. 

What’s  your  sense?  Do  your  contacts  with  your  Arab  counterparts  indicate  any 
reason  for  optimism  that  there  will  be  any  progress  on  the  boycott  issue  in  general 
or  at  the  March  27  ministerial  in  particular? 

Answer.  The  March  27  meeting  of  the  Arab  League  did  not  take  up  the  issue  of 
the  Arab  Boycott.  The  Ministers  believed  that,  given  the  continuing  negative  atmos¬ 
phere  created  by  the  Hebron  Mosque  massacre,  it  would  not  have  been  productive 
to  have  engaged  in  debate  on  terminating  the  boycott  or  any  of  its  aspects. 

We  continue  to  be  in  active  contact  with  the  Arab  league  and  Arab  governments, 
as  well  as  states  outside  the  Middle  East,  to  emphasize  the  importance  of  bringing 
an  end  to  the  boycott  as  rapidly  as  possible. 
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With  implementation  of  the  Israel-Palestinian  declaration  of  principles,  a  new  eco¬ 
nomic  relationship  has  been  established  between  Israel  and  the  Palestinian  Author¬ 
ity.  We  believe  strongly  that  continuation  of  the  bojrcott  will  harm  the  Palestinians 
and  impede  the  efforts  of  the  U.S.  and  others  to  assist  in  building  a  prospeit)us  and 
stable  Palestinian  economy.  The  President  is  committed  to  exerting  all  possible  ef¬ 
forts  to  bring  the  boycott  to  an  end. 


Questions  Submitted  by  Senator  Jim  Sasser 

CONFECTIONERY  RATES 

Question.  With  the  1979  Tokyo  Round,  U.S.  import  duties  on  confectionery  were 
reduced  to  the  lowest  in  the  world,  0  to  7  percent,  while  U.S.  exports  of  similar 

f)roducts  continued  to  face  global  tariff  of  30  to  50  percent.  The  Uruguay  Round  of- 
ered  a  unique  opportunity  to  redress  this  egregious  trade  imbalance  by  removing 
or  significantly  lowering  these  barriers  to  U.S. -produced  confectionery. 

Did  U.S.  negotiators  succeed  in  this  effort?  And  if  so,  why  then  is  the  industry 
reportedly  facing  confectionery  duties  ranging  from  50  percent  in  Hungary,  to  45 

f)ercent  in  the  Philippines,  to  30  percent  or  more  in  countries  like  Japan  and  Thai- 
and? 

Answer.  Many  sugar  and  chocolate  confectionery  items  in  the  United  States  cur¬ 
rently  fall  under  Section  22  import  protection.  Under  the  Urugu^  Round,  a  tariff 
rate  quota  will  be  established  at  existing  access  levels  for  those  Section  22  confec¬ 
tionery  and  chocolate  items.  The  in-quota  rates  will  be  our  current  duties  (i.e.,  no 
reductions).  The  new  out-of-quota  rates  will  be  a  combination  of  specific  and  ad  valo¬ 
rem  duties,  initially  range  from  approximately  141  to  159  percent  when  converted 
to  base  period  ad  valorem  values.  Based  on  advice  from  Congress,  our  private  sector 
advisory  groups  and  our  domestic  industry,  the  United  States  will  make  the  mini¬ 
mum  reduction  (15  percent)  on  the  out-of-quota  tariffs  and  existing  tariff-only  sugar 
confectionery  items. 

The  U.S.  e.xports  many  different  kinds  of  sugar  confectionery  products,  so  the  re¬ 
sults  in  a  particular  foreign  market  depend  on  the  tvpe  of  import  protection  cur¬ 
rently  in  place  (tariff-only  or  non-tariff  import  barrier)  and  the  exact  product  tariff 
classification.  Japan  has  tariff-only  protection  for  sugar  confectionery  products.  Ja¬ 
pan's  tariff  bindings  on  sugar  confectionery  products  will  be  reducecf  by  15  percent 
to  66.6  percent.  The  final  Ixiund  tariffs  in  Japan  range  from  10  percent  on  many 
chocolate  confectionery  items  to  29.8  percent  on  some  confectionery  items  that  do 
not  contain  chocolate.  Thailand  and  tne  Philippines  will  bind  previously  unbound 
sugar  confectionery  tariffs  and  make  reductions  of  33  percent  (Thailand)  and  35  per¬ 
cent  (Philippines)— which  is  greater  than  both  the  minimum  ( 10  percent)  and  aver¬ 
age  cuts  (24  percent)  required  by  developing  countries. 

Currently,  Hungary  strictly  controls  imports  of  sugar  confectionery.  Under 
tariffication,  Hungary  will  convert  its  existing  non-tariff  import  barriers  to  tariffs 
and  provide  access  through  tariff  rate  quotas.  Under  its  minimum  access  commit¬ 
ment  for  chocolate  confectionery,  Hungary  will  expand  access  from  base  period  lev¬ 
els  by  about  20  percent  in  the  first  year  of  implementation  (211  tons)  and  by  close 
to  90  percent  (911  tons)  in  the  final  year.  While  the  in-quota  rate  for  chocolate  con¬ 
fectionery  remains  at  the  current  level  of  30  percent,  the  out-of-quota  tariff  will  fall 
from  50  percent  to  30  percent  over  the  implementation  period.  This  means  that  at 
the  end  of  the  implementation  period,  Hungary  will  have  eliminated  all  non-tariff 
import  barriers  and  have  a  bound  tariff  of  30  percent.  Hungary  will  establish  a  cur¬ 
rent  access  tariff-rate  quota  on  other  sugar  confectionery  items,  and  reduce  the  out- 
of-quota  rate  from  80  percent  to  51  percent.  The  current  applied  tariff  on  these 
items  is  60  percent. 

Question.  U.S.  negotiators  agreed  to  Hungary’s  restrictive  50  percent  tariff  on  do¬ 
mestically  produced  confectionery.  In  exchange  for  this  protective  rate,  the  U.S.  gave 
a  new  800  ton  soft  cheese  quota  to  Hungary,  a  nation  whose  domestic  industry  has 
been  thoroughly  privatized  by  three  non-Hungarian  European  candy  companies 
(Nestle,  Stollwerck,  and  Suchard). 

Please  explain  why  U.S.  negotiators  agreed  to  protect  the  Hungarian  market  from 
U.S.  produced  confectionery  by  accepting  a  50  percent  duty  on  such  products,  effec¬ 
tively  losing  this  market  for  ILS.  products  to  Europe. 

Answer,  Currently,  Hungary  strictly  controls  imports  of  sugar  confectionery. 
Under  tariffication,  Hungary  will  convert  its  existing  non-tariff  import  barriers  to 
tariffs  and  provide  access  through  tariff  rate  quotas.  Under  its  minimum  access 
commitment  for  chocolate  confectionery,  Hungary  will  expand  access  from  base  pe¬ 
riod  levels  by  about  20  percent  in  the  first  year  of  implementation  (211  tons)  and 
by  close  to  90  percent  (911  tons)  in  the  final  year.  While  the  in-quota  rate  for  choco- 


45 


late  confectionery  remains  at  the  current  level  of  30  percent,  the  oiit-of-quota  tariff 
will  fall  from  50  percent  to  30  percent  over  the  implementation  period.  This  moans 
that  at  the  end  of  the  implementation  period,  Hungary  will  have  eliminated  all  non¬ 
tariff  import  barriers  and  have  a  ’oound  tariff  of  30  percent.  Hungary  will  establish 
a  current  access  tariff-rate  quota  on  other  sugar  confectionery  items,  and  reduce  the 
out-of-quota  rate  from  80  percent  to  51  percent.  The  current  applied  tariff  on  these 
items  is  60  percent. 

Hungfiry  did  receive  cheese  quota  from  the  U.S.  For  several  years,  the  U.S.  had 
committed  to  sympathetically  reviewing  requests  from  Eastern  European  countries 
in  tiie  Uruguay  Round  negotiations.  Cheese  was  a  major  item  on  Hungary's  request 
list. 

In  addition,  Hungary  was  an  active  member  of  the  Cairns  Group,  and  had  en¬ 
dorsed  fundamental  market-liberalizing  principles  like  tarifllcation,  discipline  on  ex¬ 
port  subsidies,  etc.  throughout  the  negotiations.  During  the  negotiations,  we  contin¬ 
ually  pushed  Hungary  for  improved  access  on  sugar  confectioiA^ry  in  the  context  of 
our  offer  of  the  cheese  quota.  Hungary  did  significantly  improve  its  initial  offer  on 
sugar  confectionery  in  the  course  of  the  negotiations. 

Question.  Why  did  U.S.  negotiators  not  better  protect  export  opportunities  for  the 
U.S.  confectionery  industry  in  Eastern  and  Central  Europe  by  agreeing  to  a  10  per¬ 
cent  preferential  rate  for  European  Community  confectionery  exported  into  these  re¬ 
gions? 

Answer.  Eastern  and  Central  Europe  have  preferential  trading  arrangements 
with  the  European  Community.  One  facet  of  the^f*  agreements  was  a  duty  pref¬ 
erence  on  EC  sugar  confectionery,  currently  at  10  percent.  However,  there  was  no 
guarantee  that  this  preference  would  not  be  increased.  Hence,  we  attempted  to  en¬ 
sure  that  the  preference  would  never  exceed  10  percent. 

TOBACCO— CHINA 

Question.  We  know  that  in  China,  as  in  Japan,  traditional,  anticompetitive  dis¬ 
tribution  systems  greatly  increases  the  difficulty  of  obtaining  real,  meaningful  ac¬ 
cess  to  the  market.  This  is  particularly  true  where  there  is  a  domestic  monopoly  or 
cartel,  such  as  the  National  China  Tobacco  Corporation,  that  stands  between  con¬ 
sumers  and  foreign  exporters,  impeding  access  to  the  market. 

Will  you  make  distribution  bottlenecks  to  market  access  a  priority  on  your  trade 
agenda,  including  the  role  of  the  National  China  Tobacco  Corporation  with  respect 
to  potential  sales  in  China  of  U.S.  tobacco  products? 

Answer.  Access  to  China's  distribution  networks  are  a  key  to  genuine  penetration 
of  the  Chinese  market  and,  as  such,  distribution  services  is  a  key  focus  not  only  of 
USTR’s  services  negotiations  but  also  of  the  multilateral  discussions  of  China’s 
GATT  accession.  We  are  well  aware  that  monopoly  purchasing  rights  by  Chinese 
companies  is  a  formidable  barrier.  In  the  case  of  tobacco,  that  control  has  been  sig¬ 
nificantly  eroded  by  large-scale  smuggling  operations — unfortunately  not  by  legiti¬ 
mate  access  for  U.S.  companies.  By  the  end  of  1994,  China  will  remove  import 
quotas  and  licensing  requirements  from  cigarettes,  cigars  and  other  forms  of  to¬ 
bacco.  Market  access  should  therefore  improve  somewhat. 

Question.  For  years,  we  have  been  frustrated  when  trading  partners  agree  to 
make  changes  advocated  by  the  United  States,  but  then  either  fail  to  do  so  or  effect 
other  trade  barriers. 

How  are  you  monitoring  China’s  compliance  with  its  trade-liberalization  commit¬ 
ments,  specifically  including  commitments  relating  to  tobacco  products,  as  well  as 
any  developments  that  nullify  or  impair  the  value  of  those  commitments? 

Answer.  USTR  is  strictly  monitoring  the  market  access  Agreement.  China  is  not 
now  in  compliance  with  provisions  concerning  basing  phytosanitary  standards  for 
leaf  tobacco  on  sound  science.  Ambassador  Kantor  and  Secretary  Espy,  and  their 
staffs,  are  now  consulting  on  that  issue. 

Question.  In  the  negotiations  for  China’s  accession  to  the  GATT,  the  U.S.  gen¬ 
erally  seeks  tariff  bindings  at  the  lowest  possible  level.  Since  my  state  is  a  leader 
in  the  production  and  exportation  of  tobacco  and  tobacco  products,  I  would  request 
that  you  keep  me  informed  of  developments  relating  to  those  tariffs  in  the  context 
of  the  accession  negotiations. 

Answer.  USTR  would  be  delighted  to  keep  you  appraised  of  any  developments 
concerning  tariff  reductions  in  China. 
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Questions  Submitted  by  Senator  Pete  V.  Domenici 

FTE  employment  IN  FJCECUTIVE  OFFICE  OP  THE  PRESIDENT 

Question.  The  Office  of  the  U.S.  Trade  Representative  is  slated  to  be  reduced  by 
one  PTE  in  fiscal  year  1995,  from  172  to  lYl.  The  1994  number  represents  an  in¬ 
crease  of  166  to  172  from  1993. 

The  President  has  pledged  to  reduce  employment  in  the  Executive  Office  of  the 
President  by  25  percent.  In  the  case  of  USTR,  employment  actually  went  up  in 

1994.  However,  there  is  a  decrease  of  one  position  slated  for  1995. 

Why  is  the  USTR,  which  is  part  of  the  Executive  Office  of  the  President,  exempt 
from  this  25  percent  staffing  r^uction? 

Do  you  know  where  the  cuts  have  occurred — if  they  have  occurred — in  the  Execu¬ 
tive  Office  of  the  President?  Haven't  most  of  them  occurred  in  the  Office  of  the  Drug 
Czar? 

Do  you  have  nonreimbursable  detaiiees  at  the  U.S.  Trade  Representative's  Office? 
If  so,  how  many  do  you  have?  Please  provide  the  committee  with  a  list  of  such 
detaiiees  for  fiscal  years  1993,  1994,  and  1995,  including  a  designation  of  which 
agencies  supplied  these  detaiiees. 

Answer.  The  President  has  made  two  commitments  to  reduce  the  size  of  the  Fed¬ 
eral  work  force:  (a)  a  pledge  last  year  to  cut  100,000  PTE's;  and  (b)  a  commitment 
under  Uie  National  Performance  Review  to  cut  an  additional  152,000  PTE's,  for  a 
total  reduction  of  252,000. 

Against  the  100,000  Government-wide  staff  decrease  is  5  PTE's — and  we  achieved 
that  by  cutting  by  5  FTE  in  the  original  fiscal  year  1994  budget.  Against  the  addi¬ 
tional  152,000  staff  cut  recommended  by  the  NPR,  USTR  was  not  assessed  any  ad- 
^tional  cuts  given  the  busy  trade  agenda  that  is  envisioned  through  fiscal  year 

1995. 

Effective  with  fiscal  year  1994  the  elements  that  make  up  the  FTE  level  for  an 
agency  was  modified.  Students  who  are  an  integral  part  ot  USTR  operations  are 
now  counted  as  part  of  the  FTE  base.  Prior  to  this  year,  students  were  not  counted. 
We  average  about  22  half-time  students  through  the  year,  which  equates  to  about 
11  FTE.  If  you  deduct  the  11  PTE  for  students  USTR's  request  remains  at  the  157. 
The  overall  decrease  of  one  FTE  next  year  is  tied  to  a  decrease  in  projected  overtime 
worked. 

Historically,  USTR  has  operated  with  the  assistance  of  details  from  other  agen¬ 
cies.  As  of  March  1,  1994,  we  have  46  details  from  13  other  agencies. 


Agency  1995  (estimate)  1994  (current)  1993 


Agriculture .  6  6  6 

Defense  .  1  1  1 

State .  19  19  20 

FDA .  1  1  . 

Interior .  1  1  1 

NASA .  1  1  . 

USIA .  1  1  1 

Commerce  .  4  4  5 

Labor  .  2  2  . 

ERA .  1  1  1 

ITC .  7  7  6 

Library  of  Congress .  1  1  . 

Justice . 


Education . 

VGA .  1  1 


Total .  46  46  41 


Questions  Submitted  by  Senator  Mitch  McConnell 

BANANA  EXPORTS  TO  THE  EUROPEAN  UNION 

Question.  As  you  know,  the  European  Union  has  implemented  a  highly  restrictive 
banana  import  policy  that  includes  an  import  licensing  scheme  explicitly  designed 
to  take  market  share  away  from  U.S.  companies  for  the  benefit  of  certain  EU  firms. 
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I  am  Quite  concerned  about  the  anti*U.S.  company  oiienUtion  of  that  polic^r  and 
would  like  to  know  what  U.S.  strategy  is  being  followed  to  make  sure  that  the  inter¬ 
est  of  our  U.S.  companies  are  being  protected.  1  understand  that  the  interests  and 
needs  of  the  U.S.  companies  may  not  be  the  same  as  those  of  Latin  America,  which 
would  necessitate  a  very  specific  U.S.  government  strategy  aimed  at  helping  compa¬ 
nies. 

Answer.  We  have  consistently  supported  Latin  efforts  in  the  GATT  to  get  a  fair 
deal  on  bananas  and  pressured  the  European  Union  to  adopt  a  GATT  consistent  ba¬ 
nana  import  regime.  On  January  25,  we  asked  our  embassies  to  convey  our  views 
to  the  Latin  American  countries  and  the  European  Union  as  well  eis  key  member 
states.  We  will  continue  to  encourage  the  European  Union  to  adopt  a  banana  regime 
that  expands  access  for  Latin  American  producers  and  which  is  consistent  with  the 
GATT. 


KFC— POULTRY  EXPORTS  TO  CANADA 

Question.  Since  1979,  Canada  has  controlled  its  domestic  chicken  market  through 
production  and  import  quotas.  These  quotas  limit  U.S.  access  to  the  Canadian  mar¬ 
ket  and  restrict  expansion  into  Canada  by  U.S.  chicken  retailers  like  KFC  which 
is  based  in  Kentucky.  If  the  Canadian  market  were  fully  opened,  U.S.  exports  to 
Canada  would  increase  bv  an  estimated  $350  to  $700  million  annually. 

I’ve  been  working  on  this  issue  for  three  years  now.  In  1992,  I  introduced  a  reso¬ 
lution  urging  President  Bush  to  seek  the  removal  of  Canadian  import  quotas  on 
U.S,  chicken  exports  through  the  Uruguay  Round  and  the  NAFTA  negotiations. 

Canada  has  agreed  to  convert  its  supply  management  quota  regime  into  tariffs 
under  the  Uruguay  round.  What  concerns  me,  however,  is  how  much  real  measur¬ 
able  access  this  will  actually  provide  to  Canada’s  market  for  American  poultry  pro¬ 
ducers. 

I  want  to  impress  upon  you  the  importance  of  converting  Canada’s  poult^  import 
quota  system  to  a  reasonable  tariff  equivalent  that  eventually  result  in  increased 
market  access.  Doing  so  will  enable  U.S.  chicken  exporters  and  U.S.  chicken  compa¬ 
nies  operating  in  Canada  to  compete  fairly  in  that  highly  protected  market. 

What  is  the  status  of  Canada’s  offer  on  market  access  schedules  for  poultry? 

Answer,  Canada  has  submitted  an  Uruguay  Round  schedule  which  tariffs  its  sup¬ 
ply  management-based  poultry  import  quotas  and  creates  a  minimum  access  level 
and  very  high  second  tier  tariffs.  However,  tariff  levels  between  the  United  States 
and  Canada  are  governed  not  by  the  GATT,  but  by  the  North  American  Free  Trade 
Agreement  (including  provisions  retained  from  the  U.S. -Canada  Free  Trade  Agree¬ 
ment).  Access  levels  and  tariff  rates  which  will  apply  to  trade  in  poultry  and  certain 
other  agricultural  products  are  the  subject  of  ongoing  negotiations  between  the 
United  States  and  (Janada. 

Question.  What  is  the  U.S.  government  doing  to  ensure  that  non-tariff  barriers 
are  converted  to  reasonable  tariff  equivalent  rate.s  that  result  in  actual  market  ac¬ 
cess? 

Answer.  Secretary  Espy  is  spearheading  our  negotiations  with  Canada.  He  and 
his  staff  have  been  in  close  touch  with  representatives  of  the  U.S.  poultry  sector  re¬ 
garding  the  industry’s  export  priorities  for  Canada.  He  will  continue  to  work  closely 
with  poultry  producers/exporters  to  attain,  as  completely  as  possible,  the  objectives 
the  industry  has  outlined. 


CFIINA  MFN 

Question.  As  you  know,  in  the  next  few  weeks.  President  Clinton  will  have  to 
make  a  decision  regarding  renewal  of  MFN  status  for  China,  It  is  my  understanding 
that  there  is  discussion  within  the  Administration  of  making  China’s  MFN  status 
permanent,  that  is,  not  subject  to  annual  renewal.  For  the  record,  I  think  such  a 
move  would  be  prudent.  Renev/al  of  MFN  for  China  has  become  an  annual  Kabuki 
dance  in  Congress,  dictated  more  by  domestic  political  consideration  than  sound  eco¬ 
nomic  and  foreign  factors. 

Can  you  update  me  on  discussions  within  the  Administration  regarding  making 
China’s  MFN  status  permanent? 

Answer.  At  this  point,  if  this  year  goes  well  and  the  Chinese  meet  the  conditions 
of  the  May  28  Executive  Order,  we  will  consider  broadening  the  relationship. 

Question.  As  the  Administration’s  chief  trade  negotiator,  do  you  believe  that  the 
granting  of  MFN  trade  status— something  which  we  automatically  give  to  nearly 
every  one  of  our  trading  partners — is  an  appropriate  tool  to  use  to  bring  about 
changes  in  China’s  trade  practices? 

Answer,  On  trade,  USTH  has  implemented  to  the  letter  the  President’s  Executive 
Order  of  May  28,  1993.  We  have  vigorously  pursued  unfair  trade  practices— such  as 
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China^s  failure  to  protect  U.S.  intellectual  property  rights — and  are  now  considering 
identification  of  China  as  a  Priority  Foreign  Country.  We  will  make  full  use,  when 
necessary,  of  the  Section  301  and  Special  301  statutes,  as  the  Report  to  the  Con- 
gress  noted.  We  have  also  pursued  full  Implementation  of  the  market  access  agree¬ 
ment,  with  considerable  success.  In  sum,  I  think  that  we  have  the  tools  that  v/e 
need  now  on  trade. 

Question.  Do  you  think  that  threatening  withdrawal  of  MFN  will  actually  de¬ 
crease  our  trade  deficit  with  China? 

Answer.  On  trade,  we  are  pursuing  open  markets  and  access  and  advantage  in 
China  that  is  comparable  to  that  accorded  to  China  in  the  United  States.  The  Ad¬ 
ministration’s  policy  on  MFN,  as  expressed  in  the  Executive  Order,  is  to  obtain  sig¬ 
nificant  progress  on  key  human  rights  issues — and,  on  trade,  to  rectify  unfair  trade 
practices. 

Question.  Has  USTR  done  any  analysis  of  the  impact  on  U.S.  exports  to  China- 
say  in  the  area  of  agriculture  or  aerospace — ^if  MFN  is  withdrawn? 

Answer.  USTR  per  se  has  not  done  an  analysis,  although  other  government  agen¬ 
cies  have,  I  believe.  We  had  more  than  $2  billion  in  aircraft  sales  to  China  last  year. 
Clearly,  if  MFN  were  withdrawn,  the  Chinese  could  elect  not  to  make  significant 
purchases  of  aircraft,  or  agricultural  products,  in  1994. 
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SMALL  BUSINESS  ADMINISTRATION 
STATEMENT  OF  ERSKINE  B.  BOWLES  ADMINISTRATOR 
PREPARED  STATEMENT 

Senator  Hollings.  We  will  now  hear  from  Erskine  Bowles,  the 
Administrator  of  the  Small  Business  Administration.  For  fiscal 
year  1995,  the  administration  is  requesting  $806  million  for  SBA 
programs.  This  level  would  support  almost  $12.7  billion  in  business 
loans  and  other  SBA  credit  programs. 

Mr.  Bowles,  the  subcommittee  is  pleased  to  have  you  appear 
again.  We  will  include  your  statement  in  its  entirety  in  the  record. 

Mr.  Bowles.  Thank  you,  sir. 

Senator  Hollings.  You  can  summarize  it  or  deliver  to  it  as  you 
wish. 

Mr.  Bowles.  I  would  like  to  summarize  it,  if  I  could,  and  speak 
from  a  few  notes  I  have  here,  if  that  is  OK. 

Senator  Rollings.  Very  good. 

[The  statement  follows:] 

Statement  of  Erskine  B.  Bowles 

Mr.  Chairman  and  distinguished  members  of  this  Committee,  it  is  again  a  pleas¬ 
ure  for  me  to  appear  before  you.  I  believe  that  we  are  embarking  on  a  very  exciting 
period  for  small  business,  and  I  appreciate  this  opportunity  to  appear  before  you  to 
discuss  some  of  the  Administration’s  plans  for  the  u.S.  Small  Business  Administra¬ 
tion  (SBA)  over  the  next  few  years.  The  President  and  I  are  committed  to  making 
great  things  happen  for  small  businesses  in  our  Country. 

This  Administration  recognizes  that  small  businesses  are  an  important  part  of  the 
overall  effort  to  create  and  sustain  a  pattern  of  steady  domestic  economic  growth 
and  job  creation.  The  President  is  firmly  committed  to  helping  small  businesses 
start,  prosper  and  grow.  It  is  our  goal  to  ensure  that  small  businesses  have  the  Fed¬ 
eral  assistance  they  need  to  play  their  part  in  sustaining  the  economic  recovery.  I 
am  working  side-by-side  with  the  President  to  develop  the  SBA  programs  and  plans 
to  make  this  goal  of  sustained  economic  growth  a  reality  during  this  Administration. 
Over  the  last  year  I  traveled  across  the  Country  talking  to  over  2,500  small  business 
owners  and  400  small  business  lenders  at  town  hall  meetings  in  Atlanta,  Cleveland, 
Des  Moines,  Hartford,  Houston,  Los  Angeles  and  Portland.  The  President  and  I 
wanted  to  know  what  it  is  that  the  Federal  Government  can  do — what  programs 
and  services  can  we  refine  or  develop — to  help  these  businesses  survive,  grow  and 
prosper.  We  know  that  it  is  the  products  and  services  that  small  businesses  create, 
^ong  with  the  employment  that  activity  implies,  which  are  critical  to  the  Nation's 
economic  health.  As  you  might  expect,  over  and  over  again  I  heard  that  small  busi¬ 
nesses  lack  access  to  capital  to  meet  their  basic  business  needs,  whether  that  need 
involves  commercializing  an  idea,  purchasing  inventory  and  equipment,  or  meeting 
a  payroll.  7 his  was  particularly  true  for  those  small  businesses  located  in  inner 
cities  and  ptx)r  rural  communities,  and  those  owned  by  minorities  and  women  who 
need  loans  for  amounts  less  than  $200,000. 

WiUiout  that  all-important  capital,  many  businesses  cannot  survive;  and  clearly 
without  capital,  small  ousinesses  cannot  grow  and  cannot  create  jobs — ^it’s  as  simple 
as  that.  And  without  these  businesses  we  will  not  have  a  sustained  and  widespread 
economic  j.*ecovery.  It  is  therefore  vitally  important  that  we,  the  Administration  and 
the  Congress,  work  together  to  ensure  this  critical  need  is  met  through  full  funding 
of  the  7(a)  and  other  SBA  loan  programs  and  that  these  programs  continue  to  be 
authorized  under  the  Small  Business  Act  at  sufficient  levels  in  fiscal  year  1995  and 
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beyond.  As  you  know,  the  current  authorization  for  our  appropriations  in  Section 
20  of  the  Small  Business  Act  will  expire  at  the  end  of  fiscal  year  19^.  In  addition, 
SBA*s  authoriU  to  enter  into  cosponsorships  with  the  private  sector  and  our  author¬ 
ity  for  the  Preferred  Sureties  program  will  also  expire  at  the  end  of  fiscal  year  1994. 
This  reauthorization  and  other  legislative  actions  will  be  forwarded  to  the  Congress 
shortly  as  part  of  our  fiscal  year  1996  Legislative  Package. 

The  fiscm  year  1996  budget  request  for  the  SBA  that  has  been  sent  to  you  by  the 
President  recommends  $11.9  billion  in  business  lending  for  small  businesses,  includ¬ 
ing  $9  billion  in  7(a)  lending,  $2.1  billion  in  Development  Company  lending,  $730 
million  in  Small  Business  Investment  Company  lending  and  $66  million  in 
Microloan  lending.  The  $9  billion  for  7(a)  lending  is  comprised  of  an  fiscal  year  1995 
request  for  $7.6  billion  plus  $1.5  billion  that  we  project  to  be  carried  forward  from 
fiscal  year  1994.  Also  included  in  this  request  is  $1.8  billion  in  new  surety  bond 
guarantees,  and  $412  million  for  disaster  lending. 

REINVENTING/STREAMUNING  THE  SBA 

Having  spent  the  vast  majoritv  of  my  career  in  the  private  sector  as  a  business¬ 
man,  I  understand  the  value  of  kno^ving  your  customers  and  their  needs.  But  it  is 
equally  important  to  have  the  resources,  programs,  and  delivery  systems  to  meet 
those  needs.  To  promote  reinvention,  streamlining,  and  empowerment  at  SBA,  I  ac¬ 
tively  sought  ideas  and  suggestions  from  three  sources:  o\ir  primary  constituents, 
small  businesses;  our  partners,  the  lending  institutions;  and  SBA  employees,  who 
meet  our  customers  face-to-face  every  day.  I  wanted  to  find  out  what  really  needs 
to  be  done  at  the  SBA  to  improve  the  way  we  deliver  services  and  proCTams,  and 
to  reach  out  to  those  small  businesses  that  have  in  the  past  been  unwilling  or  un¬ 
able  to  make  use  of  SBA’s  services. 

The  first  and  most  significant  thing  I  learned  was  that  we  had  too  many  staff 
dealing  with  things  other  than  our  small  business  customers.  SBA’s  organizational 
structure  was  established  well  before  the  advent  of  modern  communications  and  in¬ 
formation  technologies.  One  of  the  benefits  of  these  modern  systems  is  the  way  they 
support  leaner,  more  efficient  organizational  structures.  Today’s  technologies  make 
it  possible  to  reduce  administrative  overhead.  Modern  organizations  use  these  effi¬ 
ciencies  to  streamline  their  organizations,  take  cost  out  of  their  structure,  and  to 
put  more  assets  in  direct  support  of  their  customers,  which  is  exactly  what  we  want 
to  do  at  SBA. 

In  reviewing  our  organization,  it  quickly  became  apparent  that  there  was  simply 
no  longer  a  pressing  need  for  ten  large  Regional  Offices  along  with  a  large,  highly 
segmented  Headquarters  staff  to  further  oversee  and  monitor  programs.  We  had  too 
many  staff  focused  internally,  at  the  expense  of  our  customers  and  their  business 
needs. 

To  remedy  this  imbalance,  I  asked  for  advice  from  both  our  customers  and  our 
employees  as  to  how  they  felt  we  could  overhaul  the  SBA  to  give  better  customer 
service.  Our  management  team  took  this  advice  and  developed  a  reorganization  pro¬ 
posal  that  would  reduce  administrative  overhead,  take  advantage  of  current  tech¬ 
nologies,  and  put  more  of  our  employees  in  our  District  Offices  dealing  directly  with 
our  customers,  the  owners  of  su  businesses.  This  proposal  was  sent  to  you  in  late 
1993.  It  is  a  tool  that  I  urgently  need  to  bring  life  to  our  plan  for  an  effective  SBA. 
The  reorganization  proposal  includes  several  program  initiatives  that  we  plan  to 
phase-in  simultaneously  over  the  next  several  months.  The  net  effect  of  this  reorga¬ 
nization  will  be  positive  and  it  will  position  SBA  to  better  meet  the  future  needs 
of  our  small  business  customers. 

There  are  two  initiatives  that  we  will  undertake  immediately  to  improve  the  de¬ 
livery  of  pro^ams  and  services  to  our  customers.  First,  we  are  proposing  to 
downsize  our  Headquarters  staff  by  about  150  employees  through  a  combination  of 
attrition  and  voluntary  reassignments.  Approximately  60  employees  have  opted  for 
voluntary  re-assignments  from  Central  Offices  to  our  District  Offices,  and  arout  45 
of  these  people  are  already  in  tlieir  new  locations,  at  the  District  Offices  where  SBA 
proCTams  are  delivered  to  our  customers. 

We  expect  to  achieve  the  remaining  reduction  of  90  staff  by  the  end  of  the  fiscal 
year  through  attrition  and  retirements,  with  no  adverse  personnel  actions.  This  re¬ 
duction  of  160  employees  in  Headquarters  will  allow  us  to  turn  back  to  GSA  leased 
space  for  annual  savings  of  almost  $1.5  million.  Even  more  importantly  we  will  have 
additional  people  in  the  field  delivering  services  to  our  customers,  the  owners  of 
small  businesses. 

Certain  employment  reductions  have  also  been  mandated  as  part  of  the  overall 
Federal  Government  downsizing  effort.  Our  fiscal  year  1995  budget  request  reflects 
the  Administration’s  target  Full-Time  Equivalent  (FTE)  level  of  3,845  for  the  SBA, 
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which  includes  104  for  the  Office  of  Inspector  General  (IG).  This  is  a  reduction  of 
76  FTE's  from  our  fiscal  year  1994  authorized  ceiling  of  3,920,  which  included  106 
for  the  IG. 

Second,  we  are  pro^sing  to  right-size  our  current  sj^tem  of  regional  offices  to 
shift,  an  additional  160  employees  from  our  Regional  Offices  to  our  District  Offices 
where,  once  again,  they  will  take  positions  in  support  of  our  customer  service  ef¬ 
forts.  In  total,  we  hope  to  have  over  210  additiorial  employees  working  in  our  Dis¬ 
trict  Offices  by  early  summer  if  our  regional  reoi-ganization  plan  is  approved.  This 
influx  of  resources  should  help  bolster  our  ability  to  deliver  our  expanding  assist¬ 
ance  programs  such  as  the  7(a)  loan  program.  This  program  has  mwn  ^  some  120 
percent  since  fiscal  year  1991,  when  we  approved  $4.1  billion  in  loans.  Our  current 
request  for  7(a)  funaing  will  support  $9  billion  in  fiscal  year  1995  loans. 

SPECIAL  INITIATIVES 

In  addition  to  shifting  our  employee  base  in  support  of  customer  service,  we  have 
taken  a  hard  look  inward  at  how  we  manage  and  administer  our  programs  at  the 
SBA.  Over  the  past  nine  months,  with  valuable  input  from  our  employees,  our  cus¬ 
tomers,  and  our  partners  at  the  lending  institutions,  we  have  developed  a  number 
of  exciting  new  initiatives  to  improve  the  way  we  deliver  our  progi  ams  and  services 
to  our  customers.  I  firmly  believe  that  when  these  changes  are  in  place  and  coupled 
with  our  additional  field  office  employees,  SBA  will  be  better  prepared  to  serve  the 
needs  of  all  sectors  of  the  small  business  community  in  all  parts  of  the  Country. 

Let  me  briefly  summarize  for  you  some  of  these  initiatives. 

Loan  servicing  centers 

Among  Federal  agencies,  SBA  has  been  very  successful  in  its  loan  collection  oper¬ 
ations,  because  of  the  highly  automated  and  centralized  approach  we  have  adopted. 
This  success  has  been  demonstrated  year  after  year  in  our  four  disaster  home  loan 
servicing  centers  in  New  York,  Georgia,  Texas,  and  California.  In  addition,  our  busi¬ 
ness  loan  servicing  center  in  Fresno,  California  has  also  proven  to  be  highiy  effec¬ 
tive.  To  build  on  tnis  proven  efficiency,  we  plan  to  expand  our  California  business 
loan  servicing  center  and  create  an  additional  servicing  center  in  Arkansas. 

Over  time,  these  servicing  centers  will  assume  the  routine  servicing  and  collection 
of  most  of  our  $25  billion  loan  portfolio,  a  portfolio  that  has  grown  dramatically  over 
the  past  few  years  due  to  the  large  increase  in  our  business  and  disaster  loan  pro¬ 
grams.  In  fact,  our  portfolio  was  only  about  $19  billion  at  the  end  of  fiscal  year 
1991.  This  centralization  will  improve  our  overall  operations  by  bringing  greater 
uniformity  and  lower  transaction  costs  to  more  of  our  loan  portfolio.  With  our  Fres¬ 
no  servicing  center  we  have  experienced  a  9  percent  increase  in  the  currency  rate 
of  SBA  serviced  loans.  We  would  expect  similar  results  from  this  expansion  effort. 
Also,  this  centralization  of  loan  servicing  will  increase  collections  to  the  Government 
and  thereby  contribute  to  lower  loan  subsidy  rates.  Finally,  through  the  economies 
of  scale  that  these  servicing  centers  create,  we  will  free  up  human  resources  in  our 
District  Offices.  We  anticipate  that  we  may  be  able  to  reduce  portfolio  servicing  per¬ 
sonnel  nationwide  by  about  26  percent  over  time.  Our  employees  will  then  be  able 
to  spend  more  time  on  resolving  the  difficult  liquidation  cases  and  assisting  loan  of¬ 
ficers  in  delivering  SBA's  programs  to  the  local  small  business  community. 

We  are  also  proposing  a  similar  centralization  at  the  front  end  of  our  loan  making 
operation  to  process  7(a)  loan  packages  assembled  by  our  preferred  lenders.  Again, 
we  expect  this  effort  to  result  in  significant  process  efficiencies  and  greater  levels 
of  service  to  our  customers. 

Export  assistance  centers 

We  are  developing  several  “one-stop”  shop  concepts  to  provide  small  businesses 
information  and  services  covering  a  range  of  Federal  programs  from  a  single  site. 
In  the  International  Trade  area,  we  are  jointly  sponsoring  four  Export  Assistance 
Centers  in  Baltimore,  Los  Angeles,  Miami,  and  Chicago  with  the  Department  of 
Commerce  and  the  Export-Import  Bank.  These  locations  were  chosen  to  conform  to 
the  geographic  concentration  of  international  trade  businesses  and  to  be  in  close 
proximity  to  state  and  local  export  assistance  resources.  These  centers  will  offer 
small  businesses  a  wealth  of  information  and  assistance  from  the  Federal,  State, 
and  Local  levels.  We  are  working  on  plans  to  expand  the  number  of  centers  to  four¬ 
teen  in  fiscal  year  1995,  Our  budget  request  includes  $3.2  million  to  fund  these  four¬ 
teen  centers  in  fiscal  year  1995. 

One-stop  capital  shops 

We  realize  that  Federal  economic  recovery  efforts  must  also  address  rural,  inner- 
city,  and  economically  depressed  areas.  Most  of  these  areas  have  been  under  served 
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by  Federal  small  business  assistance  pr^rams  and  services.  Therefore,  we  plan  xo 
establish  “One-Stop  Capital  Shops"  within  fhe  Empowerment  Zones  and  Enterprise 
Communities  desi^ated  by  Secretary  Cisneios  and  Secretary  Espy. 

These  centers  will  supply  a  comprehensive  mix  of  Federal  programs  and  services 
that  are  necessary  to  enable  small  businesses  to  start-up,  survive  and  grow  in  these 
capital  starved  locations.  We  will  work  closely  \n\this  effort  with  our  Service  Corps 
of  Retired  Executives  (SCORE)  and  Small  Business  Development  Centers  (SBDC) 
resource  partners.  Our  Minority  Small  Business  Program,  Small  Business  Invest¬ 
ment  Company  Program,  Certified  Development  Company  Program,  7(a)  Program, 
Microloan  Program  and  Business  Information  Centers  (BiC)  will  all  support  this  ini¬ 
tiative  to  provide  business  development,  lending,  counseling,  training  and  technical 
assistance  at  these  locations.  We  hope  to  establish  nine  centers  by  next  year  and 
our  fiscal  year  1995  budget  request  includes  $18.6  million  to  fund  ^e  program  costs 
of  these  centers.  Of  this  $18.6  million,  $15.1  million  will  be  used  to  fund  $375  mil¬ 
lion  in  financial  assistance  through  our  7(a),  Certifiv^d  Development  Companies 
(CDC),  Small  Business  Investment  Companies  (SBIC),  and  Microloan  programs. 

Simplified  loan  application  forms 

Another  of  our  initiatives  is  the  recent  development  of  a  simplified  loan  applica¬ 
tion  pack^e  for  small  businesses  which  need  financing  in  an  amount  less  than 
$100,000.  These  loan  applications  are  only  one  page  long,  and  focus  more  on  the  ap¬ 
plicant’s  character  and  histoiy  than  on  traditional  credit  criteria  such  as  collateral. 
Lenders  will  be  required  to  liquidate  any  loan  under  $50,000.  The  reaction  of  small 
businesses  to  this  pro^am  to  date  has  been  overwhelmingly  positive.  Since  this  pro¬ 
gram  was  piloted  in  San  Antonio,  Texas  in  December,  we  have  approved  147  loans 
for  $7.3  million.  The  program  has  brought  many  small  lenders  back  to  the  small 
business  market.  The  average  loan  size  to  date  has  been  under  $50,000  and  the  av¬ 
erage  size  of  the  business  receiving  the  loan  is  four  employees.  18,3  percent  of  the 
loans  have  gone  to  women,  and  23.8  percent  to  minorities.  We  aro  currently  review¬ 
ing  the  pilot  effort  in  Texas,  and  hope  to  roll-out  this  program  to  the  rest  of  the 
nation  very  shortly. 

SBIC  participating  security 

With  respect  to  venture  capital,  we  are  finalizing  our  plans  to  introduce  the  Small 
Business  Investment  Company  Participating  Security  program.  I  have  recently 
added  to  our  management  team  an  acknowledged  expert  in  the  field  of  investment 
lending  who  will  reinvigorate  this  program  and  manage  it  with  the  integrity  and 
attention  it  demands.  This  new  participating  security  has  been  long  awaited  by  the 
SBIC  and  small  business  communities,  because  it  will  enhance  the  availability  of 
urgently  needed  venture  capital.  As  you  know,  most  new  small  businesses  do  not 
need  current  pay  capital.  Th  s  program  recognizes  that  fact  and  will  enable  SBiC’s 
to  provide  small  business  with  financing  structured  in  a  manner  that  will  allow  the 
small  businesses  to  get  the  capital  they  need  and  a  chance  to  turn  a  profit  before 
being  burdened  with  debt  repayment.  Our  fiscal  year  1995  budget  request  includes 
$500  million  in  financing  to  support  this  new  program.  We  anticipate  that  over  the 
next  three  years  between  150  and  200  SBIC’s  will  be  formed  with  $10  to  $15  million 
of  equity  capital  each  from  the  private  sector.  This  $1.5  to  $3  billion  of  private  sec¬ 
tor  capital  combined  with  the  leverage  provided  by  the  SBA  could  result  in  up  to 
$9  billion  being  infused  into  building  our  economy  and  creating  jobs. 

Renewed  financing  emphasis 

We  are  also  modernizing  our  traditional  loan  programs  to  make  them  more  effec¬ 
tive  in  meeting  the  capital  needs  of  all  small  businesses.  These  revisions  will  include 
additional  emphasis  on  those  areas  that  have  been  previously  under  served  by  the 
SBA  and  are  starved  for  capital  including  women-owned  businesses,  veteran-owned 
businesses,  and  minority-owned  businesses  as  well  as  those  areas  creating  the  most 
job  opportunities. 

Minority  small  business  program 

We  recognize  the  important  role  that  minority  businesses  play  in  the  economic  de¬ 
velopment  and  the  revitalization  of  our  economy.  In  tlie  past,  however,  the  efforts 
of  tne  Small  Business  Administration  to  assist  the  minority  business  community, 
unlike  its  efforts  to  assist  other  small  businesses,  has  focused  almost  exclusively  on 
providing  access  to  assistance  with  government  contracting.  In  an  attempt  to  rem¬ 
edy  this  and  address  the  problems  of  the  current  program,  we  are  working  together 
with  the  Congress,  the  Acfministration,  and  our  small  business  customers  to  develop 
a  Minority  Enterprise  Development  Program  that  will  utilize  all  of  the  resources  of 
the  SBA  to  enable  the  companies  that  participate  in  the  program  to  survive  in  the 
mai.nstream  economy. 
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We  will  expand  the  scope  of  the  services  we  provide  to  minority-owned  businesses, 
working  with  our  partners  and  sister  agencies.  Our  program  v^l  make  all  of  the 
programs  and  services  offered  by  the  Small  Business  Administration,  including  our 
finance  programs,  available  to  minority-owned  businesses. 

FISCAL  YEAR  1995  BUDGET  REQUEST 

I  would  like  to  now  highlight  for  you  some  of  the  important  aspects  of  our  fiscal 
year  1995  budget  request. 

Business  loans 

For  business  loans,  we  have  requested  a  subsidy  appropriation  of  $318.1  million 
to  support  $11.9  billion  in  loans.  We  are  not  requesting  funding  for  any  direct  loan 
programs.  As  you  know,  the  subsidy  rate  for  these  direct  loan  programs  is  10  to  15 
times  higher  than  that  of  our  guaranty  programs.  To  get  maximum  leverage  from 
limited  Federal  appropriations,  we  have  proposed  only  guaranty  programs  for  fiscal 
year  1995.  We  hope  that  with  the  introduction  of  the  many  changes  we  are  propos¬ 
ing  to  our  lending  pro^ams,  the  traditior.al  need  for  direct  loans  will  diminish.  In 
addition,  our  staff  believes  there  are  few  if  any  loans  the  SBA  makes  on  a  direct 
basis  that  would  not  be  made  on  a  guaranteed  basis. 

7(a)  program 

New  subsidy  appropriations  for  our  popular  7(a)  program  are  requested  at  $207.1 
million  to  fund  a  $7.6  billion  loan  program,  with  an  anticipated  carry-over  from  fis¬ 
cal  year  1994  of  about  $38.5  million  in  subsidy  budget  authority  to  support  a  loan 
program  of  $1.5  billion,  for  a  combined  fiscal  year  1995  program  of  $9  billion.  This 
program  has  grown  from  a  fiscal  year  1991  level  of  $4.1  billion,  to  $5.6  billion  in 
fiscal  year  1992,  to  $6.4  billion  in  fiscal  year  1993,  to  a  projected  $7  billion  in  fiscal 
year  1994.  This  program  carries  a  subsidy  rate  of  2.73  percent  for  fiscal  year  1995, 
compared  with  a  5.21  percent  rate  in  fiscal  year  1993,  and  a  2.15  percent  rate  in 
fiscal  year  1994.  The  increase  in  the  subsidy  rate  in  fiscal  year  1995  is  a  result  of 
technical  reestimates  and  the  inclusion  of  the  empowerment  zone  initiative. 

7(3)  GENERAL  BUSINESS 

[Dollars  in  millions] 


fiscal  year 

Subsidy  rate 
(percent) 

Subsidy  budg¬ 
et  authority 

Program  level 

Increase 

Percent 

change 

1992  actual . 

4.85 

$272.8 

334.0 

$5,624.3 

6,409.9 

1993  actual  . 

J5.21 

$785.6 

14.0 

1994  estimate  . 

2.15 

^150.5 

27.0000 

590.1 

9.2 

1995  request  . 

32,73 

<  245.6 

58,995.0 

1,995.0 

28.5 

1  Weighted  average,  includes  subsidy  rate  of  5.47  percent  for  11  months  and  2  75  percent  foi  one  month. 

^Projected  usage  estimated  at  December  1,  1993. 

3  Includes  .49  percent  for  reestimation  of  secondary  market  fees  and  .09  percent  for  impact  of  empowerment  zone  ac¬ 
tivity  and  economic  assumptions 

Mncludes  estimated  carryover  of  subsidy  budget  authority  of  $38  5  million  and  $7  3  million  for  empowermenr  lending. 
^Includes  estimated  carryover  in  program  level  of  $1  45  billion  and  empowerment  zone  estimate  of  $268  m’llion. 


Development  company  program 

Appropriations  for  the  Development  Company  programs  (502  and  504)  are  re¬ 
quested  at  $12.4  million.  This  includes  $11.6  miilion  in  subsidy  budget  authority  to 
fund  a  $2. 1  billion  504  program  and  $0.8  million  in  subsidy  budget  authority  to  fund 
a  $60  million  502  program.  This  is  another  program  where  demand  has  dramati¬ 
cally  increased  over  the  past  few  years.  Approvals  in  fiscal  year  1991  were  $475  mil¬ 
lion,  $655  million  in  fiscal  year  1^2,  and  $852  million  in  fiscal  year  1993.  Our  fiscal 
vear  1994  appropriated  level  is  $1  billion,  and  at  the  current  rate  of  approvals  that 
level  may  not  be  sufficient  this  year.  This  program  is  becoming  increasingly  popular 
and  important  for  cities  and  towns  working  on  economic  recovery,  because  it  pro¬ 
vides  long-term  loans  specifically  to  assist  in  economic  development  and  reconstruc¬ 
tion.  This  program  carries  a  subsidy  rate  of  only  0.56  percent  for  fiscal  year  1995, 
compared  with  a  0.54  percent  rate  in  fiscal  year  1993,  and  a  0.51  percent  rate  in 
fiscal  year  1994.  The  increase  in  fiscal  year  1995  is  a  result  of  technical  reestimates 
and  the  inclusion  of  the  empowerment  zone  initiative. 
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DEVELOPMENT  COMPANY 

{Dollars  in  mtlliOAs] 


Fiscal  yor  Se' 


1992  actual  .  0.76  $5.0  $655.3  . 

1993  actual  .  0.76  6.5  852.1  $196.8  30.0 

1994  estimate  .  0.54  5.7  1,040.0  187.9  22.0 

1995  request  .  0.58  '12.4  22,128.9  1,088.9  104.7 


<  Includes  empowerment  2one  estimate  of  $0.4  million  in  subsidy  budget  authority. 

2  Includes  empowerment  zone  estimate  of  $72  million  m  program  level. 

SBIC  program 

The  Small  Business  Investment  Company  (SBIC)  Program  is  an  important  source 
of  equity  and  subordinated  debt  financing  for  small  businesses.  Government  funds 
supplement  private  capital  in  independent  venture  capital  investment  companies. 
During  the  past  year,  this  program  nas  been  strengthened  hy  the  addition  of  experi¬ 
enced  management  and  the  development  of  a  new  participating  security,  which  will 
allow  SBIC’s  to  secure  "patient”  capital  to  match  their  long  term  venture  invest¬ 
ments.  Title  IV  of  Public  Law  102-366,  Small  Business  Credit  and  Business  Oppor¬ 
tunity  Enhancement  Act  of  1992,  when  implemented  will  significantly  increase  the 
flow  of  private  capital  into  the  program. 

For  fiscal  year  1995,  we  are  requesting  $730  million  in  program  level  for  the  SBIC 
Program,  including  $600  million  for  the  participating  security  at  a  subsidy  rate  of 
8.99  percent,  and  $230  million  for  debentures,  at  a  subsidy  rate  of  15.99  percent  for 
regular  SBIGs  and  29.69  percent  for  specialized  SBIC's.  Of  this  total,  $  165  million 
wul  be  available  to  reguJar  SBIC’s,  up  from  $100  million  in  fiscal  year  1994,  and 
$65  million  to  the  specialized  SBIC’s,  up  from  $17.9  million  in  fiscal  year  1994, 
which  invest  only  in  businesses  owned  by  persons  who  are  socially  or  economically 
disadvantaged. 


SBIC  PROGRAM 

{Dollars  in  millions] 


Fiscal  year 

Regular  SBiC 

Specialized  SBIC 

Subsidy  rate 
(percent) 

Subsidy 

budget 

authority 

Program 

level 

Subsidy  rate 
(percent) 

Subsidy 

budget 

authority 

Program 

level 

1992  actual  . 

14.29 

$8.6 

$60.1 

27.30 

$3.4 

$12.3 

1993  actual . 

15.40 

9.8 

.  63.4 

28.88 

3.2 

11.0 

1994  estimate  . 

'11.36 

35.0 

2  307.8 

29.92 

53 

17.9 

1995  request  . 

3 10.73 

V1.4 

5  665.2 

29.59 

6 19.2 

'65.0 

>  Subsidy  rate  is  a  blended  rate  of  9  percent  for  participating  securities  and  16.25  percent  for  subordinated  deben¬ 
tures. 

2 Includes  $207.8  million  in  program  level  for  participating  securities 

3  Subsidy  rate  is  a  blended  rate  of  8.99  percent  for  participating  securities  and  15.99  percent  for  subordinated  deben¬ 
tures. 

*  Includes  $2.4  million  in  subsidy  budget  authority  for  empowerment  zone 

includes  $15  million  in  program  level  for  empowerment  zone,  $1502  million  of  debentures  and  $500  million  of  par¬ 
ticipating  securities. 

« Includes  $4.4  million  in  subsidy  budget  authority  for  empowerment  zone. 

'  Includes  $15  million  in  program  level  for  empowerment  zone. 


Microloan  program 

We  are  requesting  that  the  Microloan  program  be  converted  to  a  100  percent 
guaranty  pro^am  in  fiscal  year  1995,  and  funded  at  $7.9  million  to  provide  a  $65 
million  loan  program.  Approvals  in  this  program  were  $13  million  in  fiscal  year 
1992,  and  $22  million  in  fiscal  year  1993.  Our  fiscal  year  1994  program  level,  in¬ 
cluding  amounts  carried-forward  fi*om  fiscal  year  1993  is  $87  million.  The  subsidy 
rate  for  this  program  is  12.16  percent  for  fiscal  year  1996. 


MICROLOANS 

[Dollars  in  millions] 


F;sg.iI  year 

Subsidy  rale 
(percent) 

Subsidy  budg¬ 
et  authority 

Program  level 

Increase 

Percent 

change 

1992  actual . 

17  33 

$2.2 

3.6 

$12.7 

22.4 

1993  actual  . 

15.95 

$9.7 

76.4 

1994  estimate  . 

10.15 

12.8 

127.5 

5.1 

22.8 

1995  request  2 . 

12.16 

3  7.9 

^65.0 

37.5 

136.4 

>  Estimate  of  actual  fiscal  year  1994  usage  as  of  January  1994. 

2  Request  to  convert  from  a  direct  program  to  a  guarantiee  program. 

5  In  addition.  $5.4  million  would  be  available  as  carry  forward  subsidy  B/A  if  Congress  allows  us  to  transfer  -rom  the 
existing  direct  program  to  the  newlv  created  guarantee  program. 

Mr)  addition,  $U.2  million  would  be  available  as  carry  forward  program  level  if  Congress  allows  us  to  transfer  from 
the  existing  direct  program  to  the  newly  created  guarantee  program. 


Disaster  operations  (salaries  and  expenses  and  loans) 

I  would  like  to  take  a  few  minutes  to  provide  you  an  update  on  our  response  ef¬ 
forts  to  the  Northridge,  California  Earthquake.  As  you  are  aware,  the  SBA  is  again 
a  m^or  player  in  the  Federal  response  effort  to  the  recent  disaster  activity  in 
Northridge,  California.  The  President  has  taken  a  particularly  personal  interest  in 
assuring  that  this  response  effort  is  the  best  that  it  can  be,  and  I  have  assured  him 
that  I  will  do  whatever  it  takes  at  the  SBA  to  do  our  part.  Therefore,  I  have  traveled 
several  times  to  California  to  review  our  operations  there  and  to  coordinate  our  ef¬ 
forts  with  the  other  Agencies  and  response  teams.  We  are  watching  the  volume  of 
activiW  from  this  disaster  grow  daily.  It  truly  appears  to  be  the  biggest  disaster  that 
the  SBA  has  had  to  respond  in  a  long  time,  and  maybe  the  largest  ever  in  our 
40  year  histo»7. 

Four  weeks  after  the  California  disaster  we  have  conducted  297,000  interviews 
and  received  43,000  applications.  This  compares  to  116,000  interviews  conducted 
and  41,000  applications  received  18  months  after  the  Hurricane  Andrew  disaster. 
Also,  we  have  already  approved  2,765  loans  for  $86  million.  We  have  a  disaster  re¬ 
sponse  team  of  about  1,950  employees  now  primarily  working  out  of  Los  Angeles 
and  our  Disaster  Area  4  Oftice  in  Sacramento  to  provide  the  assistance  that  is  need¬ 
ed. 


DISASTER  COMPARATIVE  STATISTICS— NORTHRIDGE  EARTHQUAKE,  MIDWEST  FLOOD.  HURRICANE 

ANDREW  (FL) 

[Six  weeks  after  the  declaration] 


Northridge 

earthquake 

Midwest  floods 

Hurricane 

Andrew 

Interviews . 

.  335,130.0 

64,108.0 

65,655.0 

Summary  declaration . 

. : .  8.902,0 

1,442.0 

2,980.0 

Applications  issued . 

.  325,773.0 

61.516.0 

62,563.0 

Applications  received . 

.  69,257.0 

8,131.0 

13,043.0 

Applications  processed  . 

.  11,065.0 

6.302.0 

7,822.0 

Applications  withdrawn  . 

.  186.0 

157.0 

123.0 

Loans  approved . 

.  6,017.0 

4,037.0 

4,340.0 

Loan  amounts  approved  . 

.  185,318.6 

96,053.1 

129,274.9 

Loans  declaration  . . 

.  4,862.0 

2,045.0 

3,359.0 

Applications  in  process  . 

.  49,735.0 

1,427.0 

4,386.0 

I  would  also  like  to  take  this  opportunity  to  thank  you  personally  for  your  quick 
response  in  addressing  our  funding  needs  through  the  release  of  our  contingency 
funds  and  the  provision  of  supplemental  appropriations.  These  additional  funds 
were  critical  to  our  ability  to  respond  as  timely  and  in  such  force  as  we  have,  yet 
enable  us  to  take  care  of  the  many  much  smaller  disasters  that  still  require  our  at¬ 
tention  and  support.  .  . 

With  the  release  of  the  contingency  funds  and  the  supplemental  appropriation 
that  was  provided,  we  now  have  available  $105  million  to  support  the  admimstra- 
tive  costs  of  the  California  disaster  and  $1.5  billion  in  loans.  This  is  in  addition  to 
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the  $97.7  million  for  administrative  costs  and  $817  million  for  loans  that  we  have 
available  for  other  disaster  support  activities.  Also,  there  remains  $76  million  in 
loan  contingency  budget  authority  representing  another  $326  million  in  prograza 
level  that  can  be  released,  if  needed. 

DISASTER  ASSISTANCE 

[Ofilfars  in  millions} 


Fiscal  year 

Subsidy 

rate 

(percent) 

Subsidy 

budget 

authority 

Pro  gram 
level 

Increase 

Percent 

change 

Salaries 

and 

expense 

1992  actual . 

33.93 

$265.3 

291.S 

$781.7 

1,418.6 

$59.4 

109.7 

1993  actual . 

2058 

$636.9 

81.5 

1994  estimate . 

22,99 

1607.7 

2  2,642.8 

1,224.2 

86.3 

162.7 

1995  request . 

M2.67 

3  52.2 

411.6 

(2,231.2) 

(84.4) 

*20.5 

>  includes  carryover  of  $132.8  million,  released  contingency  of  $145  million,  $75  million  contingency  not  activated  and 
$254  75  million  supplemental. 

2  Includes  carryover  of  $577.8  million,  released  contingency  of  $$30.7  million,  $326.2  million  contingency  not  activated 
and  $1,108  billion  supplemental. 

3  Includes  proposal  to  increase  interest  rate. 

*  In  addition,  it  is  estimated  that  $40  million  will  be  carried  forward  from  fiscal  year  1994  with  $20  million  needed  to 
support  the  L.A.  quake. 

Now,  I’d  like  to  outline  for  you  our  fiscal  year  1995  request  for  the  disaster  pro¬ 
gram.  We  have  requested  $20.6  million  for  the  administrative  costs  of  this  operation 
in  fiscal  year  1995.  This  estimate  assumes  that  we  will  have  suIBcient  carry-forward 
funds  from  fiscal  year  1994  under  our  existing  contingencies.  We  expended  $110 
million  in  disaster  salaries  and  expenses  in  fiscal  year  1993  and  are  anticipating 
expending  about  $163  million  in  fiscal  year  1994,  barring  any  additional  mtyor  dis¬ 
aster  activity. 

We  have  mso  requested  a  subsidy  appropriation  of  $52.2  million  for  the  disaster 
loan  program  that  will  provide  for  a  fiscal  year  1995  disaster  loan  level  of  $412  mil¬ 
lion.  This  program  carries  a  subsidy  rate  of  12.67  percent  for  fiscal  year  1995,  com¬ 
pared  to  the  fiscal  year  1994  subsidy  rate  of  22.99  percent.  The  increase  in  the  sub¬ 
sidy  rate  is  a  result  of  technical  reestimates,  and  our  legislative  proposal  to  increase 
the  interest  rate  to  the  Treasury  market  rate  plus  one  percent  (estimated  to  be  6.93 

fiercent).  Approvals  in  this  program  were  $381  million  m  fiscal  year  1991,  $782  mil- 
ion  in  fiscal  year  1992,  and  $1.4  billion  in  fiscal  year  1993.  We  estimate  that  with 
the  California  Earthquake,  our  fiscal  year  1994  approvals  could  reach  $1.8  billion. 
We  also  anticipate  that  an  additional  $300  million  in  approvals  from  the  California 
Earthquake  will  occur  in  fiscal  year  1995. 

To  support  the  ten-year  average  loan  program  level  of  $412  million  and  to  main¬ 
tain  our  disaster  loan  servicing  operations,  we  will  require  approximately  $60  mil¬ 
lion  in  salaries  and  expenses  funding  for  fiscal  year  1995.  Of  the  $202.7  million  cur¬ 
rently  available  for  salaries  and  expenses  in  fiscal  year  1994,  we  project  that  we 
may  carry  forward  as  much  as  $40  million  into  fiscal  year  1995. 

Surety  bond  program 

We  have  requested  an  appropriation  of  $5.4  million  for  the  Surety  Bond  program. 
This  request  will  support  a  program  level  of  $1.8  billion  in  new  bond  approvals.  As 
you  know,  the  Surety  Bond  Program  remains  one  of  our  most  popular  programs  and 
has  a  historically  low  loss  rate  of  about  2  percent,  thereby  enabling  a  significant 
leveraging  of  Federal  funds.  Approvals  in  this  program  were  $1,1  billion  in  fiscal 
year  1991,  $1  billion  in  fiscal  year  1992,  and  $1  billion  in  fiscal  year  1993.  Our  fiscal 
year  1994  appropriated  level  is  $1.8  billion.  This  program  does  not  come  under  Fed¬ 
eral  Credit  Keform,  and  therefore,  has  no  subsidy  rate  attached  to  it. 

In  addition,  we  have  significantly  reduced  the  funding  required  for  our  Office  of 
Surety  Guarantees  because  we  anticipate  this  program  will  be  ^crated  far  dif¬ 
ferently  in  fiscal  year  1995.  We  anticipate  converting  100  percent  of  the  Surety  pro¬ 
gram  to  our  preferred  program  which  now  makes  up  22  percent  of  our  surety  busi¬ 
ness.  Such  a  conversion  will  still  allow  us  to  extend  $1.8  billion  of  surety  bond  guar¬ 
antees  to  the  small  business  community  while  reducing  our  cost  by  $2.2  million  and 
our  surety  personnel  by  49  FTE's.  This  restructuring  of  the  surety  program  will 
mean  that  we  will  no  longer  underwrite  bond  approvals  or  process  claims  and  recov¬ 
eries.  This  action  will  greatly  reduce  the  administrative  costs  to  the  SBA,  result  in 
faster  approvals  for  the  contractors,  and  faster  claim  payments  to  the  sureties. 
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Minority  business  development 

We  are  taking  an  aggressive  “ground-up”  approach  in  assessing  the  objectives  of 
our  Minority  Small  Business  program.  In  the  coming  weeks  we  will  be  proposing 
a  legislative  package  to  you  tnat  outlines  our  proposals  for  this  program.  We  are 
very  excited  about  these  proposed  chaises  and  we  see  them  as  a  workable  solution 
to  a  program  area  that  has  not  been  effective  in  meeting  the  needs  of  our  minority 
and  disadvantaged  small  business  customers. 

Our  request  is  $23,32  million  for  the  Office  of  Minority  Small  Business,  and,  in 
addition,  we  are  requesting  $500,000  to  complete  the  long  delayed  automation  ini¬ 
tiatives  for  the  Minority  Small  Business  program. 

Procurement  assistance 

The  budget  request  for  the  Office  of  Procurement  Assistance  is  $16.4  million.  This 
office  ensures  that  sm€dl  businesses  receive  a  fair  share  of  government  procurement 
opportunities.  This  is  done  through  the  on-site  location  of  procurement  center  rep¬ 
resentatives  at  major  government  installations  and  through  the  continuous  monitor¬ 
ing  of  government  contracting  and  subcontracting  activities,  and  thro^h  the  nego¬ 
tiation  of  procurement  goals  with  other  agencies.  Addition^ly,  the  office  manages 
the  Procurement  Automated  Source  System  (PASS),  which  contains  data  on  the  ca¬ 
pabilities  of  222,000  small  firms  interested  in  doing  business  with  the  government. 
This  data  is  used  by  hundreds  of  Federal  procurement  officials  and  large  prime  con¬ 
tractors  to  find  qualified  small  businesses.  The  office  also  issues  Certificates  of  Com¬ 
petency  (CO(j),  which  document  a  firm’s  ability  to  successfully  perform  on  govern¬ 
ment  contracts. 

Business  development  programs 

The  SBDC  program  is  requested  at  $67  million.  This  program  is  designed  to  assist 
small  businesses  by  linking  federal,  state,  and  local  governments  and  the  private 
sector  to  provide  management  and  technical  assistance  to  the  small  business  com¬ 
munity.  SBDC  program  currently  has  a  network  of  56  lead  SBDC’s  located  in 
49  states  and  approximately  868  subcenters  and  satellite  locations. 

As  I  previously  mentioned,  we  have  requested  $3.2  million  to  support  the  four  ex¬ 
isting  Export  Assistance  Centers  and  the  ten  additional  centers  proposed  for  fiscal 
year  1995.  We  have  also  requested  $18.7  million  for  the  nine  ^‘One-Stop  Capital 
Shops”  within  the  Empowerment  Zones,  including  $15.1  million  to  support  $375  mil¬ 
lion  in  financial  assistance  programs,  $1.1  million  for  Microloan  technical  grants, 
$720,000  for  Business  Information  Centers,  and  $1.7  million  for  project  manage¬ 
ment. 

We  have  included  $3.2  million  in  additional  funding  for  staff  training,  which  has 
long  been  neglected  in  this  Agency.  With  fewer  people,  we  have  to  train  our  people 
properly  so  we  can  be  more  productive.  We  currently  have  a  portfolio  of  over  $25 
Billion  in  loans.  This  large  portfolio  of  loans  combined  with  the  level  of  customer 
service  that  is  necessary  at  the  SBA  will  require  skillfully  trained  and  competent 
staff  in  all  of  our  offices.  Included  in  this  training  request  are  $1.7  million  for  Eco¬ 
nomic  Development  programs  training,  $500,000  for  Minority  Enterprise  Develop¬ 
ment  training  and  $1  million  for  centralized  training  in  support  of  our  other  Agency 
program  areas. 

We  are  not  seeking  funding  in  the  fiscal  year  1995  budget  for  any  unauthorized 
initiatives,  nor  for  the  Small  Business  Institute  program  or  the  Tree  Wanting  pro¬ 
gram. 

Regular  salaries  and  expenses 

This  budget  request  is  consistent  wnth  the  President’s  overall  administrative  and 
spending  reductions,  and  will  provide  SBA  with  the  resources  necessaiy  to  deliver 
and  administer  our  programs  and  services  under  our  proposed  streamlined  organi¬ 
zational  structure.  The  fiscal  year  1995  Salaries  and  Expenses  funding  request  is 
for  $418.3  million  and  an  FTE  level  of  3,741,  excluding  the  Office  of  the  Inspector 
General,  whose  budget  request  is  separately  included. 

Office  of  Inspector  General 

The  budget  request  for  the  Office  of  Inspector  General  (OIG)  includes  an  increase 
of  $490,000.  The  increase  will  provide  for  a  modestly  expanded  use  of  contract  audit 
and  inspection  services  for  reviews  of  Section  7(a)  programs,  minority  small  busi¬ 
ness  programs,  financial  statement  audits,  and  other  key  SBA  activities.  The  Agen¬ 
cy  fully  supports  this  request  as  being  essential  to  fund  critically  needed  OIG  au¬ 
dits,  investigations,  and  inspections — ml  of  which  save  Federal  dollars,  deter  further 
violations  of  law,  and  help  ensure  SBA’s  positive  impact  on  the  small  business  com¬ 
munity.  A  viable  OIG  will  become  even  more  important  as  the  Agency’s  business 
loan  activity  increases  to  a  projected  $9  billion  level  in  fiscal  year  1995. 
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Since  fiscal  year  1992,  the  OIG’s  staff  level  has  decreased  by  8  percent  while  its 
audit.  insi}ection,  and  investigative  universe  has  grown  from  about  $23  billion  to 
over  $26  billion.  With  its  staff  reductions,  the  OIG  has  had  to  manage  its  .esources 
very  carefully  over  this  period  to  remain  responsive  to  the  Agenc^  needs  and  to 
fulfill  its  reporting  responsibilities  to  the  SBA  Administrator,  the  (Congress,  and  the 
general  public.  Given  its  current  workload  and  limited  resources  (requested  FTE 
level  of  104),  the  requested  $490,000  is  essential  if  the  OIG  is  to  provide  sufficient 
coverage  for  the  Section  7(a)  program. 

503  prepayment  penalty 

As  you  know,  our  503  Development  Company  debenture  borrowers  have  been  un¬ 
able  to  take  advantage  of  reductions  in  the  interest  rates  over  the  past  few  years 
due  to  the  exorbitant  prepayment  penalty  associated  with  early  redemption  of  503 
debentures.  Our  fiscal  year  1995  budget  request  includes  $30  million  in  appropria¬ 
tions  to  help  offset  these  penalties  imposed  on  the  borrowers.  The  prepayment  pro¬ 
gram  woula  allow  high  interest  503  borrowers  to  redeem  or  refinance  tneir  deben¬ 
tures  as  if  they  had  borrowed  under  our  504  program  using  the  same  prepayment 
penalty  that  is  in  the  504  loan  agreement.  The  associated  penalty,  which  would  go 
to  the  Treasury  as  an  interest  differential,  would  be  forwarded  by  the  SBA  from  this 
appropriation. 

New  fee  initiatives 

This  budget  request  includes  four  specific  fee  initiatives  proposed  to  assist  the 
Federal  appropriations  process  by  generating  $26.4  million  in  revenues  to  the  SBA. 
Absent  these  fees,  an  additional  appropriation  of  $26.4  million  would  need  to  be  pro¬ 
vided  to  fund  the  requested  program  levels  and  initiatives. 

First,  we  propose  to  establish  a  $15  per  hour  fee  for  counseling  SBDC  customers. 
We  estimate  tms  will  generate  $17  million  in  revenues  in  fiscal  year  1995.  We  be¬ 
lieve  that  this  proposed  fee  is  not  only  reasonable  in  viow  of  the  valuable  services 
that  SBDC  counselors  provide,  we  also  believe  that  it  will  cause  small  business  own¬ 
ers  to  use  this  program  more  wisely.  We  would  also  note  that  this  fee  is  well  below 
private  sector  market  rates  for  similar  sendees. 

Second,  we  propose  to  charge  a  fee  for  all  business  development  publications  dis¬ 
tributed  by  the  SBA.  These  charges  would  range  from  about  $0.50  to  $1.50,  and 
would  be  used  to  offset  the  cost  of  printing,  mailing,  and  distribution.  We  estimate 
generating  $1.15  million  in  revenues  from  this  fee  in  fiscal  year  1995.  Again,  we  be- 
Ueve  that  this  minimal  charge  is  reasonable,  and  below  prevailing  market  rates  con¬ 
sidering  the  value  of  the  product. 

Third,  we  propose  to  charge  a  fee  to  our  loan  recipients  v/ho  request  changes  to 
the  terms  and  conditions  of  their  loans.  These  changes  are  a  routine  part  of  servic¬ 
ing  loans,  and  are  widely  accepted  in  the  commercial  banking  arena.  Some  typical 
instances  in  which  we  propose  to  charge  this  fee  include:  filing  liens,  subordinations, 
change  of  guarantors,  and  substitutions  of  collateral.  A  typical  fee  for  executing  such 
changes  would  be  about  $75,  which  we  estimate  would  generate  $7.2  million  in  reve¬ 
nues  to  the  SBA  in  fiscal  year  1995.  These  fees  would  be  collected  through  our  par¬ 
ticipating  lenders,  and  remitted  to  the  SBA. 

The  final  fee  involves  charging  users  for  certain  optional  features  on  the  Agency's 
first  computer-based  electronic  bulletin  board.  This  service,  SBA  On-Line,  provides 
immediate,  around-the-clock  access  to  information  on  SBA's  services,  publications 
and  programs,  and  users  access  through  electronic  gateways  to  other  bulletin  boards 
that  contain  information  important  to  small  businesses.  The  current  1-800  number 
was  provided  to  SBA  at  no  cost  for  the  first  year  only.  Due  to  the  overwhelming 
response  to  this  service  (almost  800,000  calls  since  last  year),  the  1-800  number  in 
fiscal  year  1995  will  only  be  provided  for  initial  access  to  SBA’s  general  information. 
Users  who  wish  to  access  otner  bulletin  boards  through  the  electronic  gateways  or 
who  want  to  post  and  receive  messages,  will  be  assessed  a  user  fee.  This  fee  is  ex¬ 
pected  to  generate  $1  million  in  revenues  to  offset  the  expected  $1.5  million  cost  of 
provi^ng  this  service.  The  Agency  estimates  this  will  amount  to  approximately  $35 
annually  to  a  user,  which  is  approximately  one-fourth  of  comparable  commercial 
rates  for  similar  services. 

This  concludes  my  summary  of  our  fiscal  year  1995  budget  request  and  some  of 
the  simificant  initiatives  that  we  will  be  undertaking  at  the  SBA  over  the  next  year 
or  so.  I  would  be  happy  to  answer  any  questions  that  you  may  have  for  me. 

SUMMARY  STATEMENT 

Mr.  Bowles.  Thank  you.  I  do  think  that  we  have  accomplished 
a  lot  in  our  first  9  months  together — thank  you  very  much. 
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Ms.  Blevins.  You  are  welcome. 

Mr.  Bowles.  We  have  tried  to  build  a  team  at  the  SBA,  and  I 
do  think  the  team  is  the  way  you  get  something  accomplished.  The 
team  has  been  built  without  regard  to  race,  without  regard  to  gen¬ 
der,  and  I  should  also  say,  without  regard  to  party. 

It  is  a  team  that  really  is  dedicated  to  working  with  the  small 
business  community  to  make  it  more  efficient  and  more  effective. 
We  did  develop  a  reorganization  plan  from  the  bottom  up,  which 
is  the  way  I  think  all  good  organization  plans  are  developed.  It 
does  enable  us  to  do  exactly  what  you  instructed  us  to  do  the  last 
time  I  came  before  you,  and  that  is  shift  a  greater  percentage  of 
our  assets  to  the  field.  I  do  subscribe  to  the  management  philoso¬ 
phy  that  you  ought  to  put  your  assets  where  your  customers  are. 
Our  customers  are  the  owners  of  small  businesses,  and  we  are 
shifting  those  assets. 

By  the  end  of  1995  we  will  have  shifted  16  percent  of  our  people 
out  of  Washington  to  the  districts;  we  will  have  shifted  80  percent 
out  of  our  regions  to  our  districts.  We  will  be  delivering  better  cus¬ 
tomer  service,  and  we  will  be  downsizing  the  SBA  by  about  16.1 
percent  as  it  relates  to  people. 

We  also  held  a  series  of  town  hall  meetings  throughout  the  coun¬ 
try  where  I  got  a  chance  to  listen  to  the  concerns  and  ideas  of  small 
business  people.  I  met  with  2,500  small  business  owners,  over  400 
lenders  and  about  1,000  SBA  employees,  and  I  was  amazed  at  how 
many  of  those  SBA  employees  had  never  even  met  an  Adminis¬ 
trator.  Again,  a  lot  of  the  changes  that  we  are  making  to  our  pro¬ 
grams  are  a  direct  result  of  those  meetings. 

Let  me  talk  to  you  about  some  of  the  changes.  First,  thanks  to 
you  we  did  revise  our  7(a)  lending  program.  I  think  1994  is  the 
first  time  in  recent  memory  where  an  SBA  Administrator  has  not 
had  to  come  back  and  ask  you  for  a  supplemental  appropriation. 
I  committed  to  you  if  you  would  ^ant  us  our  savings  initiates, 
which  allowed  us  to  save  $180  million,  that  we  would  manage  our 
budget  and  meet  the  needs  of  the  small  business  community,  and 
we  have  done  that.  Instead  of  having  a  program  that  spent  $330 
million  a  year  to  put  $3.5  billion  to  $5  billion  out  in  the  market¬ 
place,  we  spent  about  $150  million  and  put  about  $8  billion  out  in 
the  marketplace.  I  think  that  is  a  better  use  of  the  taxpayers’ 
funds. 

We  have  also  taken  a  look  at  the  documentation  required  to  bor¬ 
row  money  from  the  SBA.  I  cannot  tell  you  how  many  people  I  met 
who  said,  “I  would  rather  throw  up  than  borrow  money  from  the 
SBA.  The  forms  are  a  nightmare.  The  bureaucracy  is  unbelievable.” 
They  are  right.  This  is  the  application  for  an  $18,000  loan  from  the 
SBA  in  San  Antonio,  TX,  in  1993.  This  is  the  application  today. 
You  can  change  bureaucracy  and  paperwork.  You  just  have  to  do 
it  smartly. 


WORKING  CAPITAL 

We  had  a  working  capital  program  at  the  SBA.  It  was  not  used. 
That  is  almost  ludicrous  to  imagine.  Working  capital  is  that  form 
of  capital  that  the  small  business  community  is  most  starved  for. 
It  was  clearly  evident  as  I  talked  to  the  bankers  and  to  the  small 
business  owners  that  we  had  a  program  that  nobody  used,  and  the 


60 


reason  it  was  not  is  that  it  was  a  term  loan  disguised  as  a  revolver. 
It  did  not  work.  It  v^as  created  in  the  ivory  tower  here  without 
input  from  the  private  sector. 

We  went  out  to  the  private  sector.  V/e  got  a  lot  of  input  from  var¬ 
ious  lending  organizations  all  the  way  from  the  community  devel¬ 
opment  banks  to  the  major  money  center  banks.  We  have  a  pro¬ 
gram  that  is  going  to  work,  and  we  are  going  to  introduce  it  in  late 
March,  and  we  think  we  can  really  go  along  way  toward  solving 
that  need  in  the  marketplace. 

EXPORT  REVOLVING  LINE  OF  CREDIT 

The  same  problem  exists  in  the  export  revolving  line  of  credit.  It 
was  designed  in  the  ivory  tower;  it  did  not  work.  We  have  rede¬ 
signed  it  again  with  input  from  the  private  sector.  We  think  we 
have  a  program  that  will  work. 

SMALL  BUSINESS  IN\^STMENT  CENTERS 

The  SBIC  program  is  another  program  where  there  were  a  num¬ 
ber  of  problems.  Again,  this  was  a  case  of  a  security  where  there 
was  classic  mismatch  of  sources  and  uses  of  funds.  We  would  loan 
money  to  the  venture  capitalists  who  would  in  turn  loan  it  to  the 
small  businesses.  It  did  not  work.  The  last  thing  a  start-up  small 
business  needs  is  current  paid  capital.  What  they  need  is  all  the 
capital  they  can  get  for  working  capital  to  finance  their  future 
growth  and  capital  expenditures  so  they  can  remain  competitive  in 
this  global  market  place. 

We,  again,  with  input  from  the  private  sector  firms  in  the  ven¬ 
ture  capital  community,  have  redesigned  that  program.  We  think 
we  do  have  security  that  will  work.  We  have  also  brought  in  new 
management  from  the  private  sector.  I  do  not  think  there  is  a  more 
knowledgeable  or  respected  person  on  Wall  Street  than  Bob 
Stillman,  and  Bob  is  running  our  SBIC  program,  and  I  guarantee 
you  in  the  future,  we  will  only  license  highly  experienced,  highly 
capable  venture  capitalists  who  know  how  to  manage  that  money. 

8(A)  PROGRAM 

The  8(a)  program,  another  program  that  was  just  a  mess,  is  a 
program  that  I  committed  to  the  Congress  that  we  would  fix,  and 
we  are  well  on  the  way  toward  doing  that.  We  can  talk  about  that 
if  you  would  like. 

SERVICING  CENTERS 

We  have  also  laid  the  plans  to  accomplish  much  more.  The  SBA 
has  a  real  action  plan  with  real  goals,  real  objectives,  real  time 
lines,  with  real  people  held  accountable  for  accomplishing  those, 
and  that  is  througnout  our  districts  and  our  regions  and  our 
central  office.  The  action  plan  is  built  around  a  couple  of  initia¬ 
tives:  First,  we  are  setting  up  some  loan  servicing  centers,  which 
are  very  similar  to  what  I  experienced  in  the  private  sector.  It  is 
a  much  more  efficient,  effective  way  to  operate.  We  plan  to  expand 
the  one  we  have  oat  in  Fresno  to  cover  regions  6  through  10;  to 
open  up  a  new  one,  when  I  can  afford  it,  in  Arkansas,  to  cover  re¬ 
gions  1  through  6;  and  to  have  a  loan  processing  center  in  Sac- 
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ramento.  Our  currency  rate  in  our  Fresno  Loan  Services  Center, 
just  as  an  example,  is  9  percent  better  than  the  rest  of  the  organi¬ 
zation. 


EXI’ORT  ASSISTANCE  CENTERS 

In  conjunction  with  the  Department  of  Commerce,  the  U.S.  for¬ 
eign  and  commercial  services  operation  and  the  Exim  Bank,  we 
have  opened  up  four  export  assistance  centers.  We  have  har¬ 
monized  our  program  with  those  of  the  Exim,  and  we  plan  to  open 
up  10  additional  ones  in  1995  and  have  requested  $3.2  million  in 
funding  for  that. 


ONE-STOP  CAPITAL  SHOPS 

Again  with  the  one-stop  capital  shops  in  the  empowerment  zones, 
we  are  trying  to  get  capital  into  the  nands  of  those  areas  that  are 
clearly  the  most  starved  for  capital:  Our  poor  rural  communities, 
our  inner  cities,  those  small  businesses  within  those  areas  that  are 
owned  by  women,  owned  by  minorities,  and  particular! v  those  seek¬ 
ing  capital  of  less  than  $200,000.  Again,  we  can  talk  about  it  if  you 
like,  but  it  is  a  truism  that  almost  regardless  of  the  liquidity  sys¬ 
tem  and  the  banking  system,  it  is  very  difficult  for  someone  in  that 
area  to  get  a  loan  of  less  than  $50,000. 

NEW  LOAN  PROGRAMS 

The  low  doc  program  I  talked  to  you  about  here.  We  are  also 
going  to  go  to  a  no  doc  program  or  what  SBA  calls  a  loan  express 
program  where  we  are  going  to  reduce  our  guarantee  from  the  75 
to  90  percent  area  to  only  50  percent  with  a  test  market  that  was 
started  in  banks  throughout  the  country,  and  we  are  going  to  use 
their  forms  in  their  entirety  and  we  are  going  to  process  it  elec¬ 
tronically.  We  are  going  to  try  to  join  the  20th  century  before  it 
ends. 


SALARIES  AND  EXPENSES 

Let  me  now,  if  I  could,  highlight  some  of  the  aspects  of  our  budg¬ 
et.  In  the  area  of  salaries  and  expenses  we  have  requested  $11.4 
million  less  in  1995  tl'an  we  have  in  1994.  I  would  like  to  talk  to 
you  about  the  full-time  equivalents.  We  are  authorized  at  3,814  for 
1994.  We  are  authorized  for  3,741  in  1995,  but  this  authorization 
level  is  just  meaningless  because  we  are  functioning  now  with  only 
3,689  employee-'j  with  an  authorization  level  of  3,814.  It  is  because 
I  cannot  afford  them.  Locality  pay  got  passed  along  to  us,  costing 
approximately  $5.1  million  in  1994  and  $6.8  million  in  1995.  I  have 
to  absorb  that  by  reducing  personnel. 

1  am  going  to  have  the  same  problem  in  1995  when  I  am  author¬ 
ized  for  3,741,  but  I  am  only  going  to  be  able  to  fund  approximately 
3,616.  And  if,  in  fact,  the  Congress  grants  another  pay  increase  in 
1995  to  the  employees,  currently  estimated  at  1.6  percent,  I  am 
going  to  have  to  operate  with  a  further  reduction  of  45  people. 

SMALL  BUSINESS  DEVELOPMENT  CENTERS 

For  the  SBDC  operation  I  have  requested  $67  million  versus  the 
$71.3  million  we  have  this  year,  and  I  believe  that  we  can  manage 
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it  at  that  level.  In  the  SBI  program,  while  it  is  a  program  we  feel 
very  strongly  about,  we  have  not  requested  funding  in  1995. 

We  have  requested  no  funds  for  tree  planting.  1  have  requested 
additional  funding  for  training.  For  a  long  period  of  time  the  SBA 
has  not  been  anybody’s  favorite  area  of  funding  and  since,  during 
the  Reagan  administration  they  tried  to  abolish  the  SBA  and  dur¬ 
ing  some  of  the  Bush  administration  they  ignored  it,  people  did  not 
spend  a  lot  of  time  thinking  about  spending  money  for  long-term 
purposes.  They  had  a  short-term  focus.  Therefore,  they  did  not 
spend  any  money  on  training.  If  you  have  a  long-term  focus,  you 
dam  well  better  spend  some  money  on  training,  and  we  have  some 
catching  up  to  do  in  training  our  people  so  we  can  adequately  man¬ 
age  these  funds  that  you  are  going  to  appropriate  to  us,  so  I  have 
requested  additional  money  for  training. 

SURETY  BOND  PROGRAM 

For  the  surety  bond  program  we  requested  converting  that  pro¬ 
gram  to  100  percent  of  our  preferred  program.  That  will  save  us 
about  50  percent  of  the  funds  we  are  spending  there  but  still  allow 
us  to  put  $1.8  billion  into  the  marketplace.  We  will  no  longer  un¬ 
derwrite  bond  approvals  or  process  claims  and  recoveries  in  order 
to  reduce  administrative  costs.  That  will  result  in  faster  approval 
for  contractors  and  faster  claim  payments  to  the  surety. 

NEW  FEES 

We  have  asked  for  some  new  fees.  We  asked  for  $26.4  million  in 
fees.  Absent  those  fees,  we  would  need  $26.4  additional  million  in 
appropriations.  We  have  asked  for  fees  for  the  SBDC’s  at  $15  per 
hour.  We  have  asked  for  SBA  loan  publication  fees  of  50  cents  to 
$1.50  per  publication.  We  have  asked  for  a  few  loan  modification 
fees  that  are  less  than  those  charged  in  the  private  sector;  and  we 
have  asked  for  some  fees  on  our  electronic  bulletin  board  to  access 
some  additional  gateways  that  we  make  available  to  the  small 
business  customer.  I  will  talk  about  any  of  those  that  you  would 
like  to  discuss. 


BUSINESS  LOANS 

Business  loans,  we  have  asked  for  a  $318  million  appropriation 
for  1995  to  fund  $10.5  billion  of  lending.  We  are  estimating  that 
we  will  have  carry  over  authority  of  about  $38.5  million,  which  will 
take  us  up  to  $11.9  billion.  That  compares  to  $8.4  billion  in  1994 
and  $7.4  billion  in  1993, 

I  will  just  conclude  by  saying  that  we  have  not  asked  for  any  di¬ 
rect  loan  money,  and  the  reason  we  have  not  is  the  taxpayers  just 
do  not  get  a  veiy  good  bang  for  their  buck  of  that  money.  I  can  take 
that  and  put  it  under  our  guarantee  program  and  I  can  get  10 
times  the  bang  for  the  buck.  As  an  example,  you  have  appropriated 
$13.5  million  in  1994  for  direct  lending  excluding  micro  loan.  I  can 
take  that  $13.5  million,  and  I  can  only  fund  $50  million  in  program 
level.  I  can  take  that  same  $13.5  million  under  our  guarantee  pro- 
CTam  and  I  can  approve  $496  million.  I  just  get  much  more  bang 
for  the  buck  under  a  guarantee  program  than  I  do  under  a  direct 
progi'am. 
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DISASTER  LOANS 

In  summary,  let  me  just  mention  the  disaster  prograni.  This  dis¬ 
aster  in  California  is  enormous.  It  is  just  incredible.  Just  to  put  it 
in  perspective  so  you  will  have  a  feel  for  it,  in  the  first  15  days  of 
this  disaster  we  had  243,000  interviews  for  loans.  In  the  first  15 
days  of  Hurricane  Andrew  we  had  less  than  19,000  interviews.  In 
the  first  15  days  of  the  California  disaster  we  have  received  loan 
applications  of  almost  20,000.  In  the  first  15  days  of  Andrew,  we 
only  received  599.  The  magnitude  is  incredible. 

We  do  believe  that  based  on  the  information  we  have  available 
today,  we  will  have  enough  carryover  funds  going  into  1995  that 
we  will  not  need  to  request  that  the  interest  rate  on  these  disaster 
loans  be  raised  to  the  Treasury  rate  plus  1  percent.  We  believe  that 
we  can  get  by  with  the  current  credit  subsidy  budget  authority  and 
meet  the  needs  of  the  marketplace. 

503  PREPAYMENT  PENALTY 

The  last  thing  is  the  503  prepayment  penalty.  We  did  request 
$30  million  to  help  offset  what  is  clearly  an  onerous  prepayment 
penalty  contained  in  this  503  loan  program.  I  should  stress  here 
that  we  are  not  going  to  allow  anyone  to  refinance  who  does  not 
have  the  credit  strength  to  refinance.  They  would  have  to  qualify 
through  our  504  program  to  do  that  so  it  is  not  a  bailout.  All  we 
are  doing  is  changing  the  prepayment  penalty  in  the  503  program 
to  match  that  of  the  504  program  and  the  $30  million  appropria¬ 
tion  would  be  used  to  pay  the  Treasury  the  differential  between  the 
onerous  503  prepayment  penalty  to  the  504. 

1995  REQUEST 

In  summary,  we  are  requesting  $806  million.  That  is  $18  million 
more  than  you  gave  me  last  year,  but  I  would  like  to  remind  you, 
that  is  $402  million  less  than  I  got  in  1993.  While  our  appropria¬ 
tions  are  decreasing  in  that  amount,  our  lending  programs  have 
gone  from  $7.4  billion  to  $11.9  billion.  Thank  you. 

Senator  HOLLINGS.  Very  good.  You  have  got  the  team  and  the 
scheme  developed,  but  thev  do  not  seem  to  be  deployed  for  these, 
I  call  it  a  disaster  area,  where  you  close  down  a  Navy  yard  and  a 
naval  base  both  in  the  same  community.  The  President  has  charac¬ 
terized  it  as  such,  we  lose  some  22,000  jobs  and  are  losing  them 
fast,  and  as  a  result,  the  President  has  Secretary  Perry  come;  he 
has  had  EDA  executives  come  to  Charleston;  he  has  had  the  State 
Department  and  NOAA  officials  come  down,  and  we  had  meetings 
over  at  vhe  White  House,  at  least  three.  The  President  wanted  to 
show  that  when  we  had  these  closings  that  we  could  recover  and 
recover  fast  and  everything  else.  Every  time  we  called  SBA  they 
say,  '‘Huh?”  You  are  the  only  nonparticipant  in  defense  economic 
adjustment.  That  team  is  not  deployed  to  Myrtle  Beach  where  we 
closed  down  the  air  base  there,  and  they  are  not  deployed  down  in 
the  Charleston  area,  where  we  have  got  22,000.  We  ke^  asking  for 
some  participation,  and  they  cannot  think  of  any.  I  iust  want  to 
note  that  because  this  has  been  an  ongoing  operation  there. 

SBA  is  proposing  empowerment  zones  and  you  are  running 
around  looWng  for  places  to  pick  up,  guaranteeing  $375  million  in 
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these  empowerment  zones,  but  you  have  got  22,000  direct  jobs  lost, 
and  they  do  not  seem  to  have  any  help  for  defense  conversion.  SBA 
seems  to  be  out  of  the  loop  on  defense  conversion.  We  have  got 
positive  interagency  Federal  programs;  we  have  got  all  kinds  of  ap¬ 
propriations;  we  have  got  all  of  the  agencies  from  the  White  House 
down,  but  not  SBA. 

Mr,  Bowles.  I  accept  that  criticism,  and  I  will  look  into  it,  and 
I  will  report  back  to  you. 

Senator  Rollings.  I  appreciate  it.  By  the  way,  I  should  have  rec¬ 
ognized  that  our  good  colleague  and  chairman  of  the  small  business 
authorization  committee,  Senator  Bumpers,  would  have  been  here. 
He  had  a  previous  commitment.  I  think  he  corresponded  with  you 
to  that  effect. 

503  PREPAYMENT>ENALTY 

You  do  have  the  user  fee  proposals  of  $26  million,  but  I  had  not 
gotten  through  the  $30  million  writeoff  just  to  subsidize  these  sec¬ 
tion  503  guaranteed  loans  given  out  previously.  We  had  you  pro¬ 
pose  that  at  the  end  of  last  year  with  a  last  minute  request  before 
conference.  We  did  not  approve  it  because  we  factored  it  out  at  that 
time  that  approximately  700  people  would  be  refinanced  under  sec¬ 
tion  503  loans.  If  that  is  the  case,  that  would  be  $43,000  per  person 
at  the  taxpayers'  expense.  We  would  be  paying  the  prepa3mient 
penalty  for  these  borrowers. 

Why  do  we  all  of  a  sudden  gratuitously  come  and  say  we  are 
going  to  help  out  these  700  people  here  to  the  tune  of  $43,000  per 
person,  and  then  come  in  here  and  ask  for  $30  million  at  Uncle 
Sam's  expense,  and  then  propose  user  fees  and  cuts  in  ongoing 
SBA  programs? 

Mr.  Bowles.  Mr.  Chairman,  I  think  I  have  a  good  reason.  If  I 
did  not  have  a  good  reason,  I  would  not  ask  you  for  these  funds. 
First  of  all,  the  prepayment  penalty  in  the  503  is  like  nothing  you 
have  ever  seen  in  the  private  sector.  It  is  the  most  onerous  prepay¬ 
ment  penalty  I  have  ever  witnessed.  Two,  I  do  not  believe  there  is 
a  single  person  v/ho  borrowed  funds  under  the  503  loan  proCTam 
that  took  one  look  at  that  prepayment  penalty,  and  if  they  did,  I 
do  not  think  there  is  a  single  person  who  understood  it. 

There  are  about  3,618  loans  outstanding  with  a  total  value  of 
about  $583  million.  The  total  cost  if  all  prepaid  would  be  about 
$163  million.  We  are  not  talking  about  allowing  all  of  them  to  just 
willy-nilly  prepay,  and  we  would  prepay  under  the  504  and  pay  the 
504  prepayment  penalty. 

What  we  are  sa)dng  is  that  they  must  first  qualify  for  a  504  loan 
or  they  must  come  up  front  with  their  own  funds  from  the  outside 
in  order  to  be  able  to  qualify  for  this.  But  we  believe  that  $30  mil¬ 
lion  can  handle  most  of  the  needs  for  folks  who  will  prepay.  We  be¬ 
lieve  about  20  percent  of  these  people  will  take  advantage  of  this. 

From  most  of  the  information  and  the  research  we  have  done,  we 
also  believe  that  those  people  who  do  take  advantage  of  it  will  be 
able  to  increase  their  employment  by  about  14  percent.  SBA's  re¬ 
search  indicates  that  will  create  18  million  to  20  million  dollars’ 
worth  of  new  taxable  revenue  coming  into  the  Government  over  the 
next  4  years  if  we  undertake  that  activity. 


65 


I  think  the  503  prepayment  penalty  was  unfair;  I  do  think  that 
if  the  503  prepayment  penalty  was  in  the  private  sector,  the  Con¬ 
gress  would  be  all  over  those  private  lenders  for  having  a  prepay¬ 
ment  penalty  that  was  that  onerous. 

7(A)  SUBSIDY  RATE 

Senator  HOLLINGS.  The  subsidy  rate  in  section  7(a)  loan  guaran¬ 
tees,  we  brought  that  subsidy  rate  down  from  5.21  to  2.15  percent. 

Mr.  Bowles.  Yes,  sir. 

Senator  Rollings.  Now  we  are  going  back  up  to  2,73  percent.  It 
seems  like  we  are  going  in  the  wrong  direction. 

Mr.  Bowles.  We  actually  came  down.  When  I  got  here  it  was 
5.47  percent.  We  did  get  it  down  to  2.15  percent.  Now  it  is  going 
back  to  2.73  percent.  Forty-nine  of  those  basis  points  are  because 
0MB  overestimated  the  amount  of  the  income  that  we  would  have 
cominc  in  from  the  secondary  market  in  splitting  the  fees  above  on 
the  sale  of  securities  above  110.  They  estimated  that  about  $25  mil¬ 
lion  would  come,  and  we  now  estimate  only  $12  million  coming  in. 
So  49  of  the  58  basis  points  gained  are  due  to  that  technical  adjust¬ 
ment,  and  the  other  9  points  are  due  to  the  empowerment  zones. 

Senator  Rollings.  I  understand.  Let  me  ask  about  this  and  just 
two  others.  I  want  to  yield  to  Senator  Domenici. 

Senator  Domenici.  %ank  you  very  much. 

MINORITY  business  DEVELOPMENT  AGENCY 

Senator  Rollings.  The  Minority  Business  Development  Agency, 
are  you  coordinating  with  that  agency,  because  you  say  you  want 
to  discuss  assistance  to  minority  businesses.  In  the  empowerment 
zone  proposal  you  have,  you  would  have  SBA  setting  up  new  offices 
in  primarily  minority  areas. 

We  are  just  wondering.  We  either  give  it  to  you  and  let  you  run 
with  it  or  give  it  to  Commerce  and  MBDA  and  let  them  run  with 
it.  Again,  are  we  starting  more  duplication  between  F'ederal  pro¬ 
grams? 

Mr.  Bowles.  No,  sir;  MBDA  and  EDA  would  be  in  these  offices 
in  the  empowerment  zones.  The  one-stop  capital  shops  really  make 
a  lot  of  good  common  sense,  Mr.  Chairman.  Basically,  all  they  do 
is  bring  together  the  SBA's  lending  programs  and  the  SBA’s  advi¬ 
sory  programs  and  put  them  there  together.  I  have  direct  experi¬ 
ence  in  this.  One  of  the  things  I  helped  get  started  was  the  North 
Carolina  Self-Relp  Credit  Union  where  initially  we  just  gave  ad¬ 
vice,  and  advice  will  only  carry  you  so  far.  We  then  got  a  grant 
from  the  Z.  Smith  Reynolds  Foundation,  and  we  did  something 
equally  stupid:  We  gave  just  money.  It  was  not  until  we  marriea 
the  advice  and  the  money  that  it  really  began  to  make  some  sense. 

This,  in  fact,  is  what  we  are  doing  in  the  empowerment  zones. 
We  will  require  the  people  who  borrow  money  from  the  SBA  to 
have  there  beside  them  the  use  of  our  SBDC  operations,  our  score 
operation  and  our  business  information  center  so  they  will  have 
someone  there  who  will  be  ^ving  them  advice  during  the  year.  We 
think  this  will  reduce  our  risk  and  greatly  increase  the  probability 
of  our  getting  our  money  back  and  that  the  business  will  survive, 
and  that  is  what  we  are  trying  to  do. 

Senator  Rollings.  Senator  Domenici? 


66 


DISASTER  LOAN  PORTFOLIO 

Senator  Domenicl  Very  good.  Thank  you,  Mr.  Chairman. 

Let  me  address  the  part  of  your  responsibility  for  disaster  loans 
and  generally  speak  to  the  large  portfolio  that  you  have  of  direct 
loans  and  guaranteed  loans. 

Mr.  Bowles.  Yes,  sir. 

Senator  Domenicl  You  know,  every  now  and  then  a  shocking 
story  is  presented  in  a  newspaper  article  about  some  agency  of  the 
Government  that  has  lending  authority.  To  everyone's  dismay  they 
are  5  years  behind  on  collecting  on  defaults.  There  are  mortgages 
out  there  that  cannot  be  collected,  or  as  we  found  the  other  day  at 
the  Department  of  Agriculture,  we  are  not  supposed  to  even  collect 
on;  we  are  supposed  to  be  gladly  helping  support  the  American 
family  farm. 

I  want  to  ask  you  generally:  Can  you  state  to  this  committee  that 
you  or  somebody  under  your  direction  has  taken  a  look  at  the  past 
history  in  terms  of  loans  and  that  you  are  satisfied  that  you  are 
in  reasonably  good  shape  and  that  you  could  give  us  an  assessment 
of  the  status  of  those  large  portfolios  in  terms  of  what  we  might 
expect  by  way  of  losses  that  we  might  not  understand  and  have  on 
the  books  here  today? 

Mr.  Bowles.  I  can  tell  you  that  we  have  taken  a  look,  I  can  tell 
you  that  we  have  had  outside  parties,  William  Adler  and  Arthur 
Andersen,  take  a  look  since  I  arrived.  I  can  tell  you  that  the  infor¬ 
mation  that  we  received  was  inadequate. 

Senator  Domenicl  From  them? 

Mr.  Bowles.  Yes;  I  can  tell  you  that  we  cannot  sit  here  and  tell 
you  that  there  are  not  surprises  in  that  loan  portfolio  that  we  have 
inherited. 

Senator  DOMENICI.  What  do  we  do  about  it,  about  the  fact  that 
they  are  there? 

Mr.  Bowles,  We  have  to  now  continue  with  the  study  that  we 
have  underway  to  make  sure  that  we  understand  where  the  prob¬ 
lems  are.  I  do  not  believe  in  my  gut  there  are  any  big  surprises  in 
there,  and  that  is  what  the  Arthur  Andersen  report  that  I  just  re¬ 
ceived  a  draft  copy  of  says.  But,  again,  I  do  not  want  to  sit  here 
and  tell  you  that  I  am  100  percent  comfortable  today  that  we  have 
done  all  the  homework  on  that  portfolio  to  identify  all  the  prob¬ 
lems. 

Senator  Domenicl  Mr.  Chairman,  I  think  that  we  spend  a  lot  of 
time  and  attention  on  the  agencies  that  we  fund,  and  I  believe  at 
some  point  we  might  want  to  consider  helping  him  by  writing  into 
the  appropriation  bill  what  kind  of  reviews  he  ought  to  have  done 
in  a  year  and  if  there  is  a  little  resources  that  has  to  be  switched 
around  so  he  knows  he  has  the  money  to  do  it. 

Mr.  Bowles.  I  would  welcome  that. 

Senator  Domenicl  I  really  believe  that  the  worst  thing  that  can 
happen  to  an  agency  like  this  where  you  have  some  really  good 
goals,  you  are  really  trying  to  have  more  of  an  impact  in  the  small 
business  area,  would  be  to  find  that  surprisingly,  w^  have  got  $1 
billion  that  we  are  going  to  lose  of  loans  that  we  did  not  know 
about. 

Senator  Hollings.  Could  I  comment  on  this? 
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Senator  Domenioi.  Sure. 

Senator  Rollings.  We  had  this  experience  on  the  San  Andreas 
fault.  Incidently,  20  years  ago  in  another  hearing  NOAA  officials 
and  the  earthquake  officials  said  we  would  have  a  serious  earth¬ 
quake  in  the  California  area  within  a  20-  to  25-year  period.  I 
asked,  like  the  weather,  ‘'Are  you  talking  about  a  10-percent 
chance  or  a  50-percent  chance?”  The  answer  was,  “100  percent.” 
Yes;  they  predicted  it. 

But  let’s  not  predict  what  happened  then,  because  Senator  Tun- 
ney  was  here  at  that  particular  time.  We  went  out  to  Los  Angeles 
and  we  had  hearings.  They  had  a  veterans  hospital  fall  through  the 
San  Andreas  fault,  and  that  is  a  disaster,  and  we  helped  the  best 
we  could.  But  the  word  got  out  that  all  you  needed  was  one  of  those 
FEMA  grants  of  $3,500  or  a  little  bit  more,  and  they  never  were 
going  to  come  back  and  do  any  collecting.  The  district  attorney  just 
wrote  them  all  off.  It  really  spawned  swimming  pool  companies, 
and  they  would  go  door  to  door,  knock  on  the  door  and  say,  “All 
you  have  got  to  do  is  sign  this  paper  and  we  will  give  you  a  swim¬ 
ming  pool.  You  do  not  have  to  worry  about  paying,”  and  that  actu¬ 
ally  occurred. 

So  when  you  get  these  millions  and  millions  and  billions  of  re¬ 
quests,  set  up  some  kind  of  audit  system  so  we  do  not  just  fall  into 
another  scandal,  because  the  wor  ^  is  out,  “Do  not  worry  about  hav¬ 
ing  to  pay  for  it.”  I  would  go  get  in  the  line  ou^  there,  too,  and  ask 
for  it. 


DISASTER  PROGRAM  AUDITS 

Mr.  Bowles.  Mr.  Chairman,  we  are  monitoring  them  more  close¬ 
ly;  we  are  auditing  them  more  closely;  we  are  supervising  them 
more  closely.  But  we  have  inherited  a  pretty  significant  portfolio, 
and  I  do  not  want  to  speak  to  the  poilfolio  we  have  inherited  with¬ 
out  having  had  the  kind  of  research  I  think  you  expect  me  to  do. 
Now,  we  have  had  that  study  underway,  but  the  initial  draft  I  re¬ 
ceived  was,  I  felt,  inadequate. 

Senator  Holdings.  Excuse  me. 

Senator  Domenici.  OK.  Let  me  just  move  off  that  by  making  one 
additional  comment  with  reference  to  auditing  and  trying  to  help 
us  by  not  putting  an  agency  like  this  where  it  surprises  the  people 
of  this  country. 

I  remain  very  concerned  that  we  have  not  looked  at  the  disaster 
relief  laws  of  this  country  in  any  comprehensive  way  in  about  15 
years.  We  keep  building  on  it;  we  had  the  Tunney  $3,500  gift.  I  re¬ 
call  that.  Many  people  said  it  was  crazy,  but  how  could  you  resist 
it? 

Senator  HOLDINGS.  Yes. 

Senator  Domenici.  I  wonder  if  you  could,  for  the  record,  consist¬ 
ent  with  your  being  the  Administrator  of  this  program  tell  us  what 
you  think  could  be  done  better  substantively  with  disaster  relief  ef¬ 
forts  that  we  have  given  to  you. 

Mr.  Bowles,  The  whole  disaster  program  is  a  very  difficult  one 
to  manage.  Let  me  give  you  a  feel:  I  have  about  2,300  people  on 
the  ground  in  California  today. 

Senator  Holdings.  Yes. 
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Mr.  Bowles.  Let  me  just  give  you  this,  and  this  will  give  you  a 
feel  for  the  magnitude  of  what  you  cannot  gear  up  for  on  a  regular 
basis:  We  have  2,300  people  on  the  grouna;  we  have  had  335,000 
people  in  the  first  6  weeks  after  this  disaster  interview  for  loans. 
Just  compare  that  to  the  Midwest  floods  or  Hurricane  Andrew  and 
look  at  the  applications  issued  and  the  applications  actually  re¬ 
ceived. 

Almost  70,000  applications  have  come  in,  and  that  is  in  a  6-week 
period.  We  are  supposed  to  process  those  within  20  days  and  make 
a  good  loan  decision  as  to  whether  or  not  to  put  the  money  out. 
That  is  why  the  credit  subsidy  rate  is  so  high  in  this  pro^am.  The 
23  percent  credit  subsidy  rate  compares  to  our  7(a)  credit  subsidy 
rate,  like  the  chairman  said,  of  only  2.73  percent,  so  you  know  we 
are  taking  a  lot  more  risk  in  disaster  loans. 

Senator  DOMENici.  Sure.  We  know  that,  too. 

Mr.  Bowles.  Again,  having  enough  experienced,  trained  people 
on  the  ground  is  very,  very  difficult.  In  addition,  I  have  to  pull  a 
number  of  people  away  from  the  SBA  to  train  these  people  so  that 
we  can  process  it  accordingly. 

Senator  Rollings.  Let  me  translate.  What  we  are  saying  is:  You 
have  got  the  capability  and  you  have  got  the  track  record  in  this 
field.  You  tell  us.  We  will  never  know  as  much  about  this  kind  of 
lending  and  administering  of  the  lending  than  you  do,  and  we  are 
just  asking  for  help  so  that  we  can  help  you  and  get  some  kind  of 
system. 

Mr.  Bowles.  Can  I  submit  the  information  to  you  once  it  is 
available? 

Senator  Domenici.  That  is  what  I  wanted. 

Senator  Rollings.  Yes. 

appropriations  committee  oversight 

Senator  Domenici.  I  think  you  could  do  it.  I  think  it  would  be 
interesting.  We  are  not  trying  to  usu^  Senator  Bumpers’  authoriz¬ 
ing  committee,  but  we  do  fund  a  lot  of  programs  that  have  not  been 
looked  at  for  many,  many  years  and  we  are  supposed  to  do  a  little 
oversight,  right? 

Senator  Rollings.  That  is  right. 

Senator  Domenici.  We  claim  that  is  why  we  have  to  do  that 
every  year.  I  do  not,  but  some  people  on  Appropriations  say  that 
is  why  we  have  to  do  it,  because  we  are  doing  oversight.  So  on  loan 
simplification  here,  I  gathered  from  what  my  staff  tells  me  that  you 
started  with  a  pilot  project  in  Texas? 

PILOT  PROJECT 

Mr.  Bowles.  Yes;  in  San  Antonio. 

Senator  Domenici.  That  yielded  that? 

Mr.  Bowles.  Yes,  sir. 

Senator  Domenici.  Are  you  going  to  put  it  in  nationwide? 

Mr.  Bowles.  Let  me  tell  you  what  we  have  done.  We  have  car¬ 
ried  it  from  San  Antonio  to  Dallas;  we  carried  it  from  there 
throughout  Texas  to  Louisiana,  Arkansas,  Oklahoma,  and  New 
Mexicr  The  results  have  been  incredibly  good.  The  average  loan  is 
about  $47,000,  so  it  is  reaching  that  market  that  SBA  has  not  been 
serving. 
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Senator  Domenici.  Right. 

Mr.  Bowles.  Also,  the  average  number  of  employees  in  the  com¬ 
pany  we  are  serving  is  four.  So  again,  it  is  that  small  business  that 
has  been  shut  off  from  capital  markets.  Again,  the  one  thing  that 
is  absolutely  true,  having  spent  my  life  in  this,  regardless  of  the 
liquidity  in  the  banking  system,  you  cannot  get  that  $50,000  loan 
from  (he  banking  community  because  it  takes  as  much  up-front 
cost  and  time  and  effort  to  make  a  $50,000  loan  as  it  does  to  make 
a  $5  million  loan. 

So  you  have  too  much  cost  up  front  and  once  you  make  the  loan 
your  maintenance  cost  is  much  higher  because  you  do  not  have  a 
chief  financial  officer  and  a  chief  accounting  officer. 

Senator  Domenici.  I  was  only  clarifying  that  in  your  opening  re¬ 
marks  you  quite  properly  citea  this  achievement,  I  understood  it 
was  ready  to  go. 

Mr.  Bo^VLES.  I  sent  my  credit  people  down  there  to  verify  that 
we  are  not  taking  undue  risks  with  this. 

Senator  Domenici.  No;  that  is  not  my  point.  My  point  is:  I 
thought  your  statements  would  indicate  you  are  ready  to  go  nation¬ 
ally. 

Mr.  Bowles.  That  is  what  I  am  getting  ready  to  say.  The  credit 
people  are  down  there  now  making  sure  we  are  not  taking  undue 
risks  with  the  taxpayers’  money.  As  soon  as  I  get  their  report  back, 
if  that  report  is  as  good  as  we  believe  it  will  be,  then  we  will  take 
it  nationally.  But  I  want  to  look  at  that  report  first. 

8(A)  PROGRAM 

Senator  Domenici.  You  mentioned  the  8(a)  program,  which  for 
many  of  us  is  very  important.  We  do  not  want  abuses,  but  it  does 
give  minorities  a  chance  to  get  into  business  without,  for  a  number 
of  years,  having  to  compete  totally;  they  get  a  preference. 

You  said  it  was  a  program  that  had  been  improved  since  you 
took  over.  Again,  I  do  not  want  it  now,  but  would  you  submit  for 
the  record  what  you  have  done  in  8(a)  that  you  think  has  improved 
it? 

Mr.  Bowles.  Yes,  sir. 

Senator  Domenici.  I  am  very  concerned  that  we  not  put  minori¬ 
ties  in  a  position  where  they  are  not  going  to  get  any  of  this  assist¬ 
ance.  Yet,  I  want  your  evaluation  of  how  well  it  is  being  run  at  this 
point.  Can  you  do  that  for  the  record? 

Mr.  Bowles.  Absolutely. 

[The  information  follows:] 


8(A)  Program 

While  we  have  not  worked  out  the  details  for  all  of  the  proposed  changes  to  the 
8(a)  program,  we  have  focused  on  the  following  major  areas:  streamlining  and  revis¬ 
ing  the  certification  and  eligibility  process  to  eliminate  the  difficulties  faced  in  pro¬ 
gram  entry;  improving  the  man^ement  and  technical  assistance  provided  to  pro¬ 
gram  participants  by  making  effiktive  use  of  our  resource  partners  such  as  the 
Small  Business  Devel^ment  Centers  and  the  Business  Development  Centers  man¬ 
aged  by  the  Minority  Business  Development  Agency  in  addition  to  the  funds  avail¬ 
able  under  our  7(j)  management  and  technical  assistance  program  which  we  are  pro¬ 
posing  to  be  used  exclusively  by  program  participants;  providing  program  parUci- 
pants  greater  access  to  capital  by  utilizing  our  existing  loan  programs;  creating 
greater  contract  opportunities  by  streamlining  the  8(a)  contracting  process  and  es¬ 
tablishing  a  government-wide  small  disadvantaged  set-aside  program  for  civilian 
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agencies  similar  to  the  DOD  set-aside  program;  development  of  a  mentor-protege 
program  that  is  mutually  beneficial  to  both  current  participants  and  program  grad¬ 
uate  and  eliminating  program  requirements  that  are  burdensome,  that  do  not  con¬ 
tribute  to  the  development  of  the  firm  and  are  not  needed  by  the  agency  to  ensure 
program  integrity. 

We  are  hoping  to  finalize  the  proposed  changes  to  the  8(a)  program  by  the  end 
of  March,  and  to  develop  a  legislative  package  in  April,  1994. 

women’s  business  ownership 

Senator  DOMENICI.  All  right.  With  reference  to  women  I  am  a  lit¬ 
tle  concerned  about  what  I  see  in  your  budget.  Frankly,  within  the 
Office  of  Women’s  Business  Ownership  Demonstration  Program 
last  year,  with  the  help  of  Senator  Hollings,  we  put  in  a  grant  pro¬ 
gram  increase  of  $1.5  million;  we  raised  it  to  $2  million.  The  pro¬ 
gram  was  authorized  through  the  Women’s  Business  Ownership 
Act  and  reauthorized  in  1991. 

This  is  a  proven,  effective  program.  In  a  recent  survey  of  1992 
graduates  of  the  California  center,  80  percent  reported  their  busi¬ 
nesses  had  expanded,  diversified;  63  percent  had  hired  two  or  more 
full-time  employees,  et  cetera. 

Why  are  you  thinking  of  terminating  this  program? 

Mr.  Bowles.  Senator,  your  question  is  a  very  good  one.  None  of 
the  decisions  I  made  to  cut  money  out  of  the  budget  were  easy  to 
make,  but  I  have  my  responsibility  to  manage  this  organization  ef¬ 
ficiently,  effectively  and  to  do  my  part  to  reduce  the  deficit  so  we 
had  to  hold  the  line. 

It  will  mean  that  we  will  have  10  fewer  women’s  demonstration 
centers.  There  are  now  38;  we  will  have  only  28.  We  are  going  to 
try  to  mainstream  the  women’s  programs  so  that  we  can  give  more 
advice  through  the  SBDC’s.  Currently,  38  percent  of  the  people 
who  are  being  advised  through  the  SBDC’s,  getting  training  and 
counseling,  are  women,  and  that  is  over  210,000  people  who  were 
trained  last  year  and  another  200,000  more  who  were  counseled.  So 
again,  a  large  portion  of  that  work,  we  think,  can  be  done  through 
the  SBDC’s. 

In  addition,  over  one-half  of  the  people  who  are  being  trained 
through  the  microloan  program  are  women.  Last,  we  are  going  for¬ 
ward  with  a  pilot  project  to  try  to  get  more  capital  access  to 
women.  Again,  that,  to  me,  is  the  biggest  problem  that  women 
business  owners  have  today,  is  having  equal  opportunity  to  capital. 
We  are  going  to  test  market  in  eight  markets  a  prequalified  pro¬ 
gram  where  we  can  try  to  improve  the  capital  access  for  women. 

Senator  Domenici.  Mr.  Chairman,  for  the  record,  the  thing  that 
has  happened  to  the  United  States  in  the  last  20  years  that  is  truly 
something  to  be  proud  of  is  the  growth  of  women-owned  businesses. 

Senator  Rollings.  Exactly, 

Senator  Domenici.  Frankly,  2  years  ago  we  got  a  study  of  it,  and 
believe  it  or  not,  women-owned  businesses  in  the  United  States  the 
year  before  last  employed  as  many  people  as  all  of  the  Fortune  500 
combined. 

Mr.  Bowles.  That  is  true.  Thirty-eight  percent  of  businesses  now 
are  women-owned  businesses. 

Senator  Rollings.  His  wife  will  be  running  one  of  the  biggest 
before  long.  [Laughter.] 
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Senator  Domenici.  I  am  going  to  submit  some  questions  urging 
that  not  only  you  continue  this  program  that  I  just  alluded  to  for 
women  but  that  we  increase  it.  I  am  going  to  make  a  pitch  to  our  T 

chairman  that  rather  than  start  some  of  the  other  programs  that 
are  being  proposed  that  we  might  increase  that  from  the  six  cen¬ 
ters  for  a  few  more  million  dollars. 

My  last  comment  on  this  subject:  One  of  the  things  I  hear  most, 
and  I  have  worked  very  hard  with  about  10  groups  in  New  Mexico, 
is  that  in  trying  to  get  women  assistance,  technical  assistance,  and 
to  package  their  loans,  they  are  almost  all  miniloans. 

Mr.  Bowles.  That  is  correct. 

Senator  Domenici.  They  are  really  not  $500,000,  they  are 
$50,000,  $75,000,  $30,000.  One  of  the  things  we  hear  is  that  the 
technical  assistance  that  is  essentially  provided  through  using  re¬ 
tired  executives~and  I  will  say  this  to  them,  most  of  them  are 
men,  and  that  is  fine.  It  does  not  mean  they  do  not  know  how  to 
help  women— but  women  say  they  do  not  understand  these  small 
businesses,  and  I  look  at  these  retired  people — ^what  is  the  name 
of  that  program? 

SCORE  PROGRAM 

Mr.  Bowles.  You  are  speaking  about  the  SCORE  Program. 

Senator  Domenici.  And  they  are  from  big  companies.  It  is  an 
AT&T  vice  president  who  wants  to  help,  and  it  is  wonderful.  But 
he  does  not  understand  this  little  lady  who  is  going  to  open  a  Mexi¬ 
can  kitchen  and  already  has  three  workers  and  wants  to  add  four 
more.  This  approach  gives  them  some  technical  assistance  they  did 
not  have.  I  personally  think  you  ought  to  be  looking  at  technical 
assistance  to  small  businesses,  in  particular,  women  small  busi¬ 
nesses,  as  they  try  to  get  capital  and  grow.  They  really  desperately 
want  to  be  helped,  and  I  have  some  questions  for  the  record  about 
that. 

Mr,  Bowles.  Thank  you  very  much. 

women’s  pre-authorization  pilot 

Senator  Domenici.  Then  we  have  the  Women’s  Pre-authorization 
Pilot  Loan  Program,  and  I  am  going  to  submit  some  questions  on 
that,  too. 

Mr.  Bowles.  We  are  very  excited  about  that.  We  think  that  can 
really  improve  the  access  to  capital  for  women. 

Senator  Domenici.  To  me,  that  is  absolutely  so.  You  have  got  to 
get  that  done  up  front;  you  have  got  to  get  them  preauthorized. 

Mr.  Bowles.  It  takes  away  a  bank’s  excuse  for  saying  no. 

Senator  Domenici.  Absolutely.  So  it  does  not  take  so  long,  and 
when  the  bank  gets  it,  they  cannot  say  anything  but  yes,  because 
it  has  all  been  worked  up  right.  I  think  that  is  worth  a  little 
money. 


empowerment  zones 

My  last  question  is  an  interesting  one,  and  perhaps  it  is  not  your 
responsibility.  Maybe  you  could  tell  me  whose  or  maybe  the  chair¬ 
man  could.  Somehow  or  another,  when  we  pass  these  empower- 
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ment  zones,  and  I  am  not  now  talking  about  the  huge  number  of — 
what  did  Jack  Kemp  call  it? 

Senator  Rollings.  Enterprise. 

Senator  DOMENICI.  I  am  not  talking  about  enterprise  zones,  I  am 
talking  about  the  empowerment  zones.  Frankly,  they  were  put  to¬ 
gether  in  the  back  room  as  part  of  reconciliation.  They  sound  won¬ 
derful,  but  somehow  or  another,  amazingly,  by  definition  Indians 
are  written  out  of  empowerment  zones;  not  that  they  only  get  one, 
they  do  not  get  any.  But  it  says  you  cannot  have  an  Indian  reserva¬ 
tion  or  Indian  country  as  part  of  an  application  or  you  are  disquali¬ 
fied. 

Frankly,  I  do  not  know  that  I  want  to  wait  for  a  reauthorization 
in  fighting  that  issue.  I  would  like  to  figure  out  how  we  can  correct 
that  in  one  of  these  bills.  I  do  not  understand  why  we  did  that.  I 
was  not  there,  as  you  know.  I  was  not  invited  to  those  conferences. 
Do  you  have  any  idea  why  that  might  be?  Why  would  they  have 
written  that? 

Mr.  Bowles.  No,  sir. 

Senator  Domenici.  Is  it  asking  you  too  much  to  try  to  find  out 
from  th  ?  executive  branch  what  they  might  think  about  at  least  let¬ 
ting  them  apply?  Could  you  try  to  do  that? 

Mr.  Bowles.  Absolutely.  It  is  appropriate,  too.  I  have  a  seat  on 
the  empowerment  zone  board,  so  I  will  be  happy  to  do  that. 

Senator  Rollings.  An  Indian  reservation  is  an  empowerment 
zone. 

Mr.  Bowles.  Right.  There  is  one  Indian  reservation  that  is  an 
empowerment  zone,  I  believe. 

Senator  Rollings.  Yes. 

Senator  Domenici,  Well,  the  combination  of  non-Indians  and  In¬ 
dians  to  make  up  one,  if  you  put  the  Indians  in  with  a  city  and 
a  county  and  say,  “Rere  is  a  real  zone  and  we  work  it  all  together,” 
the  whole  application  falls  under  the  definition, 

Mr.  Bowles,  Right. 

Senator  Domenici.  If  you  would  do  that,  I  would  greatly  appre¬ 
ciate  it. 

Mr.  Bowles.  I  will  be  happy  to. 

Senator  Domenici.  I  will  submit  three  other  questions  and  thank 
the  chairman  very  much  for  yielding  to  me.  I  greatly  appreciate  it. 

Senator  Rollings,  Thank  you  very  much.  On  the  empowerment 
zones,  just  as  a  comment,  I  have  been  in  the  game  now  at  least 
40  years  trying  to  get  industry  and  try  to  locate,  and  I  would  love 
to  have  located  in  downtown  Charleston,  SC,  in  a  little  old  area, 
what  we  call  the  little  Mexico  area,  and  we  had  this  crowd  out  of 
Minnesota  that  helped  us.  I  forget  his  name  now,  right  over  here 
in  Baltimore. 

Senator  Domenici.  Rouse? 

Senator  Rollings.  No;  but  we  took  an  old  tobacco  factory  and 
got  some  little  small  businesses  there,  but  it  is  a  feel-good  ap¬ 
proach.  I  can  tell  you  in  the  40  years  of  locating  the  industry  and 
the  new  endeavor  does  not  want  to  be  in  downtown  Columbia  or 
downtown  Greenville  or  downtown  Charleston.  They  want  to  get 
out.  I  mean,  the  cost  of  the  insurance;  the  security;  walking  the 
employees  to  the  parking  zones  so  they  are  not  assaulted  and  ev- 
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erything  else  in  these  inner  cities,  I  am  telling  you  right  now  it 
sounds  good  up  here  in  Washington,  but - 

Senator  Domenici.  Practically  speaking. 

Senator  Rollings.  Yes— practically  speaking  it  is  going  to  be 
very,  very  tough,  very  tough,  but  let  me  go  ahead  with  those  ques¬ 
tions. 

Senator  DOMENICI.  I  am  finished. 

Senator  Rollings.  We  had  one  thing,  the  debate  with  respect  to 
NAFTA  and  right  in  the  middle  of  the  debate  last  year  the  Mexi¬ 
cans  started  advertising,  'Tes;  you  can  in  Yucatan.”  You  could  save 
$15,000  per  employee.  There  is  cheaper  labor  down  there.  They  did 
not  have  all  these  requirements  and  what-have-you.  You  could  save 
$16,000.  They  kept  running  those  adds  to  the  embarrassment  of 
Salinas,  and  he  finally  got  the  Government  of  Yucatan  to  knock  off 
or  bug  out,  and  stop  the  advertisements. 

Right  in  the  middle  toward  the  end  of  it,  we  come  along  with  the 
same  kind  of  ad  from  the  Small  Business  Administration,  and  it 
says,  ‘‘Opportunity  in  Mexico.”  Rere  is  a  booklet  right  here,  pub¬ 
lished  with  AT&T,  and  you  can  read  it  in  there. 

Senator  Domenici.  Excuse  me,  Mr.  Chairman.  Could  I  just  thank 
him  personally? 

Thank  you.  I  look  forward  to  working  with  you. 

Mr.  Bowles.  Thank  you  very  much. 

JOB  LOSSES  DTJE  TO  NAFTA 

Senator  Rollings.  My  question  would  be:  What  is  the  contribu¬ 
tion?  WeVe  got  the  SBA  to  create  jobs  here  in  the  United  States. 
I  know  about  all  those  export  arguments,  but  if  we  use  that  to  a 
fare-thee-well,  then  we  get  rid  of  all  the  jobs.  You  can  get  so  much 
from  exports,  exports.  Let's  get  on  top  of  that  and  find  out  how 
much  we  are  contributing  to  these  kinds  of  things.  This  really  cuts 
the  ground  from  under  us  in  trying  to  work  with  SBA  and  trying 
to  really  build  jobs  in  America,  and  in  contrast,  we  have  got  the 
SBA  going  in  the  >:her  direction,  sending  jobs  outside  the  United 
States, 

I  have  some  other  questions,  Mr.  Administrator,  but  I  feel  just 
like  my  colleague.  Senator  Domenici,  you  have  got  the  expertise, 
and  any  other  suggestions  you  have  got  on  how  we  can  do  a  better 
audit  and  watch  these  loans  and  then  how  we  can  package  disaster 
and  these  kinds  of  things,  let  us  know  because  you  have  got  a 
greater  experience  than  any  of  us  on  this  committee,  and  we  want 
to  help  as  much  as  we  can. 

Mr.  Bowles.  Thank  you.  Senator. 

PREPARED  statement  OF  SENATOR  KERREY 

Senator  Rollings.  Senator  Kerrey  was  not  able  to  attend  the 
hearing  today,  but  requested  that  his  statement  be  included  in  the 
record. 

[The  statement  follows:] 

Statement  of  Senator  Robert  Kerrey 

Mr.  Chairman,  small  businesses  generate  most  of  the  new  iobs  in  our  country. 
This  is  certainly  true  in  my  state  of  Nebraska  and,  as  a  small  businessman  myself, 
I  recognize  the  importance  of  the  Small  Business  Administration’s  policies  to  en- 
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courage  and  sustain  our  Nation’s  small  businesses,  thereby  promoting  job  growth 
and  economic  diversity. 

Of  particular  importance  are  the  direct  loan  programs  in  Section  7(a).  The  direct 
loan  guarantee  program  is  a  dependable  source  of  financing  for  Nebraska  small 
businesses,  and  is  a  program  which  has  always  had  my  support.  I  am  pleased  to 
see  that  you’ve  maintained  funding  so  that  entrepreneurs,  struggling  to  succeed,  are 
given  adequate  opportunity  to  do  so. 

I  am  also  pleased  that  the  SBA  is  attempting  to  streamline  the  loan  application 
process  for  guaranty  loans  in  the  amount  of  $100,000  or  less  through  the  institution 
of  the  “Low  Documentation  Loan  Program.”  I  believe  this  new  pilot  program  will 
be  immensely  helpful  to  these  aspiring  businesses. 

Mr.  Chairman,  I  look  forward  to  working  closely  with  the  Small  Business  Admin¬ 
istration  to  provide  support  to  our  Nation’s  small  businesses. 

ADDITIONAL  COMMITTEE  QUESTIONS 

Senator  Rollings.  We  will  keep  the  record  open  for  further 
questions  from  the  other  colleagues. 

[The  following  questions  were  not  asked  at  the  hearing,  but  were 
submitted  to  the  administration  for  response  subsequent  to  the 
hearing:] 


Questions  Submitted  by  Senator  Ernest  F.  Rollings 

NEW  FEE  proposals 

Question.  Your  budget  includes  several  new  user  fee  proposals  totalling  $26.4  mil¬ 
lion.  We  are  going  to  hear  a  lot  of  opposition  to  these  proposals,  so  could  you  go 
through  these  fees  and  give  us  your  best  arguments?  (For  example,  with  the  Small 
Business  Development  Center  fee,  my  understanding  is  that  Commerce  Department 
Minority  Business  Development  Centers  already  charge  consulting  fees  as  do  SBA 
Micro-Loan  Technical  Assistance  groups.) 

Answer.  A  new  user  fee  to  loan  borrowers  is  proposed  by  the  SBA  to  help  recover 
the  administrative  expenses  of  certain  agency  activities  such  as  the  subordination 
of  liens,  loan  assumptions,  reamortization  of  loans,  and  substitution  of  collateral.  A 
user  fee  of  approximately  $75  per  loan  per  transaction  would  be  assessed.  This  as¬ 
sessment  is  consistent  with  standard  commercial  lending  practices,  where  borrowers 
are  routinely  charged  amounts  ranging  from  $200  to  $300,  and  is  expected  to  gen¬ 
erate  a  total  of  $7.2  million. 

Other  proposed  user  fees  include;  a  fee  for  counseling  to  Small  Business  Develop¬ 
ment  Centers  (SBDC's);  a  fet  for  SBA  publications;  and  a  fee  to  defray  a  portion 
of  the  costs  associated  with  the  Agency’s  computer-based  electronic  bulletin  board 
(SBA  On-Line).  Each  of  these  provide  a  valuable  service  to  our  customers. 

SBDC's  provide  management  and  technical  assistance  to  small  businesses  through 
counseling  and  training  workshops.  We  propose  to  establish  a  $15  per  hour  fee  for 
SBDC  customers.  The  SBDC  user  fee  will  be  based  on  the  number  of  hours  utilized 
for  counseling  purposes  and  is  expected  to  generate  $17  million  per  year.  This  will 
encourage  the  full  participation  of  the  client  as  a  result  of  his/her  own  investment 
of  time  and  money. 

The  Agency  plans  to  establish  a  nominal  charge  for  publications  distributed  by 
SBA  to  help  offset  the  costs  of  a  planned  increase  in  dissemination.  These  charges 
would  range  from  about  $0.50  to  $1.50  per  publication.  We  expect  these  increases 
to  generate  $1.2  million  in  revenues. 

The  final  fee  involves  charing  users  for  certain  optional  features  on  the  Agencv’s 
first  computer-based  electronic  bulletin  board.  This  service  (SBA  On-Line)  provides 
immediate,  around-the-clock  access  to  information  on  SBA’s  services,  publications 
and  programs,  and  provides  users  access  through  electronic  gateways  to  other  bul¬ 
letin  boards  that  contain  information  important  to  small  businesses.  The  current  1- 
800  number  was  provided  to  SBA  at  no  cost  for  the  first  year  only.  Due  to  the  over¬ 
whelming  response  to  thic  service  (approximately  800,000  calls  received  since  last 
year),  the  1-800  number  in  fiscal  year  1995  will  only  be  provided  for  initial  access 
to  SBA’s  general  information.  Users  who  wish  to  access  other  bulletin  boards 
through  the  electronic  gateways  or  who  want  to  post  and  receive  messages,  will  be 
assessed  a  user  fee.  This  fee  is  expected  to  generate  $1  million  in  revenues  to  offset 
the  expected  $1.5  million  cost  of  providing  this  service. 
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EMPOWERMENT  ZONE  COMMUNITIES  VS.  DEFENSE  IMPACTS 

Question.  Your  budget  proposes  to  create  new  ofEces  in  ‘'empowerment  zones  com¬ 
munities”  and  to  set  asiae  $15.1  million  to  guaranty  $376  million  in  loans  for  busi¬ 
nesses  in  these  communities.  We  have  never  earmarked  SBA  loan  programs  for  any 
one  Region  or  community,  but  isn't  that  what  you’re  asking  us  to  do  now? 

Answer.  The  budget  request  does  not  envision  a  specific  earmarking  of  funds,  but 
rather  a  recognition  of  a  particular  level  of  loan  activity  in  these  areas.  TTie  KUEQ 
initiative  is  designed  to  expand  business  opportunities  and  create  jobs  in  designated 
economically  distressed  inner  cities  and  rural  communities.  Under  the  one  stop  shop 
concept,  SBA  plans  to  bring  its  lending  and  business  development  programs  to 
small,  minority  and  women-owned  businesses  into  distressed  areas  and  traditionally 
underserved  markets.  However,  the  resouixes  and  programs  in  the  one-stop  shops 
will  be  available  to  any  small  business.  The  shops  are  intended  to  serve  as  regional 
and  national  distribution  centers  for  small  businesses. 

Question.  I’ve  noticed  that  on  the  contrary  your  budget  does  not  contain  any  pro¬ 
posals  to  help  defense  impacted  communities.  Why  is  tne  administration  giving  this 
attention  to  ^‘empowerment  communities”  but  no  attention  to  defense  economic  con¬ 
version? 

Answer.  The  SBA  has  been  actively  involved  in  areas  where  the  Department  of 
Defense  has  announced  that  bases  will  be  closed  or  downsized.  Through  our  network 
of  R^onal  and  District  offices.  Veterans  Affairs  Officers,  and  our  resource  partners 
SCO^  and  the  Small  Business  Development  Centers,  SBA  has  provided  counseling 
and  training  to  military  personnel  about  to  be  separated.  Workshops  on  how  to  start 
and  operate  a  business  and  information  on  SBA’s  lending  and  business  development 
programs  are  given  at  all  military  installations  scheduled  to  close.  In  addition,  SBA 
has  worked  closely  with  the  Department  of  Labor  in  the  Transition  Assistance  Pro¬ 
gram  (TAP)  and  has  developed  a  chapter  on  entrepreneurship  which  is  included  in 
the  TAP  manual.  A  comprehensive  handbook  entitled  “A  Veterans  Guide  to  Entre¬ 
preneurship”  was  developed  by  our  Office  of  Veterans  Affairs  in  response  to  ^e 
dowmsizing  of  the  military  and  is  available  at  any  of  our  district  offices  nationwide. 

SBA  has  also  developed  a  pilot  program  called  “Transition  94”  aimed  at  large 
prime  contractor  companies  that  are  laying  off  thousands  of  workers  over  a  given 
period.  This  program  includes: 

— An  on-site  general  orientation  for  all  displaced  employees  for  the  purpose  of  pre¬ 
senting  available  alternatives  to  future  employment  and  business  opportunities. 

— On-site  pre-business  workshops  and  individual  follow-up  for  all  displaced  em¬ 
ployees  who  indicate  an  interest  in  starting  their  own  business, 

— On-site  workshops  and  specialized  skills  training. 

Many  of  SBA’s  District  Directors  participate  in  the  meetings  held  by  local  plan¬ 
ning  commissions  dealing  with  base  closures  in  their  area.  All  of  SBA’s  programs 
are  available  to  individuals  being  impacted  by  the  military  downsizing  program. 

Question.  EDA  and  other  agencies  have  been  trying  to  work  with  Charleston  in 
my  home  state  to  replace  the  22,000  direct  jobs  that  will  be  lost  the  base.  Near  as 
I  can  tell,  SBA  hasn’t  done  anything  to  help  with  the  defense  conversion  effort  in 
Charleston.  Why  is  that  Mr.  Bowles?  Are  you  aware  of  anything  your  agency  has 
done  to  help  in  the  reuse  of  Charleston  Navy  Yard? 

Answer.  The  SBA  District  Director  in  Columbia,  SC,  Elliott  Cooper,  has  been  at¬ 
tending  meetings  of  the  BEST  Planning  Commission  on  the  reuse  of  the  Navy  Yard 
and  providing  information  on  all  SBA  programs.  In  addition,  the  Small  Business  De¬ 
velopment  Center  at  the  University  or  South  Carolina  is  providing  information  and 
assistance  to  interested  individuals  impacted  by  the  Charleston  Navy  Yard  closing. 
In  fact,  the  SBDC  has  submitted  a  formal  proposal  to  the  Department  of  Defense 
to  set  up  a  subcenter  right  on  the  Navy  Yard  to  provide  transition  assistance.  Addi¬ 
tionally,  SBA  together  with  our  resource  partners  SCORE  and  the  SBDC  has  con¬ 
ducted  pre-business  workshops  and  provided  information  on  how  to  ittilize  SBA’s 
programs. 


ELIMINATION  OF  DIRECT  LOANS 

Question.  Your  budget  proposes  to  eliminate  all  SBA  Direct  Loan  programs  and 
meet  their  needs  through  loan  guarantees.  This  has  been  advocated  by  previous  ad¬ 
ministrations,  hut  they  failed.  So,  please  give  us  your  best  arguments  to  eliminate 
these  specialized  programs. 

Answer.  As  you  know,  the  subsidy  rate  for  most  of  the  direct  programs  is  10  to 
16  times  higher  than  that  for  the  7(a)  guaranty  program.  Also,  these  direct  pro¬ 
grams  are  only  able  to  meet  the  needs  of  about  700  small  businesses  each  year. 
When  budget  appropriations  are  as  limited  as  they  are  today,  we  need  to  seek  ways 
to  leverage  these  funds  as  much  as  possible.  Therefore,  we  propose  to  fully  utilize 
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the  7(a)  ^arantee  program  and  reauestcd  a  $7.6  billion  level  with  anticipated  car¬ 
ryover  of  $1.6  billion  for  a  total  availability  of  $9  billion  in  fiscal  year  1995  to  meet 
these  needs.  If  the  total  direct  loan  subsidy  amount  of  all  programs,  excluding 
microloans,  is  $13  million  in  fiscal  year  1994,  this  would  provide  $476  million  in 
loans  under  the  7(a)  ^aranty  program  in  fiscal  year  1995. 

Through  the  introduction  of  our  new  lending  initiatives  in  fiscal  year  1994-1995, 
including  LOWDOC  and  the  Women’s  Pilot  Loan  Pre-Qualification  Program,  we  are 
confident  that  we  will  be  able  to  provide  assistance  to  those  borrowers  that  were 
previously  served  under  the  direct  loan  programs. 

Question.  I’m  not  sure  that  I  understand  your  proposal  on  the  micro-loan  pro- 
pam.  The  subsidy  rate  doesn’t  change  by  going  from  a  direct  loan  to  a  guaranteed 
loan  program.  Could  you  explain  that?  What  is  the  incentive  to  change  a  guarantee 
if  it  doesn’t  save  funds? 

Answer.  Lenders  will  have  the  authority  to  guaranty  loans  to  a  micro  loan 
intermediaiy.  The  lender  will  disburse  its  funds  and  receive  payments  from  the 
intermediary.  If  the  intermedia^  defaults  on  the  loan,  SBA  will  purchase  it  and  liq¬ 
uidate  any  available  collateral.  The  present  estimate  for  the  subsidy  rate  as  a  guar¬ 
antee  program  is  12.16  percent.  We  believe  that  changing  from  direct  program  to 
a  guarantee  program  will  eventually  permit  us  to  reduce  the  subsidy  rate.  It  will 
also  transfer  much  of  the  payment  processing  activity  to  the  private  sector,  thus 
freeing  SBA’s  micro  loan  resources  to  focus  on  policy  and  program  issues.  Of  pri¬ 
mary  importance,  too,  is  the  fact  that  this  change  will  bring  the  traditional  lenders 
closer  to  the  small  business  borrowers  so  that  a  business  graduates  from  the 
Microloan  program  to  a  traditional  lender. 

SECTION  7<A)  GUARATJTEES 

Question.  Wliy  is  the  administr  "ition  increasing  the  subsidy  rate  for  section  7(a) 
loans? 

Answer.  The  fiscal  year  1994  subsidy  rate  of  2.15  percent  reflects  a  difference  of 
0.58  percent  less  than  the  fiscal  year  1995  rate  of  2.73  percent.  Of  this  0.58  percent, 
0.49  percent  was  due  to  a  re-estimatioA  of  our  secondary  market  fee  income,  0.08 
percent  was  due  to  the  impact  of  includii  g  empowerment  zones  in  the  7(a)  program, 
and  0.01  percent  was  an  adjustment  due  to  an  update  in  OMB’s  economic  assump¬ 
tion. 

Question.  Since  interest  rates  are  going  up  shouldn’t  the  subsidy  rate  for  guaran¬ 
teed  section  7(a)  loans  be  coming  down?  Wien  would  we  see  this  adjustment  by  the 
Administration? 

Answer.  Thf;  assumption  of  an  inverse  relationship  between  interest  rates  and 
subsidy  rates  s  generily  true  for  guarantee  loan  programs.  However,  the  7(a)  pro¬ 
gram  includes  an  annual  fee  which  consists  of  a  charge  of  0.4  percent  on  the  out¬ 
standing  principal  amount  of  all  loan  guarantees  sold  on  the  secondap'  market.  The 
effect  of  an  increase  in  interest  rates  (and,  therefore,  discount  rates)  is  to  lessen  the 
present  value  of  this  cash  flow  stream,  thereby  off  setting  any  decrease  in  the  sub- 
sicty  rate. 

Question.  The  Administration  is  requesting  a  $57  million  increase  in  appropria¬ 
tions  for  the  section  7(a)  program.  Isn’t  most  of  this  increase,  $44  million  by  my  cal¬ 
culation,  directly  attributable  to  this  subsidy  rate  increase? 

Answer.  If  the  subsidy  rate  remained  2. 15  percent,  we  would  need  budget  author¬ 
ity  of  $155  million  to  support  our  requested  program  level  of  $8,995  billion,  which 
represents  a  $52  million  reduction  from  our  r^uest.  However,  even  with  the  sub¬ 
sidy  rate  increase,  we  are  requesting  $125  million  less  than  we  received  in  fiscal 
year  1993  and  will  manage  a  program  that  is  $2.5  billion  larger. 

DISASfER  LOAN  REFORMS 

Question.  But  your  budget  proposes  to  increase  the  finance  charge  for  disaster 
loan  borrowers  from  4  percent  to  ‘Treasury  plus  1  percent,”  and  you’ve  asked  for 
appropriations  language  to  do  it.  Why  the  inconsistency?  What  happens  to  the  disas¬ 
ter  program  if  we  don’t  make  vour  legislative  change?  Why  have  you  requested  that 
this  change  be  made  by  the  Appropriations  Committee  instead  of  the  Small  Busi¬ 
ness  Committee? 

Answer.  This  proposal  was  made  in  direct  response  to  the  Federal  deficit  consider¬ 
ations.  The  effect  of  this  proposal  was  to  reduce  the  programs’s  subsidy  rate  from 
24.41  percent  to  12.07  percent.  This  resulted  in  a  reduced  appropriation  require¬ 
ment  of  $48.4  million  to  support  the  10  year  average  program  level.  Due  to  the 
budgetary  nature  of  this  proposal,  it  was  most  appropriately  included  as  an  appro¬ 
priation  language  request.  It  this  proposal  is  not  enacted,  it  would  not  change  the 
program  or  eligibility  for  such  loans  but  would  result  in  the  need  for  increased  ap- 


77 

propriations  for  the  same  program  level  than  would  be  the  case  if  the  change  were 
made. 


COORDINATION  WITH  MBDA 

Question.  In  your  opening  statement  you  discuss  assistance  to  minority  busi¬ 
nesses.  And  your  empowerment  zone  proposal  presumably  would  have  SBA  setting 
up  new  offices  in  primarily  minority  areas.  How  are  your  programs  being  coordi¬ 
nated  with  Ron  Brown  and  his  Minority  Business  Development  Agency  (MBDA)? 

Answer.  As  part  of  the  empowerment  zone  initiative,  SBA  and  MBDA  have  par¬ 
ticipated  in  a  number  of  technical  seminars  given  by  the  Departments  of  HUD  and 
Agriculture  to  inform  potential  applicants  about  our  respective  agency  proCTams. 
MlBDA  TOrves  primarily  minority -owned  businesses  while  SBA  serves  small  busi¬ 
nesses,  in  general,  including  small  minority-owned  firms.  Secretary  Brown,  SBA  Ad¬ 
ministrator  Bowles,  and  Acting  MBDA  Director,  Gil  Colon  have  met  and  discussed 
how  the  agencies  can  best  deliver  available  programs  to  the  minority  community 
and  to  small  businesses. 

Question.  Since  Secretary  Brown  already  is  funding  minority  business  develop¬ 
ment  centers  and  what  he  calls  “mega-centers’'  in  these  urban  “empowerment  zone” 
areas,  why  would  SBA  be  setting  up  a  separate  one-stop  shop  to  provide  technical 
assistance?  Why  not  transfer  money  to  MBDA  instead  of  setting  up  competing  fed¬ 
eral  programs? 

Answer.  The  Commerce  Department’s  “mega-centers”  are  run  by  private  sector 
consultants  that  receive  a  fee  for  the  services  they  provide  to  clients.  The  fee  struc¬ 
ture  may  vary  slightly  based  on  the  local  economy,  availability  of  alternative  serv¬ 
ices,  and  the  emphasis  of  the  individual  centers  (i.e.  loan  packaging,  business  plan 
development,  etc.).  The  average  center  has  a  fee  charge  of  $50  per  hour  which  is 
substantially  subsidized  by  MBDA  based  on  the  annual  revenues  of  the  minority 
business.  The  “one-stop  capital  shops"  will  bring  SBA’s  programs  and  resources  to 
economically  distressed  areas  that  have  been  traditionally  underserved.  We  antici¬ 
pate  that  local  and  state  resources  will  also  be  co-located  in  the  shops  to  provide 
additional  assistance  and  information. 

OPPORTUNITY  IN  MEXICO 

Question.  I  received  this  “Opportunity  in  Mexico”  book  which  was  published  by 
SBA  and  AT&T.  How  much  did  SBA  spend  putting  together  and  publishing  this 
book? 

This  book  seems  to  advocate  that  U.S,  small  businesses  set  up  shop  and  manufac¬ 
ture  in  Mexico.  It  touts  the  productivity  and  low  cost  of  Mexican  workers.  What  is 
SBA  doing  since — when  is  it  SBA’s  mission  to  promote  maquiladoras? 

Answer.  I  want  to  clarify  SBA’s  role  in  producing  this  book  on  Mexico  and  to  re¬ 
late  the  small  business  community’s  tremendously  positive  response  to  the  guide. 

Prior  to  the  Clinton  Administration,  the  Office  of  International  Trade  (OIT)  re¬ 
ceived  an  unsolicited  proposal  from  Free  Trade  Consultants  (FTC)  of  Buffalo  to  fund 
the  development  of  a  trade  ^ide  for  small  businesses  on  doing  business  in  Mexico. 
OIT  recognized  that,  even  prior  to  the  passage  of  NAFTA,  Mexico  was  a  high-growth 
market  for  U.S.  small  businesses.  The  office  accepted  the  unsolicited  proposal,  con¬ 
tingent  upon  identifying  a  private  co-sponsor  to  fund  the  printing  costs.  The  guide 
is  a  three-way  partner^ip  among  SBA,  SCORE  and  AT&T.  OIT,  through  SCORE, 
paid  FTC  $23,875  in  appropriated  funds  for  the  development  of  the  guide.  AT&T 
contributed  $65,000  to  print  over  60,000  copies. 

“Opportunity  in  Mexico”  is  the  only  practical  guide  designed  for  small  business 
exporters  that  both  explains  the  export  process  and  lists  all  the  U.S.  and  Mexican 
resources  available  to  U.S.  firms.  OIT  and  SCORE  worked  closely  with  FTC  on  the 
book’s  development  to  ensure  that  the  information  presented  was  appropriate  for 
the  small  business  audience  and  that  the  message  was  consistent  with  the  U.S.  gov¬ 
ernment’s  position  on  trade  with  Mexico  at  that  time.  The  USTR  reviewed  the 
NAFTA  section  of  the  guide,  and  the  Commerce  Department  reviewed  the  “Manu¬ 
facturing  in  Mexico”  section,  which  offers  a  balanced  view  to  maquiladoras  and  their 
impact  on  U.S.  employment. 

Since  the  book  was  printed  in  October  of  1992,  OIT  has  distributed  over  50,000 
copies.  We  have  seen  a  surge  in  demand  for  the  book  since  the  passage  of  NAFTA. 
Last  month  OIT  sent  a  copy  of  the  Mexico  guide  and  our  new  trade  guide,  “Breaking 
Into  the  Trade  Game,”  with  a  cover  letter  under  my  signature  to  every  member  of 
(Congress.  The  response  to  the  mailing  has  been  very  positive,  and,  to  date,  we  have 
received  approximately  15  requests  irom  Congressional  offices  for  large  quantities 
of  the  books  to  distribute  to  their  constituents. 
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EXPORT  PROGRAMS 

Question.  When  did  SBA  get  into  the  trade  mission  business?  How  many  overseas 
trade  missions  has  SBA  conducted  or  led  during  the  past  two  years?  How  much  is 
budgeted  for  trade  missions  in  fiscal  year  1994  and  fiscal  year  1995? 

what  is  the  cost  of  this  trade  mission  to  Argentina? 

What  is  the  United  Nations  Industrial  Development  Organization’s  role?  How 
much  support  is  that  organization  providing? 

Has  this  mission  been  coordinate  with  the  U.S.  Department  of  Commerce? 

Answer.  SBA’s  Office  of  International  Trade  (OIT)  has  been  doing  trade  missions 
since  the  mid-1980*s  when  it  helped  launch  the  pilot  program  calie  “Matchmaker 
Trade  Delegations,”  which  is  now  a  Department  of  Commerce  program.  The  pilot 
worked  so  well  that  SBA  continued  to  do  an  SBA-led  trade  mission  every  two  to 
three  years,  and  co-sponsored  a  substantial  number  of  trade  missions  with  other 
government  agencies,  selecting  countries  and  industries  with  strong  export  potential 
for  small,  new-to-export  or  new-to-market  businesses. 

Participating  in  government-sponsored  overseac  trade  missions  is  one  of  the  most 
effective  ways  for  a  small  business  to  make  its  first  penetration  of  a  foreign  market. 
Trade  missions  such  as  this  match  U.S.  companies  with  potential  representatives 
and  distributors  overseas.  The  Omnibus  Trade  and  Competitiveness  Act  of  1988 
gives  the  Office  of  International  Trade  its  legal  underpinning  regarding  trade  mis¬ 
sions  for  small  business. 

The  primary  focus  for  SBA  in  developing  and  co-sponsoring  trade  missions  is  to 
assist  new  exporters.  SBA  and  its  resource  partners  have  developed  a  program  of 
assisting  mission  participants  with  personal  counseling,  during  and  post-mission  to 
provide  the  type  of  intensive  assistance  small  businesses  require  during  their  first 
few  export  transactions. 

Typically,  participant  companies  are  contacted  by  the  SBA  Regional/District  Inter¬ 
national  Trade  Officers  and  offered  assistance  ana  SBA  information,  including  SBA 
loan  guarantee  assistance  at  least  one  month  prior  to  the  event,  A  pre-mission  brief¬ 
ing  is  given  to  each  firm  using  the  newly-developed  OIT  training  module  “How  To 
Participate  Profitably  In  A  Trade  Mission.”  This  training  module  utilizes  written  ex¬ 
ercises  and  materials  to  help  small  firms  properly  prepare  themselves  to  get  the 
most  benefit  from  a  trade  mission.  In  addition,  the  mission  director  coordinates  all 
activities  related  to  the  trade  mission  itself  with  each  company  involved.  Follow-up 
is  done  by  either  the  SBA  or  its  resource  partners  to  offer  financial  or  other  assist¬ 
ance. 

The  SBA  continues  to  assist  new-to-export  small  firms  to  access  new  markets 
through  well-planned,  low  cost  efforts.  Trade  missions  are  SBA-sponsored,  co-spon¬ 
sored  with  U.S.  Department  of  Commerce  (DOC),  the  Overseas  Private  Investment 
Corporation  (OPIC)  and  co-sponsored  with  other  agencies,  such  as  the  United  Na¬ 
tions  Industrial  Development  Organization  (UNIDO).  There  is  no  budget  for  trade 
missions,  per  se.  OIT’s  outreach  budget  covers  the  low  costs  of  printing  the  brochure 
and  directory,  and  travel  for  the  mission  director.  We  keep  the  costs  to  a  minimum. 
Much  cost-recovery  has  been  achieved  for  the  missions  (SBA  charges  businesses  a 
participation  fee  which  covers  the  Department  of  Commerce’s  U.S.  Foreign  Commer¬ 
cial  Service  (US&FCS)  costs  at  each  overseas  stop). 

The  important  new  realities  of  the  NAFTA  ana  the  necessity  to  inform  small  busi¬ 
nesses  about  the  opportunities  of  trade  with  the  entire  Western  Hemisphere  were 
both  strong  reasons  to  conduct  a  “matchmaker”  style  trade  mission  to  Mexico  in 

1992.  This  mission  is  a  good  example  of  a  successful  mission  promoted,  recruited 
and  led  by  an  SBA  international  trade  officer  fluent  in  Spanish,  but  coordinated 
fully  with  the  US&FCS.  In  October  1993,  a  second  SBA-led  trade  mission  to  Mexico 
was  done,  with  similar  success.  At  the  same  time,  an  SBA-led  trade  mission  was 
done  in  Poland,  also  through  the  US&FCS.  A  total  of  35  companies  have  been  as¬ 
sisted  over  the  past  two  years  in  this  manner. 

An  upcoming  trade  mission  to  be  held  in  July  1994  to  Argentina  is  a  co-sponsored 
effort  with  UNIDO,  with  SBA  doing  recruitment  of  small  businesses  and  UNIDO 
doing  the  logistical  support  in  Buenos  Aires,  Argentina,  where  th^  have  an  office. 
This  was  arranged  through  an  MOU  signed  between  SBA  and  UNIDO  in  July  of 

1993. 

Historically,  the  SBA  regions  have  also  done  trade  missions/delegations. 
REPRESENTACIONES  USA  1992,  in  Guadalajara,  Jalisco,  Mexico,  was  held  to 
help  firms  develop  new  markets  in  Mexico.  The  event  was  a  Central  Office  funded 
Special  Field  Initiative  for^Regions  VII  and  VIII,  and  nine  companies,  assisted  by 
the  SBA,  participated  from  those  two  regions. 

The  SBA  has  worked  hand  irThand  with  the  U.S.  Department  of  Commerce  after 
a  check  with  other  organizations  about  the  suitability  of  setting  up  the  business 
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meetings.  No  other  organization  has  the  adequate  means  and  reputation  that  the 
Foreign  Commercial  Service  (PCS)  does  in-country  to  do  such  a  task.  This  has  been 
accomplished  through  DOC’s  trade  mission  certification  program  (lOGA). 


Questions  Submitted  ey  Senator  Daniel  K.  Inouye 

Question.  Administrator  Bowles,  you  have  described  most  thoroughly  your  propos¬ 
als  to  revamp  the  SBA  to  make  it  more  responsive  to  the  needs  of  tne  smaTl  busi¬ 
ness  community.  I  applaud  your  herculean  efforts  in  your  first  year  as  Adminis¬ 
trator  towards  this  end.  Would  you  detail  what  changes  you  have  made  in  the  7(a) 
program  that  led  to  the  dramatic  reduction  in  the  subsidy  rate  from  5.21  percent 
through  most  of  fiscal  year  1993  to  2.15  percent  in  fiscal  year  1994. 

Answer.  The  policy  changes  which  are  instituted  at  in  September,  1993  actually 
reduced  the  fiscal  year  1993  subsidy  rate  from  5.47  percent  to  2.15  percent;  6.21 
percent  was  the  weighted  average  of  these  two  figures.  The  five  specific  changes 
were: 

One,  Reduce  Maximum  Guarantee  for  PLP  Loans  to  70  Percent. 

Two,  Reduce  Maximum  Guarantee  for  Real  Estate  Loans  greater  than  $155,000 
to  75  percent. 

Three,  Impose  a  0.4  Percent  Annual  Fee  on  the  Outstanding  Balance  of  All  Loans 
Sold  on  the  Secondary  Market. 

Four,  Impose  a  50  Percent  Fee  on  the  Portion  of  Secondary  Market  Sales  Pre- 
miiuns  mater  than  110. 

Five,  Reduce  maximum  accrued  interest  purchased  to  120  days. 


fiscal  year  1993  fiscal  year  1994 
subsidy  rate  subsidy  rate 


5.47  4.92 

Policy  No.  1  .  -.36  -.36 

Policy  No.  2 .  -.61  -.61 

Policy  No.  3  .  -.80  -.80 

Policy  No.  4 .  -.73  -.73 

PclicyNo.5  .  -.22  -.22 


Adjusted  subsidy  rale  .  2.75  2  20 

Change  in  economic  assumptions  (October  1993) .  -.05 


Total .  2,15 


Question.  Administrator  Bowles,  how  would  you  compare  the  SBA  disaster  loan 
program’s  response  to  the  recent  calamities  in  the  Midwest  and  in  California  with 
the  responses  to  Hurricanes  Andrew  and  Iniki  in  1992? 

Answer.  In  each  of  these  disasters,  SBA  was  on  site  immediately  after  the  disas¬ 
ter  and  remained  on  site  as  long  as  it  took  to  do  the  job.  We  are  still  very  much 
involved  with  the  Midwest  floods  and  the  Northridge  earthquake.  In  each  of  these 
disasters,  we  have  had  to  rely  on  the  prompt  action  of  the  Congress  for  sufficient 
funds  to  allow  us  to  do  our  statutory  duty. 

In  both  the  Midwest  floods  and  the  Northridge  earthquake,  we  have  made  sub¬ 
stantial  improvements  in  our  delivery  of  disaster  assistance.  We  have  renewed  the 
emphasis  on  customer  service  and  have  substantially  revised  and  simplified  our 
loan  application  forms.  Information  required  by  the  disaster  business  loan  applica¬ 
tion  was  reduced  by  50  percent  and  submissions  with  the  disaster  home  loan  appli¬ 
cation  were  also  substantially  reduced. 

Question.  Administrator  Bowles,  you  stated  that  in  the  past,  the  Minority  Busi¬ 
ness  Development  program  “has  not  been  effective  in  meeting  the  needs  of  our  mi¬ 
nority  and  efisadvantaged  small  business  customers.”  Would  you  elaborate  upon  why 
this  has  been  the  case? 

Answer.  We  are  concerned  that  the  Minority  Business  Development  program  has 
concentrated  solely  on  helping  a  small  number  of  8(a)  certified  companies  obtain 
government  contracts.  To  correct  this  deficiency,  we  are  now  finalizing  a  complete 
legislative  proposal  which  will  make  all  of  SBA^s  programs,  including  access  to  cap¬ 
ita,  availaole  to  a  much  larger  number  of  minority-owned  business.  This  proposal 
wilt  be  shared  with  the  Congressional  offices  shortly. 

Question.  Please  detail  your  proposed  changes  to  the  Minority  Business  Develop¬ 
ment  program,  and  what  specific  problems  these  changes  will  address. 
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Answer.  We  are  in  the  process  of  finalizing  the  proposed  changes  based  on  the 
comments  and  recommendations  of  current  and  past  program  participants,  minority 
trade  associations  and  internal  stc'ff. 

While  we  have  not  worked  out  the  details  for  all  of  the  proposed  changes,  we  have 
focused  on  the  following  major  areas:  streamlining  and  revising  the  certification  and 
eligibility  process  to  eliminate  the  difficulties  faced  in  program  entry;  improving  the 
management  and  technical  assistance  provided  to  pro-am  participants  by  m^ng 
effective  use  of  our  resource  partners  such  as  the  Small  Business  Development  Cen¬ 
ters  and  the  Business  Development  Centers  managed  bv  the  Minority  Business  De¬ 
velopment  Agency  in  addition  to  the  funds  available  under  our  7(j)  management  and 
technical  assistance  program  which  we  are  proposing  to  be  used  exclusively  by  pro¬ 
-am  participants;  providing  program  participants  greater  access  to  capital  by  utiliz¬ 
ing  our  existing  loan  programs;  creating  plater  contract  opportunities  by  streamlin¬ 
ing  the  8(a)  contracting  process  and  establishing  a  governmentwide  sm^l  disadvan¬ 
taged  set-aside  program  for  civilian  agencies  similar  to  the  DOD  set-aside  program; 
development  of  a  mentor-protege  program  that  is  mutually  beneficial  to  both  current 
participants  and  program  graduates  and  eliminating  prop-am  requirements  that  are 
burdensome  that  do  not  contribute  to  the  development  of  the  firm  and  is  not  needed 
by  the  agency  to  ensure  program  integrity. 


Questions  Submitted  by  Senator  J.  Robert  Kerrey 

Question.  One  of  the  primary  initiatives  proposed  by  the  Administration  is  the 
*"00.6  Stop  Capital  Shop” — a  job  creation  pro^am  targeted  at  economically  dis¬ 
tressed  rural  communities  and  inner  cities.  We  are  fortunate  in  Nebraska  in  that 
our  economy  is  healthy;  our  unemployment  rate  is  relatively  low  at  3  percent.  Can 
minority  and  women-owned  businesses  qualify  under  this  program  if  they  are  not 
from  economically  distressed  areas? 

Answer.  Although  the  one-stop  capital  shops  will  be  located  in  designated  urban 
and  rural  economically  distressed  areas,  small  businesses,  including  those  owned  by 
minorities  and  women,  outside  the  designated  areas  can  utilize  the  services  of  the 
one-stop  shops.  In  addition,  SBA*s  District  offices  can  provide  businesses  outside  the 
designated  areas  with  assistance  and  information  on  ail  SBA  programs. 

Question.  What  has  SBA  done  in  the  last  two  years  to  secure  contracts  for  women 
and  minority  owned  businesses  in  Nebraska? 

Answer.  During  the  first  year,  the  Nebraska  procurement  officer,  or  Procurement 
Center  Representative  (PCR),  initiated  contacts  with  the  Federal  Procuring  agencies 
and  state  economic  development  agencies  to  acquaint  himself  with  the  resources 
available  to  assist  Nebraska  small  businesses  in  consonance  with  the  resources 
available  from  SBA.  The  PCR  established  a  computerized  data  base  listing  2,839 
Nebraska  firms  by  area  of  expertise,  ownership,  location,  etc.  Federal  contracts 
awarded  to  Small  Disadvantaged  Business  (SDB)  firms  in  Nebraska  grew  from 
$15.1  million  in  fiscal  year  1991  to  $19  million,  in  fiscal  year  1992.  This  reflects  an 
increase  of  26  percent.  Women  Owned  Businesses  (WOB)  firms  in  Nebraska  were 
awarded  $11.4  million  in  fiscal  year  1991  and  $13.3  million  in  fiscal  year  1992,  an 
increase  of  17  percent. 

During  fiscal  year  1993,  the  Nebraska  PCR  initiated  a  variety  of  outreach  efforts 
to  increase  contract  awards  to  Nebraska  small  businesses,  including  women  and  mi¬ 
nority-owned  firms.  SpecificaKy,  the  PCR  provided  72  firms  with  procurement  op¬ 
portunities  in  their  field  of  expertise;  attended  and  addressed  mne  procurement 
workshops  throughout  the  state;  responded  to  1,271  telephone  requests  for  informa¬ 
tion;  held  61  in-dept  counseling  sessions;  and  conducted  an  additional  67  counseling 
sessions  in  his  office. 

Question.  What  is  the  status  of  the  regional  SBA  Director  in  Kansas  City? 

Answer.  The  new  Regional  Administrator  for  Region  VII,  headquartered  in  Kan¬ 
sas  City,  is  Bruce  Kent.  He  is  scheduled  to  begin  in  this  position  on  March  28,  1994. 

Question.  Two  years  ago,  Nebraska  received  a  procurement  officer  (through  Sen. 
KerreVs  efforts).  There  is  concern  among  small  businesses  in  Nebraska  that  very 
little  nas  resulted  from  this,  in  comparison  to  other  states  that  have  their  own  pro¬ 
curement  officer.  Could  you  explain  this? 

Answer.  Along  with  the  outreach  efforts  outlined  in  the  answer  above,  the  PCR 
coordinates  and  meets  with  the  Chief  of  the  Nebraska  Department  of  Economic  De¬ 
velopment  monthly  to  discuss  small  business  issues  and  ways  to  increase  procure¬ 
ment  opportunities  for  Nebraska  firms.  The  PCR  also  worxs  with  the  Nebraska 
Technical  Assistance  Center  and  the  Nebraska  Pood  Processing  Center.  The  statis¬ 
tics  from  the  Federal  Procurement  Data  System  (FPDS)  covering  awards  to  Ne- 
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braska  owned  businesses  reflect  significant  increases  from  fiscal  year  1991  to  1992 
as  shown  below: 


Fiscal  year  1991 

Fiscal  year  1992 

Increase 

(percent) 

Total  awards . 

.  $434,216,000 

$534,043,000 

23.0 

Small  business  awards  . 

.  142,772,000 

193,869,000 

35.8 

Small  business  set  aside  awards . 

.  56,349,000 

72.383.000 

28.4 

Note— The  FPOS  statistics  for  fiscal  year  1993  are  not  yet  available. 


The  PCR’s  efforts  do  not  always  provide  immediate,  measurable  results.  As  an  ex¬ 
ample,  counseling  a  firm  on  how  to  obtain  a  Federal  contract  or  providing  a  procure¬ 
ment  (mportunity  may  not  result  in  an  immediate  contract  award.  However,  a  re¬ 
view  01  the  PCR's  outreach  efforts  and  the  over-all  increases  in  Federal  awards  to 
Nebraska  firms  clearly  indicates  that  the  state  is  receiving  an  ever  increasing  share 
of  Federal  procurement  awards. 

Question.  What  is  SBA  doing  for  small  businesses  in  Nebraska? 

Answer,  (a)  The  Omaha  District  office  with  a  staff  of  26  work  with  Nebraska's 
44,405  small  businesses,  including  some  2,000  minority  business  men  and  women, 

(b)  The  SBA  office  provides  loans,  loan  guarantees,  counseling  and  training,  avail¬ 
able  to  all  of  Nebraska's  1.6  million  Mople. 

(c)  The  SBA,  largely  through  its  ^A-guaranteed  loans,  creates  thousands  of  jobs, 
a  mgyor  factor  in  keeping  Nebraska’s  unemployment  rate  the  lowest  in  the  nation, 
as  low  as  the  near-miraci’lous  rate  of  2.1  percent  in  April  1990,  to  the  current  2.7, 
still  the  nation’s  lowest — ^nd  expected  to  be  the  nation’s  lowest  through  fiscal  year 
1995  at  no  more  than  3  percent.  The  state’s  1993  employment  was  estimated  at 
845,292.  Our  portfolio  loan  volume  as  of  December  31,  1993,  was  1,620  loans  total¬ 
ling  $136,196,000. 

Indeed,  the  Omaha  SBA  office  made  298  loans  in  fiscal  year  1993  totaling 
$55,359,546.  The  real  question  is:  How  many  of  those  loans  would  have  been  made 
without  an  SBA  guarantee?  Further,  what  is  the  impact  of  $55  million  on  the  Ne¬ 
braska  economy?  Answer:  Nebraska’?  per  capita  income  annual  growth  rate  is  6.5 
percent,  the  second  fastest  in  the  nation,  bringing  Nebraska  within  $600  of  the  na¬ 
tional  level. 

An  even  better  question:  Where  else  would  Nebraska  obtain  $136,196,000  to  inject 
into  the  small  business  economy,  if  SBA  ^arantees  were  not  available? 

The  Omaha  District  office  plays  a  major  part  in  the  state’s  economy  and  in  the 
support  of  individual  small  businesses  through  significant  educational,  banking  and 
other  private-sector  support  made  available  via  the  Nebraska  Business  Development 
Center  and  its  state  network  of  subcenters,  our  Services  Corps  of  Retired  Executives 
through  their  chapters  throughout  the  state,  and  the  Small  Business  Institute  pro¬ 
gram  operating  through  our  colleges  and  universities. 

The  Districts  Business  Development  Division,  being  merged  into  the  new  Eco¬ 
nomic  Development  Division,  serves  over  6,000  of  Nebraska’s  44,000  small  busi¬ 
nesses. 

District  SCORE  Chapter  40  of  Omaha  was  rated  the  nation’s  best  in  1991.  The 
District  SBI  program  won  the  No.l  national  case  award  in  1987.  It  placed  third  in 
1988,  and  has  been  the  Region  VII  winner  jrear-afler-year. 

The  Omaha  District  office  has  been  a  major  player  in  increasing  U.S.  exports.  For 
example,  in  1992  Nebraska  increased  its  exports  22.1  percent  over  1991  ($28.3  bil¬ 
lion  to  $30.6  billion),  even  though  Nebraska  exports  represent  only  0.3  percent  of 
the  U.S.  total. 

In  a  state  with  93  counties,  where  only  9  can  expect  mqjor  population  growth  in 
the  next  decade,  in  a  state  with  520  communities  of  less  than  10,000  population, 
in  a  state  in  which  immigration  is  from  rural  counties  to  urban  counties,  in  a  state 
where  most  of  its  small  towns  depend  largely  on  Social  Security,  public  assistance, 
payments,  and  farm  subsidies,  SBA  is  the  only  Federal  agency  with  the  potential 
and  ability  to  have  a  significant  impact  on  small  business  economic  development 
Uirough  the  creation  and  expansion  of  small  businesses. 

Candidly,  one  can  argue  forcefully  that  Federal  dollars  when  spent  in  Nebraska 
have  more  impact  than  the  same  number  of  dollars  spent  in  California  or  Virginia. 

In  summation,  the  Omaha  District  office  provides  for  the  entire  state,  not  just  for 
Lincoln  and  Omaha,  several  quality  products  and  services,  including:  (1)  Strong 
leadership  in  intermediate-term  credit  for  small  businesses;  (2)  other  capital  for 
business  development;  (3)  training  and  advice  for  business  owners;  (4)  information 
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about  government  programs;  (6)  infrastru  ^  ure  technology  to  support  business  and 
economic  development;  and  (6)  strategies  fo  growth  and  marketing. 

Question.  How  do  you  envision  the  reorgamzation  of  SBA  impacting  Nebraska? 

Answer.  The  general  thrust  of  SBA’s  reorganization  plan  is  to  put  more  assets 
where  our  customers  are — in  the  field.  Over  time,  the  reorganization  will  have  a  sig¬ 
nificantly  positive  impact  in  that  we  will  transfer  people  from  the  Central  and  Re- 
gionsd  otfices  to  our  District  offices.  Eventually,  we  expect  to  have  about  16  percent 
fewer  people  in  Washington  and  80  percent  fewer  people  in  the  Regional  offices, 
while  increasing  our  District  offices  by  17  percent. 

Question.  On  May  21,  1994  we  are  co-sponsoring  an  education  technology  con¬ 
ference — ^“Challenge  Nebraska""— in  Lxncoln,  Nebraska.  We  would  like  to  have  the 
participation  of  SBA.  Can  they  supply  us  with  a  list  of  technology-oriented  small 
businesses  in  Nebraska? 

Answer.  Attached  is  a  list  of  technology-oriented  small  businesses  in  Nebraska. 


TECHNOUXJY-ORIENTED  SMALL  BUSINESSES  IN  NEBR/-3KA 


Andrews  Electric  Co.  Inc. 
Alfred  Andrews,  President 
Post  Office  Box  273 
Geneva,  NE  68361 
402/759-4425 


EM — Electrometries 
Jim  Becker,  Eng  Mgr 
PO  Box  83088 
Lincoln,  NE  68521 
402/467-3541 


Garner  Industries,  Inc. 

Edward  Gamer,  President 
4200  North  48th  Street 
Lincoln,  NE  68504 
402/464-5911 

A  T  V  Research,  Inc. 

M.  ShadboU,  President 
Post  Office  Box  620 
Dakota  City,  NE  68731 
402/987-3771 

Erko  Technologies 

Eric  and  Margaret  Martin,  Owners 

7610  Burlington 

Omaha,  NE  68127 

402/331-2632 


Radio  Engineering  Industries 
Robert  Hays,  President 
6534  “L”  Street 
Omaha,  NE  68117 
402/339-2200 

GS&E  Enterprises 
Gene  Avery,  Pres/Owner 
807  “C”  Street 
Aurora,  NE  68818 
402/694-4204 

Great  Plains  Meter,  Inc 
Milvem  Nofike,  President 
115  South  16th  Street 
Aurora,  NE  68818 
402/694-4114 


Telex  Communications 
Andrew  Kuehl,  Plant  Manager 
8601  North  East  Highway  6 
Lincoln,  NE  68505 
402/467-5321 

Lab  Research  Products,  Inc 
Larry  Prather,  Manager 
Post  Office  Box  85505 
Lincoln,  NE  68501 
402/476-9020 

Azonic  Products,  Inc 
Lyle  B.  Sallach,  Manager 
602  West  Main  Street 
Albion,  NE  68620 
402/396-6081 


Transcrypt  International,  Inc 

John  and  Vonnie  Kuijvenhoven,  Mgrs 

1620  North  20th 

Lincoln,  NE  68503 

402/483-2961 

National  Manufacturing 
Roland  Temme,  President 
544  “J”  Street 
Lincoln,  NE  68508 
402/476-3400 

GRH  Electronics 
Kenneth  Hoberman,  Pres 
4520  South  36th  Street 
Omaha,  NE  68107 
402/734-4900 


ISCO,  Inc — Environmental  Div 
Doug  Grand,  Vice  President 
Post  Office  Box  82531 
Lincoln,  NE  68501 
402/474-2233 


Marshalltown  Instruments 
Bill  Rittenhouse,  Plant  Mgr 
East  Highway  26 
Oshkosh,  NE  69164 
308/772-3295 
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Farrall  Instrumenta,  Inc 
William  R.  Farrall,  Pres 
PO  Box  1037 
Grand  Island,  NE  68802 
308/384-1630 

AT  &  T  Network  Systems 
Carter,  Pres 
PO  Box  37000 
Omaha,  NE  68137 
402/691-3000 

Centurion  International,  Inc 
Gary  Kuck,  President 
Post  Office  Box  82846 
Lincoln,  NE  68501 
402/467-4491 

Reach  Electronics,  Inc 
George  Silence,  CEO 
Post  Office  Box  308 
Lexington,  NE  68850 
308/324-6661 

Valley  Products  Corp 
J  T  Daugherty,  Pres 
Post  Office  Box  668 
Valley,  NE  68064-0668 
402/359-5500 

Precision  Machine  Co.  Inc 
John  A.  Buse,  President 
2933  North  36th  Street 
Lincoln,  NE  68504 
402/467-6528 

Caldwell  Manufacturing  Co 
Ed  Benson,  Gen  Sales  Mgr 
Post  Office  Box  848 
Kearney,  NE  68848 
308/237-3186 

Key  Systems 
13524  Z  Street 
Omaha,  NE  68137 
402/895-0676 

Nidata  Information 
11301  Davenport  Street 
Omaha,  NE  &154 
402/330-6548 

Perfect  Byte  Inc. 

7121  Cass  Street 
Omaha,  NE  68132 
402/554-1122 

Software  Solutions 
268  North  115th  Street 
Omaha,  NE  68154 
402/330-6125 

TLS  Company 
6716  S  85th  Plaza 
Omaha,  NE  68134 
402/592-4360 


Astro  Graphics  of  Omaha 
8810  Blonde  Street 
Omaha,  NE  68134 
402/397-8910 

Displ^  Technologies 
8709  F  Street 
Omaha,  NE  68127 
402/693-6123 

Technical  Services  Inc. 
8703  F  Street 
Omaha,  NE  68127 
402/339-1170 

Product  Drafting/Design 
608  Mikelluke  Circle 
PapilUon,  NE  68048 
402/339-4555 

A  &  L  Computer  Services 
410  Snyder  PI 
Alliance,  NE  69301 
308/762-7243 

Computer  Engineering  Inc. 
1309  Harlan  Drive 
Bellevue,  NE  68005 
402/292-2013 

Reliable  Software 
RFD  1 

Fort  Calhoun,  NE  68023 
402/468-5700 

WORK 

811  West  4th  Street 
Grand  Island,  NE  68001 
308/384-7478 

Anatec  Inc. 

1624  Douglas  Street 
Omaha,  NE  68102 
402/342-8337 

Certified  Professionals 
401  North  117th  Street 
Omaha,  NE  68154 
402/333-7926 

Data  Chip  Corporation 
6624  Pierce  Street 
Omaha,  NE  68106 
402/553-4333 

Digitronix  Inc. 

9005  F  Street 
Omaha,  NE  68127 
402/339-5340 

Faxtel  Ltd 
Box  4678 

Omaha,  NE,  68104 
402/461-7967 
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IS  Resource  Group  Inc. 

11212  Davenport  Street 
Omaha,  ME  &154 
402/330-8810 

CIG  Consulting 
205  Fraiser 
Beemer,  NE  68716 
402/628-3421 

Gould  Inc. 

701  Bellevue  Blvd.  South 
Bellevue,  NE  68005 
402/292-7682 

Business  Mmt  Services 
1203  W  2nd  Street 
Grand  Island,  NE  68801 
308/381-0910 

Specialized  Software  Services 
RR  3 

Hartington,  NE  68739 
402/264-6863 

Automation  Inc. 

10703  J  Street 
Omaha,  NE  68127 
402/339-9500 

Consolidated  Business 
616  South  75th  Street 
Omaha,  NE  68114 
402/393-0313 

Data  One  Systems 
12505  Yates  Street 
Omaha,  NE  68164 
402/496-9366 

DMO  Computer  Systems 
1325  South  72nd  Street 
Omaha,  NE  68124 
402/393-0440 

Hi-Tech  Equipment  Company 
10311  W  Street 
Omaha,  NE  68127 
402/592-0202 

J  D  Business  Solutions 
11329  P  Street 
Omaha,  NE  68137 
402/339-0319 

Micropower  Inc. 

5962  Wenninghoff  Road 
Omaha,  NE  &134 
402/333-8801 

Omaha  Systemworks  Inc. 
13444  L  Street 
Omaha,  NE  68137 
402/334-7669 


Rita  Peters 

2730  South  148th  Avenue  Cir 
Omaha,  NE  68144 
402/330-2897 

System  Design  Inc. 

2811  North  Slst  Street 
Omaha,  NE  68134 
402/392-2959 

Key  Software  Systems 
131  North  Washington  Street 
Papillion,  NE  68O46 
402/331-7604 

Cadd  Concepts 
2905  South  108th  Street 
Omaha,  NE  68144 
402/397-0800 

Microvision  Inc. 

11130  O  Street 
Omaha,  NE  68137 
402/592-4350 

Valcom  Business  Center 
1600  Pamam  Building 
Omaha,  NE  68102 
402/346-6020 

Computer  Graphics 
109  West  11th  Street 
South  Sioux  City,  NE  68776 
402/494-3212 

Multi-Options  Systems  Inc. 
7811  Wakeley  Plaza 
Omaha,  NE  68114 
402/391-3510 

Paradigm  Solutions  Corp 
440  Regen^  Pkwy 
Omaha,  NE  68114 
402/392-2720 

Software  Information  Svc 
8712  South  143rd 
Omaha,  NE  68137 
402/895-1673 

Technical  Support  Street 
3015  North  90  th  Street 
Omaha,  NE  68134 
402/571-9824 

Futureware  Distributing 
4515  South  119th  Circle 
Omaha,  NE  68154 
402/333-4650 

Chapman  &  Associates 
1912  California  Street 
Omaha,  NE  68102 
402/348-0440 
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Midwest  Photo  Co 

4900  G  Street 

Omaha,  NE  68117 

402/734-7200 

CE  Systems  Inc. 

2102  North  136th  Street 
Omaha,  NE  68164 
402/493-0446 

White's  Color  Center  Inc. 

804  South  76th  Street 

Omaha,  NE  68114 

402/391-7297 

Cyber  Systems 

3339  North  109th  Plaza 
Omaha,  NE  68164 
402/496-0556 

Business  Computer  Consult. 

1801  Franklin  Street 

Bellevue,  NE  68006 

402/292-3916 

Data  Technologies  Inc. 
11414  West  Center  Road 
Omaha,  NE  68144 
402/334-9620 

Lloyd’s  of  Bellevue 

1004  Durand  Drive 

Bellevue,  NE  68005 

402/291-4028 

Dunham  Software  Inc. 
14216  Drexel  Circle 
Omaha,  NE  68137 
402/896-8650 

J  C  Doyle  Ltd 

2312  South  Locust 

Grand  Island,  NE  68001 
308/384-5380 

Information  Management 
10824  Old  Mill  Road 
Omaha,  NE  68154 
402/334-1685 

Al-Xpersofl 

2340  Bel  Court 

Omaha,  NE  68144 

402/330-0407 

K  S  Software 

6818  Grover  Street 
Omaha,  NE  68106 
402/392-0640 

Question.  As  we  reform  health  care,  what  is  SBA  doing  to  help  small  businesses 
wim  health  care  concerns? 

Answer.  SBA’s  role  is  to  educate  and  inform  small  businesses  about  the  issues  in 
health  care  reform  and  the  proposed  solutions.  The  Agency  worked  closely  with 
Health  Care  Reform  Task  Force,  chaired  by  the  First  Lady,  m  order  to  express  tlij 
small  business  viewpoint  as  the  Administration's  plan  was  crafted. 

Small  businesses  have  a  hugh  stake  in  health  care  reform.  They  pay  more  for 
health  insurance  than  their  large  counterparts  and  their  costs  are  increasing  at  a 
much  faster  rate.  Small  business  and  their  employees  are  subject  to  occupational 
redlining  and  exclusions  for  pre-existing  conditions.  They  have  very  little  negotiat¬ 
ing  power  with  insurance  companies,  and  the  paperwork  burdens  are  enormous. 
Self-employed  individuals  have  only  a  26  percent  deduction  for  heal^  care  costs, 
while  other  businesses  have  100  percent.  I  have  spoken  with  literally  hundreds  of 
small  business  owners  over  the  past  nine  months,  and  I  am  committed  to  making 
these  concerns  known  to  the  Administration  and  Congress  as  the  health  care  reform 
debate  proceeds. 

Question.  I  see  you're  planning  to  revise  the  8(a)  program.  What  are  your  propos¬ 
als  and  when  can  we  esmect  to  see  legislation? 

Answer.  We  are  in  the  process  of  finalizing  the  proposed  chanjges  based  on  the 
comments  and  recommendations  of  current  and  past  program  participants,  minority 
trade  associations  and  internal  staff. 

While  we  have  not  worked  out  the  details  for  all  of  the  proposed  changes,  we  have 
focused  on  the  followii^  m^or  areas:  streamlining  and  revising  the  certification  and 
eligibility  process  to  eliminate  the  difficulties  fac^  in  program  entry;  improving  the 
management  and  technical  assistance  provided  to  pro-am  participants  by  making 
effective  use  of  our  resource  partners  such  as  the  Small  Business  Development  Cen¬ 
ters  and  the  Business  Development  Centers  managed  by  the  Minority  Business  De¬ 
velopment  Agency  in  additiOii  to  the  funds  available  under  our  7(j)  management  and 
technical  assistance  prc^am  which  we  are  proposing  to  be  used  exclusively  by  pro¬ 
-am  participants;  providing  program  participants  greater  access  to  capital  by  utiliz¬ 
ing  our  existing  loan  programs;  creating  greater  contract  opportunities  by  streamlin¬ 
ing  the  8(a)  contracting  process  and  establishing  a  government-wide  small  disadvan¬ 
taged  set-aside  program  for  civilian  agencies  similar  to  the  DOD  set-aside  program; 
development  of  a  mentor-protege  program  that  is  mutually  beneficial  to  both  current 
participants  and  program  graduates  and  eliminating  program  requirements  that  are 
burdensome,  that  do  not  contribute  to  the  development  of  the  firm  and  is  not  needed 
by  the  agency  to  ensure  program  integrity. 
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burdensome,  that  do  not  contribute  to  the  development  of  the  firm  and  is  not  needed 
by  the  agency  to  ensure  program  integrity. 

We  are  hoping  to  finalize  the  proposed  changes  in  the  coming  weeks  and  to  de¬ 
velop  a  legislative  package  in  the  spring  of  1994. 


Questions  Submitted  by  Senator  Robert  C.  Byrd 

SMALL  BUSINESS  ADMINISTRATION’S  DISTRICT  OFFICE  IN  CLARKSBURG,  AND  THE 
BRANCH  OFFICE  IN  CHARLESTON,  WEST  VIRGINIA 

Question.  Administrator  Bowles,  on  November  24,  1993,  I  wrote  to  you  asking  for 
a  status  report  on  maintaining  current  operating  and  staffing  levels  at  the  Charles¬ 
ton,  West  Virginia  Branch  Office,  and  the  Clarksburg,  West  Virginia  District  Office. 
Your  response  on  December  17,  1993,  indicated  that  Clarksburg  District  Office  has 
a  current  on-board  employment  level  of  25  and  the  Charleston  Branch  Office  has 
a  current  on-board  level  of  four  employees.  You  estimated  that  these  levels  will  re¬ 
main  the  same  for  fiscal  year  1994  and  fiscal  year  1996. 

Administrator  Bowles,  may  I  have  your  assurance  that  these  offices  will  remain 
open  at  the  current  level  in  fiscal  year  1995?  Please  provide  for  the  record  the  staff¬ 
ing  and  funding  levels  of  these  offices  for  the  fiscal  years  1995,  1996,  and  that  pro¬ 
jected  for  1997. 

Answer.  The  actual  obligations  and  staffing  for  fiscal  year  1993  are  listed  below: 


Obligations  as  of 
Sopt.  30.  1993 

Staff  on-board 

Charleston  Branch  . 

.  $221,483 

4 

Clartisburg  District . 

.  1,228,986 

25 

The  actual  obligation  and  staffing  for  fiscal  year  1994  through  February  28,  1994 
are  listed  below: 

Obligations  as  of 
Feb.  28.  1994 

Staff  on-board 

Charleston  Branch . 

.  $88,661 

3 

Clarksburg  District . 

.  551.090 

25 

Please  note  that  the  current  staff  on-board  levels  are  lower  due  to  the  realignment 
of  positions  in  the  field.  These  levels  will  return  to  our  estimated  fiscal  year  1994 
levels  once  the  realignment  initiative  is  completed. 

It  is  ^fficult  to  project  the  fiscal  year  1996,  1996,  1997  staffing  levels  until  which 
time  we  have  received  our  appropriations  for  these  years.  The  fiscal  year  1995  pro¬ 
posal  includes  reductions  in  SBA  staffing  levels  to  meet  Agency  budget  and  FTE 
ceilings.  Therefore,  the  West  Virginia  offices,  as  well  as  many  other  SBA  offices, 
may  be  affected  in  both  staffing  and  funding  levels  in  future  years. 

SMALL  BUSINESS  DEVELOPMENT  FUND  FOR  GRANT  COUNTY,  WV 

Question.  The  Grant  County  project  has  been  preserved  and  is  ready  to  be  piw- 
essed  by  the  SBA.  Would  you  please  provide  for  the  record  a  timetable,  including 
significant  milestone  events  lea^ng  to  the  execution  of  this  project? 

Answer.  On  January  6,  1994,  we  transmitted  the  standard  grant  application  pack¬ 
age  to  Ms.  Phyllis  Cole,  Project  Coordinator  in  Petersburg,  West  Virginia.  We  in¬ 
cluded  a  set  of  instructions  and  identified  an  SBA  staffer  as  the  primary  contact 
point  for  the  grant.  As  part  of  our  grant  work,  we  will  maintain  contact  with  Ms. 
Cole  and  expect  to  have  her  application  submitted  to  us  by  the  end  of  April.  In  gen¬ 
eral,  we  are  able  to  award  grants  approximately  four  weeks  after  receipt  of  a  com¬ 
pleted  application. 
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QuEfJTiONS  Submitted  by  Senator  Pete  V.  Domenici 

USER  FEES 

Question.  You  are  requesting  a  proCTam  level  of  $67  million  for  the  Small  Busi¬ 
ness  Development  Centers;  however,  f  17  million  would  be  offset  by  user  fees.  Isn't 
your  request  in  new  budget  authority  actually  only  $50  million? 

Answer.  The  request  for  the  SBDC  Program  is  $67  million.  The  anticipated  $17 
million  to  be  generated  by  the  fees  will  be  used  to  offset  SBA's  overall  administra¬ 
tive  budget  requirement. 

Question.  What  will  be  the  fee  charged  for  SBDC  services?  Will  these  fees  be  col¬ 
lected  and  retained  by  the  individual  centers,  or  returned  to  SBA?  If  returned  to 
the  agency,  who  will  pay  the  administrative  costs  of  collecting  and  administering 
the  user  fee  program,  SBA  or  the  Small  Business  Development  Centers? 

Answer.  The  proposed  fee  for  counseling  would  be  $16  per  hour.  Our  initial  plan 
is  that  the  fees  would  be  collected  by  individual  centers  and  subsequently  returned 
to  SBA.  We  understand  that  there  is  a  structure  in  place  in  many  SBDC’s  for  col¬ 
lecting  fees  now.  The  same  structure  would  be  used  to  collect  those  proposed  fees. 
Any  additional  administrative  costs  would  need  to  be  paid  from  the  fees  collected 
for  counseling  by  SBDC's. 

Question.  The  user  fee  request  is  included  in  the  bill  language  submitted  to  the 
Appropriations  Committee.  If  we  do  not  enact  this  legislative  authority,  what  impact 
will  this  have  on  your  budget  request?  Wouldn’i  we  be  required  to  appropriate  an 
additional  $27  million  to  provide  your  full  program  request? 

Answer,  If  this  le^slative  authority  is  not  enacted,  the  Agency  would  require  an 
additional  $26.4  million  appropriation  to  maintain  our  requested  programs. 

BUYOUT  OF  SECTION  603  PREPAYMENT  PENALTIES 

Question.  Were  these  companies  aware  of  the  prepayment  penalties  at  the  time 
they  received  their  subsidized  government  loans? 

Answer.  There  is  some  cause  to  question  whether  borrowers  were  fully  aware  of 
the  prepayment  penalties  at  the  time  they  received  their  loans  under  the  503  pro¬ 
gram  because  of  the  technical  nature  of  the  language  in  the  “truth  in  lending”  state¬ 
ment  that  the  government  gave  to  503  borrowers. 

That  statement  read: 

The  repurchase  price  shall  be  an  amount  which  would  produce  a  yield  to 
the  Holder  for  the  period  from  the  date  of  repurchase  to  the  maturiW  of 
this  Debenture  equad  to  the  interest  rate  which  would  be  set  on  a  loan  from 
the  Secretary  of  the  Treasury  (Secretary)  to  the  FFB  to  purchase  an  obliga¬ 
tion  having  a  payment  schedule  identical  to  the  remaining  schedule  on  tnis 
debenture  at  the  date  of  repurchase,  plus  all  interest  calculated  from  the 
date  of  issue  or  date  of  last  payment  of  interest,  as  appropriate,  to  the  date 
of  repurchase. 

Question.  If  all  companies  that  are  eligible  to  receive  relief  from  the  prepayment 
penalties  teok  advantage  of  this  offer,  what  would  be  the  cost  to  the  Federal  govern¬ 
ment? 

Answer.  Under  SBA’s  proposal,  approximately  18  percent  of  the  total  503  borrow¬ 
ers  will  receive  relief  from  the  prepayment  penalty.  If  every  503  loan  were  prepaid 
with  a  504  prepayment  penalty,  the  “cost”  would  be  scored  by  Treasury  as  $163  mil¬ 
lion  (as  of  August  10,  1993), 

Question.  What  is  the  estimated  payment  per  loan  that  would  be  made  under  the 
prepayment  relief  proposal? 

Answer.  The  amount  per  borrower  will  vary  greatly  depending  on  the  loan  bal¬ 
ance,  the  length  of  time  remaining  to  maturity  and  the  interest  rate. 

Question,  l^y  is  a  request  being  made  for  an  appropriation?  Couldn’t  authorizing 
legislation  be  enacted  to  waive  the  prepayment  penalty  to  the  Federal  Financing 
Bank,  provided  an  offset  were  found  on  the  direct  spending  side  of  the  budget: 
Please  provide  the  committee  with  a  breakdown  by  state  of  the  companies  that 
would  be  eligible  for  this  relief. 

Answer.  We  did  not  want  this  to  have  to  be  an  appropriation  request.  The  SBA 
made  a  number  of  recommendations  to  0MB  and  Treasury  on  how  to  resolve  this 
issue  administratively,  without  having  to  come  to  Congress  at  all.  On  each  of  these, 
0MB  told  us  variously  that  because  of  credit  reform,  the  Budget  Enforcement  Act 
and  0MB  circular  ana  regulations,  or  combinations  thereof,  our  recommendations 
could  not  be  carried  out,  and  that  an  appropriations  request  was  needed.  Further, 
the  full  cost  of  such  authorizing  legislation  would  be  SCORED  under  the  pay-as-you- 
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(PAYGO)  procedures  set  out  in  the  budget  enforcement  act.  A  chart  showing  the 
3  loans  outstanding  by  State  is  attached. 

503  LOANS  OUTSTANDING  AS  OF  SEPTEMBER  30.  1993 


St«te 


Alabama . 

Alaska  . 

Arizona  . 

Arkansas  . 

California  . 

Colorado . 

.  Connecticut . 

Delaware . 

Washington.  DC 

Florida . 

Georgia . 

Hawaii . 

Idaho . 

Illinois  . 

Indiana . 

Iowa . . 

Kansas  . 

Kentucky  . 

Louisiana . 

Maine . 

Maryland  . 

Massachusetts  ... 

Michigan  . 

Minnesota . 

Mississippi  . 

Missouri . 

Montana  . 

Nebraska  . 

Nevada  . 

New  Hampshire  .. 

New  Jersey . 

New  York . 

North  Carolina  .... 

North  Dakota . 

Ohio . 

Oklahoma  . 

Oregon  . 

Pennsylvania  . 

Rhode  Island . 

South  Carolina  ... 

South  Dakota  . 

Tennessee . 

Texas  . 

Utah  . 

Vermont . 

Virginia . 

Washington  . 

West  Virginia . 

Wisconsin . 

Wyoming . 

Puerto  Rico . 

U.S.  total 


leans 

Total  amount 

70 

$8,887,000 

4 

1.055,000 

61 

13.016,000 

12 

2,069,000 

504 

125,007,980 

34 

6.284,000 

28 

6,624,000 

17 

3,124,500 

7 

1,624,000 

25 

4,573,000 

92 

15,379,300 

11 

2,912.000 

35 

6,259,200 

88 

20,277.000 

60 

15,069,000 

61 

10,795,500 

88 

8.498,000 

67 

11.257,000 

20 

5,098,100 

25 

5,807,000 

46 

10,333,500 

162 

40.177,000 

121 

26,793,000 

95 

14,256,000 

20 

4,079,000 

288 

42.713,000 

2 

306,000 

29 

3,141,000 

42 

9,160,000 

23 

6,000,000 

34 

6,321,000 

131 

31,426,700 

124 

22,584.000 

8 

2,103,000 

379 

64,106,800 

28 

5.179.000 

53 

10,343,000 

50 

10,426,000 

55 

13,422,000 

13 

2,492,000 

13 

2,176,000 

25 

4,986,000 

179 

31,685,500 

58 

11,004,000 

16 

4,272,000 

51 

9.927,000 

133 

33.710.875 

10 

1.999,000 

127 

32,770,000 

3 

306,000 

7 

1.990.000 

3,634 

733,804,955 

SBA  AND  REGULATORY  RELIEF 


Question.  Do  you  see  a  role  for  the  Small  Business  Administration  in  the  effort 
to  reduce  the  re^atory  burden  on  small  business?  If  so,  what  is  it,  and  what  plans 
do  you  have  in  this  area  in  the  coming  year? 

Answer.  I  believe  that  the  SBA  will  play  a  major  role  in  small  business  re^Iatory 
reductions.  On  March  17th,  Sally  Katzen,  Director  of  the  Office  of  Information  and 
Regulatory  Affairs  of  0MB  and  I  co-hosted  a  forum  which  focused  on  regulatory  re¬ 
form.  SmmI  business  owners  from  across  the  country  met  with  high-level  officials 
from  the  Executive  Branch  to  discuss  the  onerous,  overlapping  and  duplicative  regu¬ 
lations  they  face.  Subsequent  to  that  forum,  five  teams  of  government  regulators, 
each  focusing  on  a  different  industry,  will  be  meeting  to  identify  what  changes  can 
be  made  in  reducing  overall  repilatory  burdens.  There  will  be  two  more  forums,  one 
in  the  summer  and  one  in  the  tall,  to  measure  our  accomplishments. 

In  addition,  the  Office  of  Advocacy  within  the  SBA  monitors  and  reports  on  agen¬ 
cy  implementation  of  the  Re^latory  Flexibility  Act  (RFA).  This  act  requires  agen¬ 
cies  to  analyze  the  impact  of  their  rules  on  small  entities  and,  whenever  possmle, 
to  alleviate  the  burdens  imposed.  I,  too,  am  committed  to  effective  working  of  this 
act  and  will  work  with  the  Chief  Counsel,  once  he  is  confirmed,  to  insure  that  agen¬ 
cies  comply.  By  analyzing  regulations  and  adopting  more  flexible  regulatory  alter¬ 
natives,  I  believe  that  we  reduce  the  cost  and  time  burdens  on  small  businesses. 

Question.  Are  you  participating  in  discussions  inside  the  administration  to  ensure 
that  the  President’s  health  care  plan  does  not  adversely  impact  small  business? 
What  specifically  is  your  role  in  that  regard? 

Answer.  SBA’s  role  is  to  educate  and  infonn  small  businesses  about  the  issues  in 
health  care  reform  and  the  proposed  solutions.  The  Agency  worked  closely  with  the 
Health  Care  Reform  Task  Force,  chaired  by  the  First  Lady,  in  order  to  express  the 
small  business  viewpoint  as  the  Administration's  plan  was  crafted. 

Small  businesses  have  a  huge  stake  in  healtn  care  reform.  They  pay  more  for 
hjalth  insurance  than  their  large  counterparts  and  their  costs  are  increasing  at  a 
much  faster  rate.  Small  business  and  their  employees  are  subject  to  occupational 
redlining  and  exclusions  for  pre-existing  conditions.  They  have  very  little  negotiat¬ 
ing  power  with  insurance  companies,  and  the  paperwork  burdens  are  enormous. 
Self-employed  individuals  have  only  a  25  percent  deduction  for  health  care  costs, 
while  other  businesses  have  100  percent.  I  have  spoken  with  literally  hundreds  of 
small  business  owners  over  the  past  nine  months,  and  I  am  committed  to  making 
these  concerns  known  to  the  Administration  and  Congress  as  the  health  care  reform 
debate  proceeds. 

Question.  Within  SBA,  the  Office  of  Advocacy  is  traditionally  seen  as  the  focal 
point  of  SBA  efforts  to  monitor  federal  regulations.  However,  unlike  last  year,  this 
year’s  budget  justification  does  not  contain  a  section  entitled  “improvement  of  gov¬ 
ernmental  policies  toward  small  business.”  Has  this  administration  changed  the  pri- 
maiy  objective  of  the  Office  of  Advocacy?  If  so,  what  is  now  the  primary  objective? 

Answer.  I  can  state  unequivocally  that  the  mission  of  the  Office  of  Aavocacy  has 
not  changed.  The  statute  which  created  the  office  remains  the  same  and  the  rresi- 
dent’s  nominee  for  the  position  of  Chief  Counsel  is  well  known  as  a  strong  advocate 
for  small  business  in  the  policy  making  arena. 

Question.  Will  the  proposed  budget  decrease  of  nine  positions  and  almost  $300,000 
in  1995  prevent  the  Office  of  Advocacy  from  adequately  examining  government  regu¬ 
lations  and  the  possible  adverse  impact  they  could  have  on  small  businessmen  and 
businesswomen? 

Answer.  I  am  confident  that  the  Offices  of  Advocacy  will  be  able  to  maintain  its 
vigilance  over  the  adverse  impact  of  government  regulations  on  small  business.  Like 
th  !  rest  of  the  SBA,  the  Office  of  Advocacy  must  work  smarter  and  do  more  with 
L.  Their  budget  cuts  are  in  line  with  those  undertaken  in  other  programs  of  the 
SBA  and  I  believe  that  the  strength  of  purpose  and  talent  of  the  Office  of  Advocacy 
will  enable  it  to  perform  its  role  oetter  than  ever.  Small  business  has  a  supportive 
administration  and  one  which  is  eager  to  achieve  the  goal  of  reducing  regulatory 
burdens. 


Question  Submitted  by  Senator  Mark  O.  Hatfield 

Question.  In  the  President’s  Budget  Submission  for  fiscai  year  1995,  there  is  a  re¬ 
quest  for  $30  million  for  your  agency  to  “pre-pay  the  Federal  Financing  Bank  for 
debentures  guaranteed  by  the  Administration  pursuant  to  section  503  of  the  Small 
Business  Investment  Act."  The  Congressional  Budget  Office  indicated  that  a  bill  I 
introduced  on  this  topic,  S.  737,  would  cost  much  more  than  $30  million.  How  does 
your  proposal  differ,  and  how  many  borrowers  would  be  helped  under  your  proposal? 
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Will  you  please  forward  the  specifics  of  the  Administration's  proposal  to  me  as  soon 
as  they  are  available? 

Answer.  The  Administration  bill  would  replace  the  603  penalty  with  the  504  pen¬ 
alty,  which  is  widely  accepted  by  small  business.  The  504  penalty  is  a  market-type 
pen^ty  that  has  been  used  in  the  604  loan  program,  successor  to  603,  since  1987. 
It  is  a  penalty  that  starts  at  one  year's  interest  if  the  loan  is  prepaid  in  the  first 
year,  followed  by  a  straight  line  reduction  to  zero  at  the  midpoint  of  the  loan's  matu¬ 
rity.  For  example,  on  a  twenty  year  loan,  the  penalty  would  be  one  year’s  interest 
if  the  loan  prepays  in  the  first  year,  half  of  one  years  interest  if  it  prepays  in  the 
fifth  year,  and  zero  if  it  prepays  after  the  tenth  year. 

A  borrower  wishing  to  prepay  would  have  to  pay  off  the  existing  503  loan,  but 
with  the  greatly  reduced  504  penalty.  Some  sources  that  a  borrower  could  use  to 
pay  off  the  503  loan  include  a  7(a)  loan,  conventional  financing,  proceeds  from  the 
safe  of  the  business,  borrower  savings,  etc.  Under  existing  law  a  new  504  loan  can¬ 
not  be  used  for  refinancing.  As  part  of  the  Administration  plan,  we  will  be  asking 
Confess  to  amend  the  Small  Business  Investment  Act  to  permit  a  604  loan  to  be 
used  to  refinance  a  503  loan.  The  change  would  be  limited  to  503  refinancings  only. 
These  would  be  processed  as  though  they  were  new  loans:  same  processing,  fees, 
and  credit  quality  standards.  The  Administration  has  requested  $30  million  in  its 
fiscal  year  1995  budget  to  fund  this  solution. 

S.  737  is  similar  to  the  Administration  bill.  The  maior  difference  is  that  S.  737 
does  not  authorize  504  loans  to  be  used  to  refinance  tne  603  loans  that  are  being 
prepaid. 

SBA  will  make  the  new  prepayment  opportunity  available  first  to  those  borrowers 
that  are  paying  the  highest  interest  rates.  SBA  will  notify  all  503  borrowers  with 
interest  rates  of  12  percent  or  higher  that  for  90  days  they  will  have  the  first  oppor¬ 
tunity  to  avail  themselves  of  the  lower  penalty.  About  28  percent  of  the  loan  dollars 
are  in  this  category.  After  90  days,  the  opportunity  to  prepay  at  a  lower  penalty 
will  be  opened  successively  to  borrowers  paying  interest  rates  below  12  percent, 
until  either  all  borrowers  are  covered  or  the  $30  million  has  been  exhausted. 

We  are  not  privy  to  the  CBO  analysis  of  your  bill.  It  is  possible  that  the  higher 
cost  estimate  for  your  bill,  S.  737,  arises  from  CBO  assuming  that  every  503  bor¬ 
rower  will  prepay.  The  Administration  does  not  share  this  assumption,  nor  do  the 
503  borrowers  themselves. 

I  wll  be  pleased  to  forward  to  you  the  specifics  of  the  Administration  proposal 
as  soon  as  it  is  available. 


Questions  Submitted  by  Senator  Siade  Gorton 
ONE  stop  capital  SHOPS 

Question.  How  will  you  determine  where  the  “One  Stop  Capital  Shops’’  are  lo¬ 
cated? 

Answer.  SBA  will  evaluate  the  proposals  of  those  communities  applying  for  des¬ 
ignation  as  an  empowerment  zone  or  enterprise  community  and  that  set  fortli  in  a 
detailed  strategic  plan  how  the  one-stop  shops  will  benefit  the  community.  SBA  will 
measure  the  proposals  for  a  one-stop  shop  against  the  criteria  stipulated  in  the  ap¬ 
plication  package. 

Question.  I  think  these  shops  could  play  a  strong  role  in  rural  communities.  How 
do  you  plan  on  making  sure  that  rural  communities  are  included  in  this  program? 

Answer.  SBA  is  committed  to  establishing  one-stop  capital  shops  in  at  least  three 
rural  empowerment  zones  or  entei^rise  communities. 

Question.  Will  there  be  an  application  process  so  interested  communities  won't  be 
looked  over? 

Answer.  Yes.  Communities  meeting  the  requisite  eligibility  criteria  may  apply  for 
designation  as  an  empowerment  zone  or  enterprise  community  (including  a  one-stop 
capital  shop)  through  the  application  process  in  effect  now  through  June  30,  1994. 

503  LOAN  prepayment  PENALTY 

Qwesrion.  Do  you  feel  that  $30  million  is  enough  to  address  the  problem?  Why  or 
why  not? 

Answer.  It  is  impossible  to  predict  borrowers  response  and  therefore  we  cannot 
say  with  certainty  now  many  will  prepay  and  how  much  additional  budget  authority 
will  be  needed.  Because  the  cost  cannot  be  predicted  with  certainty,  and  because  of 
the  difficulty  of  coming  up  with  any  funds  at  all  because  of  the  extraordinarily  tight 
budget,  SBA  believes  tnat  the  Administration’s  $30  million  request  is  a  prudent  way 
to  proceed.  A  survey  by  the  603  borrowers  themselves  indicates  that  al^ut  “20  per- 
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cent  would  and  could  relSnance  their  loans  if  the  prepayment  penalties  were  elimi¬ 
nated  or  substantially  mitigated.”  This  is  consistent  with  the  assumptions  that  un¬ 
derlie  the  $30  million  budget  request. 

Question.  How  does  this  figure  compare  to  figures  released  by  the  Office  of  Man¬ 
agement  and  Budget  and  the  Congressional  Budget  Office? 

Answer.  We  beheve  that  0MB  and  CBO  have  estimated  the  cost  of  fixing  the  503 
progr^  at  as  much  as  $160  to  $170  million.  These  estimates  assumed  that  eveiy 
loan  in  the  portfolio  would  be  prepaid.  In  practice  the  only  borrowers  who  would 
find  it  financially  advantageous  to  refinance  would  be  those  who  could  shave  several 
percentage  points  off  their  interest  rates.  Because  a  large  portion  of  the  portfolio  has 
interest  rates  that  are  not  enough  higher  than  a  new  rate,  only  those  borrowers  on 
the  upper  end  of  the  rate  scale  would  be  interested  in  refinancing.  In  addition,  not 
all  borrowers  would  be  eligible  for  refinancing  under  existing  credit  guidelines. 

Question.  As  you  know,  legislation  has  been  introduced  to  address  this  problem. 
Do  you  believe  it  must  be  passed  before  affected  individuals  can  prepay  their  loans 
without  the  harsh  penalties  that  are  currently  in  place,  or  can  this  issue  be  resolved 
administratively? 

Answer.  The  Administration  carefully  explored  a  number  of  administrative  op¬ 
tions,  but  determined  that  no  adriinistrative  solution  could  be  identified  that  would 
solve  the  problem  without  Congressional  action.  This  action  not  only  includes  the 
provision  of  appropriations,  but  also  legislative  changes  to  allow  prepayment 
through  the  504  program. 

Question.  Does  the  Administration  plan  to  offer  its  own  legislative  proposal  to  ad¬ 
dress  this  problem? 

Answer.  Yes.  The  Administration’s  proposal  is  similar  to  many  of  the  bills  intro¬ 
duced  in  this  Congress  to  reduce  the  503  prepayment  penalty.  In  fact,  the  Agency’s 
proposal  is  based  on  some  of  the  key  elements  in  these  bills,  as  well  as  the  results 
of  many  interagency  discussions  and  meetings,  the  needs  of  the  503  borrowers  and 
existing  budget  constraints. 

Following  is  a  summarv  of  our  proposal’s  major  provisions: 

— Payment — replaces  the  503  prepayment  formula  with  the  current  less  onerous 
504  prepayment  penalty  formula. 

— Opportunity— 503  borrowers  with  the  highest  interest  rates  (above  12  percent) 
would  be  able  to  apply  first. 

— Authorization — the  SB  A  is  requesting  $30  million  in  budget  authority  to  defray 
the  costs  of  the  prepayment  penalty  for  503  borrow'ers. 

— ^Available  credit — this  plan  allows  503  borrowers  to  refinance  using  the  SBA’s 
504  program. 

Question.  If  the  Administration  plans  to  offer  a  legislative  proposal,  how  does  it 
differ  from  the  legislation  I  have  cosponsored  which  was  introduced  by  Senator  Hat¬ 
field  (S.  737)? 

Answer.  S.  737  is  similar  to  the  Administration  bill.  The  major  difference  is  that 
S.  737  does  not  authorize  504  loans  to  be  used  to  refinance  the  503  loans  that  are 
being  prepaid. 


EXPORT  ASSISTANCE  CENTERS 

Question.  Washington  State  is  in  a  unique  position  to  maximize  international 
trade  opportunities.  The  services  provided  by  a  Puget  Sound-located  Export  Assist¬ 
ance  Center  seem  ideal  for  bringing  those  opportunities  to  life.  The  SBA  would  cer¬ 
tainly  be  ^tting  the  “best  bang  for  the  buck”  by  locating  a  center  in  the  Puget 
sound,  (a)  Do  you  agree?;  (b)  What  criteria  were  used  to  determine  where  these  will 
be  located?;  (c)  How  will  you  determine  where  the  ten  centers  slated  for  opening  in 
1995  will  be  located? 

Answer.  The  Export  Assistance  Center  project  has  been  launched  in  Miami,  Balti¬ 
more,  Chicago,  and  Los  Angeles.  During  this  first  year  of  operation  the  Trade  Pro¬ 
motion  Coordinating  Committee  (TPCC)  will  be  adjusting  and  fine  tuning  programs 
and  services  offered  by  the  United  States  Expert  Assistance  Centers  (USEAu’s)  to 
fit  the  needs  and  demands  of  the  export  communities  they  serve.  Should  the  services 
of  the  USEAC’s  prove  to  be  as  helpful  to  the  business  community  as  we  believe  they 
will  be,  we  will  proceed,  as  stateii  in  the  TPCC  report  of  September  30,  1993,  to 
open  an  additions  ten  sites  next  year  to  expand  this  service. 

The  TPCC  Working  Group  on  USEAC’s  is  presently  developing  criteria  which  will 
be  used  to  determine  future  site  selections.  These  are  based  on  statistical  data  such 
as  centers  of  manufacturing,  manufactured  exports  and  agency  resources.  Your 
points  about  the  state  of  Washington  are  well  made  and  we  \^1  keep  them  in  mind 
when  considering  future  site  selections. 
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PACIFIC  NOm  HWBST  SALMON  FISHERY  AND  THE  SBA 

Question,  Based  upon  forecasts  made  by  state  fisheries  managers  and  the  North 
Pacific  Fisheries  Management  Council,  it  appears  likely  that  there  will  be  either  a 
very  limited  salmon  fishery  or  no  salmon  fisneiy  at  all  off  the  Washington  and  Or¬ 
egon  coasts  this  year.  This  would  be  a  devastating  blow  to  coastal  communities  that 
dej^nd  upon  commercial  fishing,  recreational  fishing  and  associated  tourism. 

Though  human  impacts  have  undoubtedly  played  a  role  in  the  decline  of  North¬ 
west  salmon  stocks,  it  is  apparent  that  this  year's  dramatic  decrease  in  run  sizes 
is  due  largely  to  natural  conditions  in  the  ocean,  A  persistent  El  Nino  effect  has 
been  cited  as  a  likely  culprit. 

There  is  little  we  can  do  to  increase  salmon  runs  in  the  short  term.  However,  it 
is  important  that  we  take  measures  to  mitigate  the  economic  impact  of  the  potential 
cancellation  of  the  fishery. 

What  existing  SBA  programs  are  available  to  help  these  communities? 

Would  the  widely  acknowledged  impact  of  “adverse  ocean  conditions"  qualify 
coastal  businesses  for  SBA  disaster  loans? 

Are  there  characteristics  of  the  fishing  industry  that  might  make  it  difficult  for 
impacted  businesses  to  qualify  for  assistance?  If  so,  how  might  these  difficulties  be 
remedied? 

Are  you  aware  of  any  programs  outside  of  the  SBA  that  might  be  helpful  to  im¬ 
pacted  communities? 

Would  the  SBA  be  willing  to  work  with  me  to  disseminate  this  type  of  information 
to  impacted  communities  before  the  situation  becomes  critical? 

Answer.  Public  Law  100-590  enacted  in  1988,  among  other  things,  in  Section 
119(b)(2)  defined  the  term  “disaster"  for  the  purposes  of  Small  Business  Administra¬ 
tion  (SBA)  disaster  loans  authorized  under  Section  7b  of  the  Small  Business  Act  as 
follows:  “*  ♦  *  a  sudden  event  which  causes  severe  damage  including,  but  not  lim¬ 
ited  to,  *  ♦  *  ocean  conditions  resulting  in  the  closure  of  customary  fishing  wa¬ 
ters,  *  *  *  except  it  does  not  include  economic  dislocations." 

It  is  clear  in  the  legislative  history  Public  Law  100-590  that  the  term  disaster 
includes  any  sudden  event  which  causes  severe  damage  or  economic  injury.  Also, 
this  history  further  indicates  that  the  SBA  should  not  disqualify  otherwise  eligible 
Governor's  requests  for  disaster  assistance  solely  because  those  affected  suffer  eco¬ 
nomic  injury  due  to  events  which  may  not  result  in  physical  damage  (including 
ocean  conditions  such  as  the  El  Nino  phenomenon). 

In  order  for  me  to  consider  a  disaster  declaration  which  is  not  based  upon  phj^al 
damage,  the  Governor  of  the  affected  disaster  area  must  certify  that  small  busin&s€k 
concerns  in  the  State  have  suffered  substantial  economic  injury  as  a  result  of  the 
disaster  to  such  a  degree  as  to  warrant  Federal  involvement  in  the  form  of  sub¬ 
sidized  loans.  Generally  this  requirement  will  be  satisfied  if  five  small  business  con¬ 
cerns  in  the  State  (including  at  least  one  from  each  affected  county)  have  suffered 
substantial  economic  injury.  These  reouirements  are  contained  in  our  regulations  at 
13  CFR  subsection  123.41(a),  a  copy  oi  which  is  enclosed. 

If  the  Governor  should  request  an  economic  injury  disaster  declaration  that  covers 
economic  injury  to  coastal  businesses  as  a  result  of  a  decline  in  the  salmon  fishery, 
the  Governor  could  cite  recognized  marine  fishery  experts’  opinion  that  the  “adverse 
ocean  conditions"  were  sudden  and  were  caused  by  the  El  Nino  phenomenon. 

In  order  to  qualify  for  economic  injury  disaster  loans,  the  financial  condition  of 
applicant  fishing  industry  concern  must,  like  any  other  small  business  applicant 
concern,  show  a  change  in  its  financial  condition  attributable  to  the  effect  of  the  spe¬ 
cific  declared  disaster  which  results  in  its  inability  to  meet  its  obligations  as  they 
mature,  and  to  pay  its  ordinary  and  necessary  operating  expenses.  Of  course,  the 
applicant  business  must  show  that  it  does  not  have  crecut  available  elsewhere  and 
can  demonstrate  repayment  ability. 

In  addition  to  a  possible  economic  injury  disaster  declaration,  the  SBA  can  pro¬ 
vide  assistance  to  businesses  in  the  effect^  communities  through  our  Agency  pro¬ 
grams  of  financial,  management  and  other  assistance. 

Although  I  am  unaware  of  other  programs  outside  of  the  SBA  that  might  be  of 
assistance  to  impacted  communities,  the  SBA  would  be  happy  to  assist  you  in  your 
efforts  to  help  businesses  in  the  State  access  our  programs. 

{§  123.28—13  CFR  CH  1  (1-1-93  EDITION)) 

§  123.41  General  provisions. 

(a)  Substantial  Economic  Injury  for  purposes  of  this  subpart  means  a  change  in 
the  financial  condition  of  a  small  business  concern  or  small  agricultural  cooperative 
attributable  to  Uie  effect  of  a  specific  declared  Disaster,  as  defined  (see  §  123.3),  re¬ 
sulting  in  the  inability  of  such  small  concern  to  meet  its  obligations  as  they  mature. 
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and  to  pay  its  ordinapr  and  necessary  operating  ez^nses.  If  a  small  concern  was 
establislieil  or  has  undergone  a  substantial  change  of  ownership  (more  than  60  per¬ 
cent)  aft^r  an  impending  economic  injury  became  apparent  and  no  contract  of  sale 
existed  at  that  time  the'  owner  shall  be  deemed  to  have  assumed  that  risk,  and  not 
to  have  incurred  economic  injury.  Loss  of  anticipated  profits  or  a  drop  in  sales  which 
is  not  disaster-related,  is  not  considered  an  economic  iryury  for  nurposes  of  this  sub¬ 
part.  Evidence  of  los.s  or  iiyu^  and  of  the  cause  thereof,  satisfactory  to  SBA,  must 
De  provided  by  the  applicant  (OMB  Approval  No.  3245-0()17). 

SUBCOMMITTEE  RECESS 

Senator  Rollings.  We  will  be  in  recess  until  Thursday  at  10 
a.m.  when  we  will  hear  from  the  Supreme  Court  and  the  Federal 
judiciary. 

[Whereupon,  at  12:08  p.m.,  Tuesday,  March  1,  the  subcommittee 
was  recessed,  to  reconvene  at  10  a.m.,  Thursday,  March  3.] 
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DEPARTMENTS  OF  COMMERCE,  JUSTICE,  AND 
STATE,  THE  JUDICIARY,  AND  RELATED 
AGENCIES  APPROPRIATIONS  FOR  FISCAL 
YEAR  1995 


THURSDAY,  MARCH  3,  1994 

U.S.  Senate, 

Subcommittee  of  the  Committee  on  Appropriations, 

Washington,  DC, 

The  subcommittee  met  at  10  a.m.,  in  room  S-146,  the  Capitol, 
Hon.  Ernest  F.  Hollings  (chairman)  presiding. 

Present:  Senators  Hollings,  Domenici,  Stevens,  and  Hatfield. 

THE  JUDICIARY 

Supreme  Court 


statements  OF: 

ANTHONY  M.  KENNEDY,  JUSTICE 

DAVID  HACKETT  SOUTER,  JUSTICE 

ACCOMPANIED  BY: 

WILLIAM  SUTER,  CLERK  OF  THE  COURT 

TONY  DONNELLY,  DIRECTOR  OF  BUDGET  AND  PERSONNEL 

ALFRED  WONG,  MARSHAL  OF  THE  COURT 

ROBB  JONES,  ADMINISTRATIVE  ASSISTANT  TO  THE  CHIEF  JUS¬ 
TICE 

RICK  SCmCKELE,  LEGAL  OFFICER 

BUDGET  REQUEST 

Senator  Holdings.  This  morning  the  subcommittee  will  continue 
its  review  of  the  fiscal  year  1995  budget  by  hearing  testimony  from 
the  Supreme  Court  and  the  judiciary. 

Wo  will  begin  with  the  Supreme  Court,  whose  1995  request  to¬ 
tals  $27,403,000.  The  budget  request  for  the  Court  is  once  again 
very  modest  this  year,  representing  an  increase  of  $1.5  million  over 
the  amount  appropriatea  last  year  and  including  no  requests  for 
program  increases  or  enhancements. 

Testifying  before  the  subcommittee  this  morning  we  want  to  wel¬ 
come  Justice  Kennedy  and  Justice  Souter.  We  are  honored  to  have 
you  both  her  e.  Sorry  to  bring  you  out  in  this  kind  of  weather. 

Senator  Domenici.  Are  you  really  sorry? 

Senator  Holdings.  Yes;  to  tell  you  the  t^th,  because  we  are 
going  to  approve  what  they  ask  for,  and  this  is  the  only  crowd  that 
asks  for  less. 
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Justice  Kennedy.  We  are  glad  to  be  here  under  any  cir¬ 
cumstances. 

Senator  Hollings.  Yes,  sir. 

Senator  Domenici.  They  can  determine  their  own  caseload,  how¬ 
ever. 

Senator  Hollings.  Well,  their  caseload  keeps  going  up.  Their 
budget  stays  essentially  constant.  These  increases  they  nave  re¬ 
quested  are  really  for  the  uncontrollable  expenses  such  as  salaries, 
travel,  law  books,  and  those  kinds  of  things.  But,  the  caseload  actu¬ 
ally  has  increased.  In  1991,  it  was  6,770;  in  1992,  7,245;  in  1993, 
7,591.  So  it  certainly  is  on  the  increase. 

Justice  Kennedy.  It  is.  Senator. 

Senator  Rollings.  Let  me  recognize  you,  Mr.  Justice. 

Senator  Domenici.  Let  me  just  make  a  brief  statement. 

Senator  Rollings.  Sure. 

Senator  Domenici.  I  have  only  been  a  ranking  member  for  1 
year,  and  I  think  you  know  Justice  Souter  I  replaced  your  good 
friend,  the  Senator  from  New  Hampshire,  in  this  position.  I  have 
been  on  the  committee  a  long  time,  but  I  decided  this  was  a  most 
interesting  subcommittee  so  I  joined  my  friend,  Senator  Hollings, 
and  I  welcome  you  here. 

Clearly,  there  isn't  any  question  that  we  are  operating  with  rath¬ 
er  tight  resources.  But  frankly,  the  Supreme  Court's  budget  would 
be  considered  a  frugal  one,  and  I  am  delighted  to  be  here  just  to 
hear  what  you  have  to  say  about  our  process  of  funding  the  Su¬ 
preme  Court.  Thank  you  so  much. 

Justice  Kennedy,  Thank  you  very  much,  Senator. 

PREPARED  statements 

Senator  Holdings.  We  have  received  your  written  testimony 
which  will  be  placed  in  the  record  along  with  the  written  testimony 
of  George  M.  White,  Architect  of  the  Capitol,  and  then  we  would 
be  delighted  to  hear  from  you,  sir. 

[The  statements  follow:] 

Statement  of  Anthony  M.  Kennedy 

Mr.  Chairman  and  Members  of  the  Committee,  Justice  Souter  and  I  appreciate 
this  opportunity  to  appear  before  your  Committee  to  address  the  budget  require¬ 
ments  of  the  Supreme  Coui't  for  the  fiscal  year  1995. 

We  have  with  us  today  Robb  Jones,  Administrative  Assistant  to  the  Chief  Justice; 
Alfred  Wong,  Marshal  of  the  Court;  and  Tony  Donnelly,  Director  of  Budget  and  Per¬ 
sonnel. 

The  budget  request  is  divided  into  two  parts.  The  first  part  is  Salaries  and  Ex¬ 
penses  of  tne  Court,  and  the  second.  Care  of  the  Building  and  Grounds.  The  total 
fiscal  year  1995  budget  for  Care  of  the  Building  and  Grounds  is  $3,080,000.  Mr. 
George  VHiite,  Architect  of  the  Capitol,  will  submit  a  statement  to  the  Subcommittee 
regarding  his  segment  of  the  total  budget. 

Our  total  fiscal  year  1995  budget  estimate  for  Salaries  and  Expenses  is 
$24,323,000.  This  is  an  increase  of  $1,323,000  over  the  budget  authority  for  1994. 
The  entirety  of  this  increase  consists  of  base  adjustments.  The  major  part  of  those 
adjustments,  $1,146,000  represents  authorized  increases  in  salary  and  benefit  costs. 
The  remaining  base  adjustments  of  $177,000  are  for  inflationary  increases  in  var¬ 
ious  fixed  cos^,  allowing  us  to  keep  up  with  the  lising  costs  of  normal  activity. 

We  do  not  propose  funding  for  any  new  programs  this  year.  We  find  that,  with 
adjustments  tor  inflation,  the  budget  base  the  Committee  has  approved  for  the 
Court  is  adequate  to  cover  our  anticipated  needs  for  fiscal  year  1995.  Nonetheless, 
we  believe  it  is  important  that  the  Committee  understand  the  efforts  the  Court  has 
undertaken  to  restructure  its  operations  in  order  to  continue  to  live  within  its  budg- 
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et  and  why,  given  the  continued  increase  in  the  numbers  of  filings  with  the  Court, 
we  may  need  to  seek  program  increases  at  some  point  in  the  future. 

We  call  the  Committee's  attention  to  the  Court's  increasing  workload.  Unlike 
many  agencies  that  appear  before  this  committee,  the  courts  have  little  or  no  ability 
to  regulate  the  amount  of  work  they  must  do.  Instead,  they  must  accept  all  the 
cases  that  are  filed  and  handle  them  the  best  they  can. 

The  charts  and  graphs  we  have  included  in  our  submission  from  page  1.7  through 
1.13,  illustrate  the  continuing  growth  in  the  In  Forma  Pauperis  (IFP)  filings  and 
the  breakdown  of  the  Court’s  workload  between  civil,  criminal  and  habeas  corpus 
cases  docketed  and  argued.  The  number  of  cases  carried  over  to  the  next  term  re¬ 
mains  constant,  indicating  that  the  Court  continues  to  keep  up  with  the  increasing 
caseload.  The  statistics  do  not  reflect,  however,  the  hidden  workload  of  the  Court, 
such  as  returning  for  essential  corrections  approximately  three  IFP  petitions  for 
every  two  that  are  docketed,  returning  about  100  stay  applications  each  year  that 
fail  to  comply  with  the  Rules  of  the  Court,  and  tracking  capital  cases  that  do  not 
involve  an  application  to  the  Supreme  Court  or  do  not  result  in  an  order  of  the  Su¬ 
preme  Court. 

The  increasing  burden  of  coital  cases  illustrates  what  the  Court  must  deal  with. 
There  are  approximately  2,800  prisoners  under  death  sentence  in  the  United  States. 
Virtually  all  of  those  prisoners  will  seek  review  of  their  cases  in  the  Supreme  Court, 
many  of  them  througn  last-minute  stay  applications  on  the  eve  of  their  scheduled 
execution  dates.  As  you  can  see  from  the  t^le  contained  at  page  1.9  of  our  budget 
submission,  the  number  of  these  stay  applications  has  increased  steadily  over  the 
Mst  few  years.  We  have  had  to  adjust  our  working  procedures  and  add  staff  in  the 
Clerk’s  Office  to  accommodate  these  increases.  We  e^ect  this  trend,  represented  by 
the  figures  in  the  table,  to  continue. 

Over  the  past  three  years  or  so  we  have  taken  advantage  of  automation  and  other 
efficiencies  to  redesignate  functions  and  positions.  This  enabled  us  to  hire,  as  vacan¬ 
cies  became  available,  more  skilled  personnel,  in  higher  grades,  all  within  existing 
appropriation  authority.  As  a  result,  we  have  not  found  it  necessary  to  request  any 
auditions  to  staff.  But  it  is  important  to  add  that  we  now  have  exhausted  these 
means  of  confronting  an  ever  increasing  caseload.  We  think  it  inevitable  that  for  fis¬ 
cal  year  1996  we  will  consider  it  necessary  to  request  at  least  one  new  employee 
position.  Most  likely  this  will  be  in  the  Clerk’s  office,  where  the  burden  of  analysis 
and  docketing  in  additional  cases  has  the  most  direct  impact. 

This  concludes  a  brief  summary  of  our  request.  We  will  be  happy  to  respond  to 
any  questions  ^at  the  members  of  the  Committee  may  have. 


Statement  of  George  M.  White,  Architect  of  the  Capitol 

Mr.  Chairman  and  Members  of  the  Committee:  I  am  pleased  to  present  the  fiscal 
year  1995  appropriation  request  for  the  care  and  maintenance  of  the  Supreme  Court 
Building  ana  Grounds.  As  you  know,  the  Architect  of  the  Capitol,  by  authority  of 
the  Act  of  May  7,  1934,  is  responsible  for  the  structural  and  mechanical  care  of  the 
United  States  Supreme  Court  Building  and  Grounds.  We  are  not  charged  with  re- 
sponsibiliW  for  custodial  care,  which  is  under  the  jurisdiction  of  the  Marshal  of  the 
Supreme  Court  and  is  provided  for  in  another  appropriation. 

FISCAL  YEAR  1995  BUDGET  REQUEST 

In  our  prepared  justifications  for  1995,  a  total  appropriation  of  $3,080,000  is  re¬ 
quested.  This  represents  an  increase  of  $230,000  over  the  1994  appropriation  of 
$2,850,000. 

Mandatory  adjustments  for  various  pay  and  benefits  increases  are  requested  in 
the  amount  of  $239,000  and  price  level  increases  total  $126,000,  primarily  for  the 
cost  of  water  and  sewer  services  charged  by  the  District  of  Columbia.  These  items 
are  offset  by  reductions  for  a  transfer  of  lease  costs  for  space  rented  in  the  Thurgood 
Marshall  Federal  Judiciary  Building  to  the  United  States  Courts  salaries  and  ex¬ 
penses  appropriation  in  the  amount  of  $130,000,  and  $5,000  for  one  less  compen¬ 
sable  day  in  uscal  year  1995.  All  increases  and  decreases  are  detailed  in  the  budget 
justification. 

There  are  no  new  workload  increases  or  improvements  in  sendees  requested  in 
this  budget.  However,  it  is  requested  that  $160,000  be  maintained  in  the  budget 
base  for  approximately  five  years  for  continuation  of  the  elevator  improvements  pro¬ 
gram  in  the  Supreme  Court  building.  ,  i-* 

That  concludes  my  statement  on  the  needs  for  fiscal  year  1995  for  the  Care  of 
the  Supreme  Court  Building  and  Grounds.  I  will  be  most  happy  to  supply  the  Sub¬ 
committee  with  any  further  information  that  is  needed  for  the  record. 
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STATEMENT  OF  JUSTICE  KENNEDY 

Justice  Kennedy.  Mr.  Chairman,  Justice  Souter  and  I  bring  you 
greetings  from  the  Chief  Justice  and  from  my  colleagues.  We  have 
here  with  us  today  officers  and  staff  of  our  Court:  Mr.  William 
Suter,  the  Clerk  of  the  Court,  and  Mr.  Tony  Donnelly,  who  is  Di¬ 
rector  of  Budget  and  Personnel;  Alfred  Wong,  Marshal  of  the  Court; 
Robb  Jones,  the  Administrative  Assistant  to  the  Chief  Justice  and 
Rick  Schickele,  our  Legal  Officer. 

As  you  pointed  but,  Mr.  Chairman,  our  budget  request  is  really 
in  two  parts:  The  first  is  for  expenses  and  salaries  for  the  oper¬ 
ations  of  the  Court,  and  that  is  the  $24,323,000,  which  is  an  in¬ 
crease  of  $1,323,000;  the  second  is  a  budget  request  of  $3,080,000 
for  the  buildings  and  grounds  which  has  been  addressed  separately 
in  the  written  statement  of  George  M.  White,  Architect  of  the  Cap¬ 
itol. 

As  you  pointed  out,  Mr.  Chairman,  the  increase  for  the  Court  is 
not  to  the  base.  These  are  just  adjustments  to  the  base.  They  con¬ 
sist  of  what  we  consider  to  be  necessary  and  authorized  and  re¬ 
quired  increases  in  salaries  and  benefits.  That  is  the  major  part  of 
the  increase;  $177,000  of  the  increase  is  for  a  rise  in  fixed  costs 
from  ordinary  inflationary  increases,  such  as  in  the  cost  of  books. 
Books  seem  to  go  up  even  more  than  the  inflation  rate. 

We  had  generated  internally  and,  we  thought,  justifiably,  re¬ 
quests  for  four  additional  staff  positions,  but  our  people  advised  us 
that  for  the  coming  fiscal  year  we  can  live  within  the  existing  base 
and  with  the  budget  that  we  have  submitted  to  you  for  your  ap¬ 
proval. 

I  think  it  is  important  that  we  point  out  the  very  substantial  ef¬ 
forts  and  acute  measures  that  our  staff  has  taken  in  order  to  live 
within  the  budget  in  light  of  the  increases. 

At  page  1.10  of  the  submittal  you  will  see  a  chart  showing  the 
workload  of  the  Court  in  terms  of  filings.  The  lower  line  are  the 
so-called  paid  dockets,  and  that  remains  relatively  constant. 

The  unpaid  docket  consists  almost  wholly  of  criminal  cases  and 
is  on  a  steady  increase.  Senator,  since  I  have  been  here,  in  5  years 
it  has  increased  more  than  40  percent.  A  lot  of  people  think  that 
these  are  pro  se,  frivolous  cases,  but  that  is  not  right.  These  are 
the  criminal  cases  with  CJA  counsel  as  well  as  pro  se,  and  from 
this  our  criminal  docket  is  generated. 

Wliat  you  see  here  is  a  tremendous  burden  on  our  staff,  because 
all  of  these  cases  have  to  be  processed.  For  every  two  criminal  fil¬ 
ings  that  are  accepted  three  are  turned  back.  You  do  not  ^ee  that 
there.  Our  people  nave  been  quite  resourceful  in  shifting  and  redes¬ 
ignating  and  reassigning  positions  as  vacancies  come  up  in  order 
to  take  care  of  automation.  Automation  is  not  necessarily  a  cost 
saving.  You  have  to  have  a  more  skilled  person  to  do  it,  but  we 
have  done  that,  and  by  judicious  reallocation  we  have  managed  to 
stay  within  existing  staff  levels  and  yet  meet  this  workload. 

Capital  cases  present  another  example  of  hidden  costs.  On  page 
1.9  you  will  see  the  applications  for  stay  in  capital  cases.  Again, 
these  are  the  ones  that  finally  get  to  us.  Our  people  are  required 
to  track  the  stay  applications  in  the  lower  court,  so  that  number 
of  80  here  is  just  the  number  of  capital  cases  that  we  get  that  we 
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must  act  on,  and  that  is  about  one  every  3y2  days.  These  are  very, 
very  substantial  matters,  but  our  clerk’s  office  is  tracking  far  more 
of  these  to  ensure  that  we  know  about  the  SO  that  we  do  get.  The 
2,800  condemned  prisoners  in  the  United  States,  again,  is  a  very, 
very  substantial  burden  on  the  Court  and  on  our  resources. 

wTiile  we  have  been  successful,  Senator,  in  living  within  our 
staff,  meeting  these  demands,  we  think  that  we  have  run  out  of  op¬ 
tions  and  alternatives,  and  we  anticipate  that  next  year  we  will 
come  to  you  with  a  request  for  an  increase  of  staff.  But  as  of  this 
year,  we  can  live  within  the  existing  base,  and  we  are  quite  satis¬ 
fied  that  the  submittal  we  have  made  to  you  is  adequate  for  our 
needs. 

I  don’t  know  if  Justice  Souter  has  some  comments  at  this  time 
or  would  prefer  to  wait  for  your  questions. 

Justice  Souter.  I  understand  that  I  am  really  here  to  carry  Jus¬ 
tice  Kennedy’s  briefcase.  [Laughter,] 

I  will  wait. 

Senator  Rollings.  You  have  got  to  watch  your  remarks.  I  will 
never  forget  when  Justice  Stewart  came  before  the  committee.  Jus¬ 
tice  White  and  he  came  together.  Justice  White  and  Justice  Stew¬ 
art  were  very  serious  about  transportation  costs.  The  Chief  Justice 
had  a  limousine,  but  the  Court  wanted  to  be  very  economical  and 
frugal  and  they  just  wanted  to  get  a  Ford  to  use;  they  got  down 
to  how  many  miles  per  gallon  and  evei^thing  else;  what  the  Ford 
cost  versus  the  limousine.  I  looked  at  him,  and  I  said,  ^‘Mr.  Justice, 
have  you  ever  thought  of  bussing?”  [Laughter.] 

Potter  Stewart  never  did  formve  me  for  that.  [Laughter.] 

Justice  I^NNEDY.  In  those  days  they  thought  of  Tittle  else,  Sen¬ 
ator.  [Laughter,] 

REVIEW  OF  PETITIONS  FOR  CERTIORARI 

Senator  Rollings.  The  first  question  I  have  is  really  one  of  the 
policy  itself  of  permitting  the  Court  staff  to  determine  cases  meri¬ 
torious  of  review.  In  other  words,  I  am  the  lawyer;  I  bring  the 
cases.  While  I  know  we  have  got  supreme  confidence  in  the  justices 
of  the  Court,  I  would  have  sort  of  an  unsteady  feeling  if  I  was 
stiffed  and  my  case  never  was  reviewed  by  a  justice  or  the  justices 
themselves.  Do  you  see  what  I  am  sajdng? 

Row  many  hundreds  of  cases  or  thousands  of  cases  do  you  re¬ 
ceive?  You  said  three  out  of  the  five  cases  never  get  to  you.  Then, 
you  are  looking  at  the  two  and  the  staff  is  looking  at  the  three? 
Do  you  ever  reSly  get  a  final  look-see  at  that  three? 

Justice  Kennedy.  Oh,  yes. 

Senator  Rollings.  To  approve  the  staff  review  of  it? 

Justice  Kennedy.  As  you  know,  we  have  a  memo  prepared  by 
one  of  our  clerks.  Every  docketed  petition  for  certiorari  is  assigned 
to  a  law  clerk  in  the  cert.  pool.  While  we  have  different  methods 
in  our  chambers,  I  look  at  every  one  of  those  memos. 

Senator  Rollings.  That  is  good.  The  reason  I  approach  the  en¬ 
tire  question  with  the  idea  of  a  modest  request  is  that  over  the 
years  I  have  watched  the  Court,  and  they  never  have  really  come 
in  with  any  kind  of  extravagant  request.  The  fact  is  when  Justice 
Lewis  Powell  came  on,  and  having  practiced  with  him,  he  was  tell¬ 
ing  me  how  he  had  better  facilities  over  in  his  own  law  office  in 
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Richmond  than  what  we  had  up  here  in  the  Supreme  Court.  This 
was  a  shock  to  me.  So,  we  went  to  work  and  got  word  processing 
and  found  clerks  who  were  smart  and  could  also  type.  We  cleaned 
it  up  so  YOU  folks  can  really  think,  get  out,  get  around,  and  experi¬ 
ence  real  life  and  make  the  judgments  that  you  make. 

We  are  not  cutting  that  staff  too  closely  then? 

Justice  Kennedy.  Not  at  this  point,  and  so  far  as  our  personal 
staff,  and  Justice  Souter  might  want  to  comment  as  well,  I  would 
not  want  more  than  four  personal  law  clerks.  I  just  don't  think  I 
could  pay  enough  attention  to  them  and  make  it  worth  their  while 
as  well  as  worth  mine  to  have  them. 

As  you  know,  these  are  wonderful  young  people  here  with  us  for 
1  year,  and  we  take  all  of  that  energy  tnat  they  have  and  I  tell 
them,  *Tfou  will  have  to  work  here  until  midnight.  I  can't  do  that, 
but  you  are  going  to  have  to  be  here  until  midnight  finishing  that 
work,”  and  thev  do  it.  Thev  are  wonderful  people. 

But  it  would  be  difficult  for  me  to,  I  think,  absorb  a  fifth  law 
clerk.  We  are  concerned  about  it,  because  we  are  looking  at,  in  just 
a  few  years,  10,000  filings. 

Senator  Hollings.  Right.  Both  of  you  look  at  it,  and  if  there  is 
a  different  judgment  or  you  feel  otherwise,  please  let  us  know, 

FEDERALIZING  CRIMES 

As  you  know,  the  crime  bill  is  now  before  the  House  and  it  seems 
we  are  trying  to  federalize  every  crime.  Up  here  in  Washington,  we 
try  to  identity;  we  don't  solve  any  problems,  but  we  sure  do,  as  the 
Court  says,  identify. 

So,  we  are  federalizing  everything  that  we  can.  If  a  crime  was 
committed  with  a  pistol  here,  we  have  got  minimum  sentences 
there,  guidelines  and  everything  else.  With  this  superimposition  of 
criminal  work  on  the  Court  itself,  I  am  concerned  that  we  not  turn 
you  folks  into  a  police  court  where  you  are  looking  at  the  records 
and  everything  else  of  that  kind  and  have  no  time  for  civil  work. 

Justice  Kennedy.  You  said  the  magic  words,  “police  court,”  be¬ 
cause  we  are  very,  very  concerned  that  that  is  going  to  be  the  effect 
of  a  number  of  these  proposals. 

Right  now  in  the  U.S.  distri,.t  courts  about  48  percent,  just  under 
50  percent,  of  all  trials  are  criminal.  Of  our  civil  docket  in  the  dis¬ 
trict  courts,  96  percent  of  the  civil  filings  settle;  only  4  percent  of 
those  cases  are  tried.  In  part  it  is  because  the  civil  docket  is  hard 
to  reach. 

We  are  very  concerned  about  the  character  of  our  Federal  sys¬ 
tem,  of  our  Federal  courts.  We  need  judges  that  can  try  com¬ 
plicated  antitrust  cases  and  securities  cases  and  to  enforce  the  Fed¬ 
eral  law  in  copyright  and  patent  areas.  If  you  tell  a  judge  that  he 
or  she  is  going  to  be  spending  80  percent  of  judge  time  on  minor 
criminal  matters,  he  or  she  is  not  going  to  be  interested  in  taking 
that  position. 

So  we  are  very  concerned  about  what  these  proposals  will  do  to 
the  character  of  the  Federal  Court  and,  of  course,  the  underlying 
observation  that  you  made  as  to  your  statement  is  that  it  involves 
the  whole  Federal  system,  the  whole  Federal  balance. 

Senator  ROLLINGS.  Is  it  appropriate  that  we  even  ask  about  the 
crime  bill?  Do  you  have  any  comment?  Have  you  folks  in  your  trav- 
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els  and  in  conversations,  have  you  heard  comments  or  suggestions, 
rather,  to  the  crime  bill  that  we  have  under  consideration  now? 

I  can  understand  if  you  wouldn’t  want  to,  but  if  you  did,  it  would 
be  very  helpful  to  both  of  us;  I  can  tell  you  that. 

Senator  DOMENICI.  Mr.  Chairman. 

Senator  Rollings.  Yes. 

Senator  Domenici.  Could  I  comment  on  your  previous  statement 
just  for  a  moment? 

Senator  Rollings.  Sure.  Yes. 

Senator  Domenici.  First,  let  me  assure  you  that  this  Senator  is 
aware  of  the  dignity  of  the  U.S.  Supreme  Court.  It  is  one  of  the 
very,  very  interesting  phenomena  of  our  system,  that  when  you  in¬ 
terpret  the  laws  people  conclude  that  it  is  the  law,  and  that  isn’t 
the  case  in  very  many  places  in  history. 

So  I  clearly  am  on  the  side  of  funding  the  U.S.  Supreme  Court 
to  the  extent  that  the  Justices,  whom  I  consider  to  be  very,  very 
honorable  people,  say  we  need  the  funding. 

Mr.  Chairman,  I  happened  by  accident,  coincidence,  to  know 
about  four  of  their  clerks.  That  is  because  three  that  I  know  were 
in  the  same  graduating  class  at  Stanford  as  one  of  my  sons.  So  as 
they  migrated  back  here  I  got  to  see  them.  I,  on  occasion,  have  a 
dinner  with  them.  They  don’t  talk  about  the  details,  about  the  sub¬ 
stance,  but  they  sure  do  talk  about  the  workload,  and  there  isn’t 
any  question  that  to  the  extent  that  you  now  have  a  system  of 
using  them,  they  work,  and  I  am  sure  they  work  in  a  way  that  is 
helpful  to  all  of  you. 

Clearly,  from  the  ones  I  have  met,  you  are  getting  some  rather 
exceptional  talent.  They  might  be  overenergized,  but  that  is  one  of 
the  marvels  of  growing  up,  and  we  surely  shouldn’t  be  very  upset 
about  that. 

Raving  said  that,  let  me  tell  you,  Mr.  Chairman,  and  Justices, 
I  decidea  to  take,  on  this  last  visit  to  my  home  State,  to  take  2 
days  and  talk  to  policemen — policemen  who  work  the  beat  of  our 
high  schools  or  deal  with  gangs,  so  they  almost  are  assigned  to 
schools,  Mr.  Chairman;  to  the  30  or  40  just  ready  to  go  out  on  the 
beat.  I  come  to  the  conclusion  that  in  my  State,  and  I  think  it  may 
be  the  case  almost  everywhere,  that  the  law  enforcement  people 
feel  the  criminal  justice  system  at  the  State  level  doesn’t  work. 

It  is  not  your  job,  it  is  ours,  to  talk  to  these  people  and  find  out 
the  problems.  But  they  are  saying  the  juvenile  codes  of  the  States 
are  not  current  with  the  kinds  of  problems  we  have  got  today.  They 
are  saying  crooks  and  criminals  know  how  to  beat  the  system,  and 
Justice  Souter,  let  me  tell  you  what  they  said  to  me.  They  said: 

If  you  will  stay  around  with  me  for  2  or  3  days,  we  will  identify  every  hardnosed 
teenaged  criminal  in  a  school.  We  know  them  by  name;  we  know  who  they  are;  we 
know  what  they  have  done  and  we  know  what  they  are  going  to  do  next,  and  noth¬ 
ing  happens. 


EXPANSION  OF  FEDEP^  JURISDICTION 

Frankly,  I  am  not  in  accord  with  the  proposition  that  we  should 
not  expand  the  criminal  jurisdiction  of  the  Federal  system.  I  am  for 
doing  that,  and  I  am  for  giving  them  resources  to  do  it,  because  I 
believe  that  the  system  that  is  working  in  terms  of  criminal  justice 
is  your  system.  I  mean,  if  you  don’t  think  a  hardened  criminal  is 
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a  lot  more  apt  to  change  his  ways  if  he  knows  the  Federal  courts 
are  after  him  and  the  attorneys  of  the  Federal  system  are  after 
him»  then  go  out  and  ask  the  law  enforcement  people. 

They  know.  In  fact,  their  lawyers  cry  to  the  district  attorneys  to 
try  to  keep  the  Feds  from  taking  jurisdiction  over  a  case,  because 
they  are  going  to  get  convicted  if  they  are  guilty  and  they  are  going 
to  be  put  in  prison.  I  don’t  know  what  else  to  do. 

Senator  Rollings  and  I,  I  think,  in  philosophy  agree  on  crime  and 
the  death  penalty  and  those  things  maybe  100  percent. 

But  frankly,  I  am  not  for  coming  to  the  conclusion  that  we  can’t 
do  any  better  with  reference  to  certain  kinds  of  crimes,  and  maybe 
we  ought  to  ask  you  all  when  we  are  looking  at  a  lot  of  them  which 
ones  would  be  more  fitting  with  the  dignity  and  the  quality  of  the 
courts. 

But  I  think  the  American  people  would  answer  in  rather  large 
numbers  that  if  you  can  add  some  certain  serious  crimes  to  the 
Federal  courts  that  are  going  unattended  out  there,  if  you  could 
put  them  in  the  Federal  system  and  have  a  rapid  trying  of  cases 
and  the  like,  I  think  they  would  say,  ‘'Give  them  some  additional 
money  and  let  them  do  it.” 

That  is  only  my  view,  but  I  might  tell  you:  You  have  got  to  go 
out  there  and  listen — ^not  you,  but  we  do — to  the  cry  of  law  enforce¬ 
ment  about  the  criminal  justice  system. 

Thank  you,  Mr.  Chairman. 

Senator  Rollings.  Thank  you. 

IMPACT  OF  FEDERALIZING  CRIMES 

Justice  Kennedy.  There  is  no  doubt.  Senators,  that  the  founda¬ 
tions  of  this  society  are  imperiled  by  violent  crime,  and  any  civiliza¬ 
tion,  any  people,  any  country  that  has  an  organized  legal  system 
is  absolutely  entitled  to  insist  on  the  security  of  its  people  as  a 
right.  To  have  children  being  shot  in  swimming  pools  and  in  school 
rooms  and  drive-by  shootings  is  simply  unacceptable. 

The  Federal  juaiciary,  of  course,  is  well  aware  of  that  idea  md 
that  concept  and  that  overriding  concern.  We  hope  that  it  is  recog¬ 
nized  that  the  States  and  their  chief  justices,  who  have  met  and 
looked  at  the  crime  bill,  have  the  same  earnest  commitment  that 
we  do. 

Remember  that  the  Constitution  is  in  part  safeguarded  by  the 
courts  in  separation  of  powers  areas,  but  the  structure  of  federal¬ 
ism  is  guarded  by  this  body.  The  Federal  judges  cannot  referee  the 
boundaries  of  federalism.  It  is  for  you  to  decide  at  your  discretion 
and  your  political  power  how  far  you  wish  to  extend  the  power  of 
the  Federal  Gk)vemment. 

When  you  have  a  proposal  that  makes  it  a  Federal  crime  to  carry 
a  hand  gun  in  the  committing  of  a  crime,  you  have  serious  systemic 
consequences  that  result.  For  example,  it  entails  a  requirement  of 
the  Federal  officer,  probably  FBI,  to  go  to  the  State  holding  facility 
to  interview.  Two  different  jurisdictions  are  now  taking  a  state¬ 
ment,  both  of  which  have  to  follow  our  rules  for  confessions.  There 
has  to  be  a  decision  as  to  which  jurisdiction  will  prosecute;  there 
have  to  be  U.S.  attorneys  to  prosecute  these  crimes. 

If  you  add  crimes  without  adding  U.S.  attorneys,  you  are  just 
shifting  the  kinds  of  crimes  that  will  be  prosecuted,  so  ultimately. 
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you  are  going  to  have  to  have  a  veiy  substantial  increase  in  U.S. 
attorneys  offices  and  then  U.S.  judges. 

You  just  have  to  ask  whether  you  can  keep  the  character  of  your 
system,  which  has  a  historical  commitment  as  you  have  reco^ized 
for  very  good  reasons,  to  vesting  most  of  the  police  power  in  the 
State. 

These  are  the  kinds  of  things  that  vou  have  been  thinking  about, 
and  you  are  charged  with  making  that  decision.  We  do  see  some 
very  serious  concerns  just  from  the  standpoint  of  keeping  the  char¬ 
acter  of  the  Federal  system  if  you  begin  to  add  on  police  auties. 

Maybe  Justice  Souter  has  something  to  add. 

Justice  Souter.  I  have  to  say  that  when  I  go  back  to  my  own 
home  town,  if  I  could  capsulate  the  concerns  of  the  Federal  judges 
there  into  one  sentence,  it  is  that  they  are  being  turned  and  are 
in  jeopardy  of  being  turned  into  police  court  judges.  The  fact  is,  I 
don’t  turn  a  deaf  ear  to  the  kind  of  concerns  that  Senator  Domenici 
has  expressed,  but  I  am  afraid  I  don’t  have  very  much  optimism 
that  the  Federal  courts  can  be  turned  into  courts  of  unlimited 
criminal  jurisdictional  competence  without,  on  the  one  hand,  inca¬ 
pacitating  those  courts  from  doing  what  they  do  well  now,  and  on 
the  other  hand,  denigrating  the  State  courts  until  the  expectation 
of  State  responsibility  evaporates. 

Part  of  the  buck  has  got,  it  seems  to  me,  to  stay  where  it  is.  If 
not,  what  we  understand  as  a  concept  of  rather  pragmatic  federal¬ 
ism  is  going  to  be  a  historical  dead  letter  and  the  capacity  of  the 
Federal  courts  to  do  their  work  will  be  much  diminished. 

Senator  Domenici.  Mr.  Chairman,  could  I  just  make  one  last 
comment  on  this?  First  of  all,  I  would  like  to  see  it  work  dif¬ 
ferently,  so  I  want  you  both  to  know  that.  I  don’t  know  how  the 
announcement  within  the  last  36  hours  by  the  administration  to 
use  not  the  judicial  system  but  the  executive  branch  powers  of  the 
FBI  and  the  Attorney  General  to  help  local  resource  teams  to  help 
prosecute  locally  will  work.  That  is  a  nice  halfway  mark,  it  seems 
to  me,  between  expanded  jurisdiction  and  the  reality  that  the  State 
courts,  the  judges,  DA’s,  all  of  those,  need  help. 

I  am  anxious  to  find  out  from  the  Attorney  General  just  how  that 
is  going  to  work,  and  it  may  indeed  permit  me  to  feel  more  san¬ 
guine  about  the  fact  that  we  are  doing  what  we  can  to  be  more 
helpful. 

We  will  have  the  Attorney  General  up  here,  and  I  assume  we  can 
ask  about  that  program,  whether  they  use  their  resources  to  help 
the  States  in  that  analysis,  Mr.  Chairman. 

BREAKDOWN  IN  SOCIETY 

Senator  HOLLINGS.  Let  me  just  make  a  brief  comment  to  your 
question,  and  not  in  dispute,  but  just  by  way  of  observation,  As 
Governor  of  South  Carolina,  I  have  been  the  cnief  law  enforcement 
officer;  I  didn’t  just  talk  to  them.  That  was  in  the  days  when,  in 
1957  to  1962,  we  first  had  wade-ins,  bury-ins,  and  sit-ins.  In  that 
4-year  period,  I  was  the  only  southern  Governor  that  could  say  no 
one  was  seriously  hurt  and  no  life  was  lost.  That  was  because  we 
were  like  Gen.  Nathan  Bedford  Forrest:  We  were  out  there  firstest 
with  the  mostest.  We  had  law  enforcement.  I  had  to  gather  them 
around  from  hither,  dither,  and  yon,  but  we  made  it  known  that 
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nobody  was  going  to,  by  gosh,  get  hurt  and  nobody  was  going  to 
step  out  of  line.  I  can  elaborate  on  that  in  some  colorful  ways,  but 
right  to  the  point,  today  there  is  a  breakdown  in  society  more  than 
a  breakdown  in  the  system. 

When  I  first  came  up  here,  as  you  went  into  Paul  Young’s  or 
Duke  Ziebert’s  or  the  Occidental,  there  was  a  black  waiter.  The  mi¬ 
norities  had  the  entry-level  jobs  in  the  loading  docks,  the  ware¬ 
houses,  the  truck  drivers,  the  restaurants,  and  everything  else. 

Today  in  this  town  the  white  folks  or  the  Vietnamese,  or  Koreans 
have  taken  over;  there  is  no  entry-level  job  for  a  young  black.  So 
he  stands  on  the  comer  for  a  couple  of  hours  and  makes  $500. 
Don’t  tell  him  about  working  at  McDonald’s.  Families?  Twenty 
years  ago,  easily,  I  was  out  in  Bermuda,  and  I  looked  at  a  Navy 
lieutenant  and  she  was  the  best  tracker  of  those  submarines  com¬ 
ing  out.  She  was  expecting  and  I  said,  “Is  your  husband  assigned 
here  also?”  She  didn’t  have  a  husband.  That’s  20  years  ago  when 
you  and  I  had  pregnant  naval  lieutenants  without  a  husband.  That 
would  have  been  shocking  in,  let’s  say,  Strom  Thurmond’s  day,  but 
in  my  day,  too. 

There  has  been  a  breakdown  in  society;  it  is  not  so  much  the  sys¬ 
tem.  Mr.  Justice,  at  the  State  level  they  are  just  like  us:  They  don’t 
want  to  use  the  word  “tax,”  but  it  takes  resources  to  address  this 
crime  problem.  I  have  been  trying  to  get  the  bills  paid  up  here,  and 
yes,  you  get  spending  cuts,  but  you  have  got  to  raise  some  taxes 
too.  I  found  that  out. 

I  got  a  AAA  credit  rating  at  the  State  level  and  got  the  taxes 
passed  by  one  vote.  That  is  how  I  got  it,  but  up  here  you  can’t  use 
that  word,  and  down  at  the  level  now  of  the  States  they  are  saying 
the  same  thing.  The  States  don’t  want  to  raise  taxes  to  pay  for 
their  criminal  justice  needs — they  want  the  Federal  Government  to 
step  in  and  pick  up  the  costs.  So,  we  have  got  a  new  State  prison 
in  South  Carolina  that  is  already  built,  but  they  don’t  have  the 
money  to  man  it. 

It  isn’t  the  system;  it  is  society;  and,  it  is  also  politics  at  the 
State  level.  Basic  police  power  is  the  responsibility  of  the  States. 
We  just  can’t  get  into  that.  We  ought  to  make  the  States  do  their 
job. 

LAW  ENFORCEMENT  COORDINATION 

I  do  support,  however,  coordinated  efforts — Federal  law  enforce¬ 
ment  working  side  by  side  with  State  and  local  law  enforcement — 
I  just  don’t  think  we  should  take  over  what  is  inherently  a  State 
responsibility.  We’ve  had  coordinated  efforts  in  South  Carolina  for 
sometime,  and  they  have  been  very  successful.  Just  a  week  ago.  At¬ 
torney  General  Reno  was  calling  for  doing  more  of  the  same 
thing — pooling  resources  together  in  the  fight  against  violent  crime. 
Now,  there  has  always  been  a  jealousy  and  a  pull  and  a  tug  be¬ 
tween  DEA,  FBI,  ATF,  this  group,  that  group,  county  sheriff,  high¬ 
way  patrolman,  those  kinds  of  things,  but  if  we  get  them  working 
togetner  in  a  coordinated  fashion — going  from  one  solicitor’s  district 
over  to  the  other  or  from  one  State  over  to  another,  we  coordinate 
ourselves,  provide  a  focus  and  follow  through  on  it,  then  we  begin 
to  work  on  improvement  in  the  system.  But,  simply  running  up  to 
the  floor  of  the  Congress  and  saying,  “Whoops,  this  murder  here, 


that  is  terrible,  we  must  make  that  a  Federal  crime,”  is  not  the  an¬ 
swer.  Unfortunately,  however,  when  you  vote  “no”  on  making  it  a 
Federal  crime,  recognizing  that  murder  has  always  been  under  the 
common  law  at  the  State  level  and  under  their  police  powers,  it  is 
the  silly  pollsters  that  control  these  politicians  up  here  that  say, 
‘Wait  a  minute.  When  you  vote  not  making  murder  a  Federal 
crime,  that  means  I  am  going  to  put  on  a  little  snapshot  and  say 
Tou  are  for  murder’  in  the  next  campaign.”  That  is  the  kind  of 
childish  nonsense  that  goes  on  up  here. 

Basically,  the  system  is  good.  Granted,  there  are  some  improve¬ 
ments  that  can  be  made,  and  we  can  go  through  them  all,  but  sim¬ 
ply  running  up  on  the  floor  and  saying,  “I  want  to  identify  with 
every  crime  so  I  vote  aye,  I  vote  aye”  does  nothing  to  improve  the 
criminal  justice  system. 

The  crime  bill  talks  above  three  strikes  and  you’re  out.  I  remem¬ 
ber  when  I  was  a  trial  lawyer  and  had  a  client  on  murder.  I  said, 
“Look,  son.  You  bet  your  bippy.  You  better  level  v/ith  me.  You  are 
going  to  the  electric  chair.”  Back  then  it  was,  “One  strike,  you’re 
out.”  I  never  heard  you  could  get  two  more  murders  before  you  fi¬ 
nally  start  serving.  I  never,  ever  thought  that  nonsense. 

CRIME  BILL 

Now  we  have  heard  each  other  on  crime.  Maybe,  Justice,  you 
want  to  testify.  I  want  to  ask  you  about  that  crime  bill.  Is  there 
any  comment  you  would  like  to  make,  either  one  of  you  at  all,  that 
would  be  helpful  to  us? 

Justice  Kennedy.  I  think  we  have  been  talking  here  in  very  gen¬ 
eral  terms.  I  have  not  looked  at  the  crime  bill  in  detail.  It  would 
be  inappropriate  for  me  to  comment  on  it  provision  by  provision. 

I  do  think  that  what  both  you  and  Senator  Domenici  have  said 
indicates  that  the  public  has  a  commitment  now  to  do  something 
to  arrest  the  increase  in  crime  and  violence  and  to  deter  it  and  to 
stop  it.  There  is  sufficient  time  for  us  to  reflect  and  to  adopt  wise 
and  prudent  measures  consistent  with  our  values  and  our  constitu¬ 
tional  system  in  addressing  those  concerns. 

You  mentioned.  Senator,  the  death  penalty  cases  in  the  Federal 
area.  This  is  also  of  great  concern  to  us.  A  death  penalty  trial  is 
basically  two  trials,  because  there  is  the  issue  of  guilt  or  innocence, 
and  then  there  is  the  penalty-phase  trial  which  is  very  complex, 
with  psychiatric  testimony  coming  from  both  sides. 

Records  in  California  of  death  cases  run  to  20,000  pages.  When 
I  hear  of  50  to  60  Federal  death  penalty  crimes,  you  are  simply 
going  to  block  the  courts  of  appeals  of  this  country  from  being  able 
to  address  other  important  issues  for  years  while  they  digest  and 
define  and  understand  these  new  criminal  provisions.  So  there  is 
this  very  serious  systemic  concern.  But  I  do  think  that  by  ^ving 
your  financial  assistance  and  your  support  and  your  attention  to 
the  efforts  of  the  States,  that  you  could  make  headway. 

Of  course,  there  has  to  be  increased  Federal  jurisdiction,  per¬ 
haps,  in  some  areas.  If  there  is  a  Federal  interest,  if  there  is  a  Fed¬ 
eral  need,  then  you  must  act. 
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ACCOMMODATION  OP  VISITORS 

Senator  Rollings.  Tell  us  about  the  access  to  the  Court  itself— 
physically  over  there — I  understand  you  have  about  900,000  to  1 
million  tourists  a  year.  Is  that  correct? 

Justice  Kennedy.  We  do.  I  was  surprised  when  I  came  to  the 
Court  to  find  out  that  we  are  one  of  the  bigger  tourist  attractions 
in  this  city,  and  we  have  just  under  1  million  visitors  a  year;  we 
have  over  100,000,  Senators,  that  will  see  an  oral  argument  for  a 
few  minutes.  There  is  a  3-minute  line  or  a  4-minute  line — we  usu¬ 
ally  let  them  stay  longer — and  that  is  enough  for  many  people  to 
see  the  justices,  that  they  are  all  present. 

Justice  SOUTER.  Sometimes  that  is  enough  for  us,  too.  [Laugh¬ 
ter.] 

Senator  Domenici.  I  wondered  when  he  was  going  to  say  some¬ 
thing. 

Justice  Kennedy.  And,  of  course,  we  have  any  number  of  foreign 
visitors,  and  we  think  that  is  an  important  part  of  our  position,  to 
work  with  members  of  the  justice  systems  from  other  countries,  es¬ 
pecially  the  emerging  democracies. 

Senator  Rollings.  The  Architect  has  taken  care  of  physical 
needs  and  everything  else  of  that  kind? 

Justice  Kennedy.  I  had  hoped  that  George  White,  the  Architect 
of  the  Capitol,  would  be  here,  so  I  could  say  to  you  in  his  presence 
how  pleased  we  are  with  what  he  has  done  with  the  building. 
There  was  some  serious  structural  work  that  had  to  be  done  be¬ 
cause  the  foundation  was  sinking,  and  as  part  of  that  work  he  had 
stonemasons  clean  that  building,  and  it  had  50  years  of  accumu¬ 
lated  grime  and  pollutants  removed  from  it.  It  has  never  looked 
more  splendid.  On  the  next  sunny  day,  Senator,  you  can  take  a 
look  over  there  and  be  very  proud  of  it. 

Senator  DOMENICI.  I  walk  right  by  it  all  the  time.  I  live  over 
there.  It  is  an  improvement. 

Senator  Rollings.  Oh,  yes. 

Do  you  have  any  questions? 

IMPACT  OF  FEDERALIZING  CRIMES 

Senator  Domenici.  Mr,  Chairman,  I  don't  have  any  questions.  I 
want  to  apologize  if  I  brought  a  subject  up  that - 

Senator  Rollings.  Oh,  no. 

Senator  Domenici  [continuing].  Burdened  you  justices  to  hear 
my  concerns.  Clearly,  I  would  say  to  my  friend.  Justice  Souter,  I 
don't  think  that  people  trying  violent  felony  cases  that  carry  30- 
year  sentences  where  people  were  maimed  or  murder  cases,  I  don't 
think  they  call  that  police  court. 

Justice  Souter,  No;  but  Senator,  if  every  crime  committed  with 
a  gun  that  is  moved  in  interstate  commerce  is  going  to  be  a  Federal 
crime,  then  the  Federal  courts  are  going  to  be  police  courts. 

Senator  Domenici.  Right.  My  last  comment,  Mr.  Chairman,  you 
commented  on  the  fact  that  society  has  broken  down. 

Senator  Rollings.  Oh,  yes\ 

Senator  Domenici.  I  surely  don't  want  my  silence  on  that  subject 
to  be  an  indication  that  I  think  we  can  solve  the  societal  problems 
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of  crime  and  violence  exclusively  by  making  sure  our  judicial  sys¬ 
tem  works. 

Senator  Hollings.  Education,  I  know. 

Senator  Domenici.  That  just  may  keep  things  from  growing  even 
more  out  of  proportion,  but  there  are  a  lot  of  things  we  have  to  do 
to  help  the  young  people  of  this  country.  There  is  no  doubt  about 
it.  It  is  not  your  job,  but  something  bad  is  happening  out  there,  I 
really  believe  they  are  not  even  sure  they  are  committing  crimes 
at  some  point. 

Justice  Kennedy.  Senator,  the  law  lives  in  the  consciousness  of 
the  people,  the  whole  people,  and  we  must  do  much  more  to  instill 
in  our  young  people  at  the  earliest  age  the  idea  of  the  dignity  and 
the  essential  stability  of  our  legal  institutions.  Our  legal  institu¬ 
tions  are  fragile  if  they  are  attacKed,  and  they  are  very,  very  strong 
if  they  are  understood. 

Senator  Rollings.  We  really  appreciate  both  of  you  being  with 
us  this  morning.  Thank  you,  sir. 

Justice  Kennedy.  Thank  you  very  much,  Senator. 


Courts  of  Appeals,  District  Courts,  and  Other  Judicial 
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BUDGET  request 

Senator  Holdings.  The  subcommittee  will  now  hear  from  the  ju¬ 
diciary,  whose  request  for  fiscal  year  1995  is  $3,107,753,000,  an  in¬ 
crease  of  $364  million,  or  13  percent  more  than  the  amount  appro¬ 
priated  last  year. 

Testifying  on  behalf  of  the  courts  is  Judge  Richard  S..  Arnold, 
Chief  Judge  of  the  Eighth  Circuit  and  Chairman  of  the  Budget 
Committee  of  the  Judicial  Conference  of  the  United  States.  Joining 
Judge  Arnold  is  Judge  John  M.  Walker  of  the  Second  Circuit  and 
Mr.  L.  Ralph  Mecham,  Director  of  the  Administrative  Office  of  the 
U.S.  Courts. 

Let  me  first  commend  you.  Judge  Arnold,  on  the  budget  request. 
It  is  less  than  the  total  amount  requested  last  year,  although  you 
are  seeking  a  slight  increase.  It  is  obvious  you  folks  have  done  a 
thorough  analysis  and  instituted  efficiencies  and  oversight.  We  are 
really  pleased  to  see  that.  Senator  Domenici  and  I  have  really  a 
task  at  hand  here  trying  to  comply  with  these  spending  caps  and 
otherwise. 


prepared  STATEMENTS 

Let  me,  before  I  turn  to  my  ranking  member,  enter  in  the  hear¬ 
ing  record  statements  of  Judge  Helen  Wilson  Nies  on  the  request 
of  the  U.S.  Court  of  Appeals  for  the  Federal  Circuit,  Judge 
Dominick  L.  DiCarlo  on  the  request  of  the  U.S.  Court  of  Inter¬ 
national  Trade,  Judge  Richard  S.  Arnold,  L.  Ralph  Mecham,  on  the 
request  of  the  Administrative  Office  of  the  U.S.  Courts,  Judge  Wil¬ 
liam  W.  Wilkins,  Jr.,  on  the  request  of  the  U.S.  Sentencing  Com¬ 
mission,  and  Judge  Schwarzer  on  the  request  of  the  Federal  Judi- 
ci^  Center. 

[The  statements  follow:] 

Statement  of  Richard  S.  Arnold 

Mr.  Chairman  and  Members  of  the  Subcommittee:  Thank  you  for  the  opportunity 
to  appear  before  the  Subcommittee  and  present  the  Judiciary's  1996  budget  request. 
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Accompanying  me  today  are  the  Honorable  John  M.  Walker,  Jr.,  United  States  Cir¬ 
cuit  Judge  for  the  Second  Circuit;  L.  Ralph  Mecham,  Director  of  the  Administrative 
Office  of  the  U.S.  Courts. 

I  would  like  to  start  by  thanking  all  the  members  of  the  Subcommittee  for  your 
help  and  support  on  our  1994  appropriation.  As  you  know,  1993  was  an  extremely 
dimcult  year  for  the  Judiciary,  requiring  painful  cutbacks  in  virtually  every  pro¬ 
gram  and  activity.  The  Subcommittee's  willingness  to  work  with  us  and  provide  suf¬ 
ficient  funds  for  1994  was  crucial  to  the  effective  functioning  of  the  court  system. 
We  recognize  how  difficult  it  is  to  allocate  increasingly  scarce  resources  to  the  many 
deserving  programs,  and  we  greatly  appreciate  the  efforts  you  made  on  our  behalf. 
We  also  recognize  that  the  federal  government  will  continue  facing  tight  fiscal  con¬ 
straints  for  years  to  come,  and  we  are  committed  to  doing  our  part.  Numerous  ac¬ 
tivities  are  underway  to  keep  costs  down,  operate  more  efficiently,  and  improve 
services.  Let  me  briefly  describe  some  of  these  initiatives,  and  how  our  1995  request 
contributes  to  these  efforts.  These  and  other  initiatives  are  also  discussed  in  a  re¬ 
cent  report,  which  I  would  like  to  submit  for  the  record,  describing  how  our  efforts 
over  the  last  several  years  are  meeting  recommendations  made  in  the  Vice  Presi¬ 
dent's  recent  National  Performance  Re>aew. 

Cosf  Containment  Efforts  at  the  Local  Level. — ^The  entire  Judicial  Branch  is  in¬ 
volved  in  an  active  cost-containment  campaign.  Hundreds  of  cost-cutting  ideas  have 
so  far  been  presented  firom  judges  and  court  staff  nationwide  and  are  being  shared 
through  newsletters,  reports,  and  other  means.  Court  managers  are  inmlementing 
new  ways  of  doing  business  to  achieve  more  with  less.  For  example,  the  Bankruptcy 
Court  for  the  Middle  District  of  Tennessee  developed  a  system  that  allows  for  postal 
discounts  by  bar  coding  high-volume  bankruptcy  notices.  The  court  estimates  that 
this  can  save  up  to  $80,000  a  year.  As  another  example,  the  District  Court  for  the 
Southern  District  of  Illinois  instituted  more  efficient  jury  procedures  following  a 
Federal  Judicial  Center  seminar  on  juror  utilization  and  management.  The  court  ex¬ 
pects  to  save  up  to  $60,000  a  year. 

New  Economy  Subcommittee. — In  addition  to  local  efforts  such  as  these,  the  Judi¬ 
ciary  has  established  a  formal  mechanism  for  identif3dng  better,  less  costly  ways  of 
doing  business.  On  September  20,  1993,  the  Judicial  Conference  of  the  United 
States  established  a  Subcommittee  on  Economy  of  the  Conference's  Budget  Commit¬ 
tee.  The  Subcommittee’s  mission  is  to  coordinate  the  Judiciary’s  efforts  to  achieve 
greater  fiscal  responsibility,  accountability,  and  efficiency.  The  Subcommittee  is  now 
working  on  several  program  analyses  with  the  Conference’s  program  committees. 
The  Subcommittee  has  also  been  reviewing  the  Judiciary’s  budgetary  processes  to 
minimize  differences  from  the  Executive  and  Legislative  Branches  so  far  as  the 
technical  aspects  of  budget  presentation  are  concerned.  You  will  find  that  our  1995 
budget  request  is  consistent  with  those  of  Executive  Branch  agencies.  In  short,  I  am 
confident  that  this  Economy  Subcommittee  will  greatly  benefit  the  Judiciary  and 
perform  the  Office  of  Management  and  Budget-type  function  that  the  Congress  last 
year  encouraged  us  to  establish. 

Long-Range  Planning. — In  a  related  effort,  the  Judiciary  continues  concentrating 
on  long-range  planning.  The  Judicial  Conference’s  Long-Range  Planning  Committee, 
established  in  1990,  is  carefully  examining  the  Judiciary’s  structure,  jurisdiction, 
and  operating  methods.  It  is  addressing  issues  such  as  how  the  Judicianr  can  best 
organize  itself  to  handle  the  federal  courts’  expanding  jurisdiction  and  resulting 
rapid  workload  growth.  The  Committee  expects  to  present  a  plan  to  the  Conference 
early  in  1995. 

Three-Branch  Coordination. — For  these  and  other  efforts  to  be  successful,  the  Ju¬ 
diciary  must  communicate  and  cooperate  closely  with  the  Executive  and  Legislative 
branches.  The  Judicial  Conference’s  Executive  Committee  is  leading  the  way  in  this 
area.  The  Committee  is  focussing  initially  on  the  relationship  between  the  Judiciary 
and  the  Department  of  Justice,  and  will  be  meeting  quarterly  with  the  Attorney 
General  ana  her  top  staff.  In  addition,  working  groups  composed  of  jutos,  senior- 
Administrative  Office  personnel,  and  high-ranking  Justice  Department  omcials  have 
been  created  to  discuss  matters  of  common  concern  such  as  institutional  coopera¬ 
tion;  crime,  federalism,  and  the  exercise  of  concurrent  federal  jurisdiction;  security 
and  facilities;  prisoner  issues;  and  budget  issues. 

I  expect  that  the  pending  anti-crime  legislation  will  spur  much  discussion  at  these 
meetings  with  the  Justice  Department.  The  Judiciair  is  concerned  about  the  Sen¬ 
ate-passed  version  of  the  crime  bill,  which  would  federalize  numerous  crimes  now 
prosecuted  in  state  courts.  Hundreds  of  thousands  of  new  cases  could  fall  under  fed¬ 
eral  jurisdiction,  with  enormous  cost  implications  if  they  were,  in  fact,  tried  at  the 
federal  level.  Of  course,  the  number  of  criminal  cases  that  actually  would  reach  fed¬ 
eral  courts  would  depend  on  how  many  the  Justice  Department  could  afford  to 
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bring,  which  cannot  be  known  at  this  time.  Any  caseload  increase,  however,  would 
require  additional  resources  for  the  courts. 

Fiscal  Year  1995  Budget  Request. — I  would  like  to  describe  briefly  the  Judiciapr’s 
fiscal  year  1995  budget  request,  which  is  the  result  of  a  rigorous  process  of  review 
and  reduction.  It  totals  $3,105,503,000,  an  increase  of  $364,295,000,  or  13  percent, 
over  our  1994  level.  Our  fiinding  is  scored  under  both  the  mandatory  and  discre¬ 
tionary  budget  caps.  The  discretions^  component  of  our  request  ($2,845,021,000)  is 
only  11  percent  over  the  1994  discretionary  level. 

Most  of  our  requested  increase  would  fund  inflation  and  other  uncontrollable  ad¬ 
justments  needed  to  pay  for  existing  judicial  officers  and  staff  and  to  continue  cur¬ 
rent  operations  ($280,316,000).  The  rest  is  needed  to  improve  siervices  and  respond 
to  our  most  urgent  workload  demands  ($83,979,000).  The  request  for  the  Judiciary’s 
principal  programs  are  summarized  below. 

SALARIES  AND  EXPENSES 

The  salaries  and  expenses  of  the  circuit,  district,  and  bankruptcy  courts,  and  pio- 
bation  and  pretrial  services  offices  account  for  most  of  our  request.  A  total  of 
$2,476,693,000  is  included  for  this  activity,  $320,693,000  over  the  1994  level. 

Most  of  this  increase  ($251,093,000)  would  fund  uncontrollable  costs  such  as  infla¬ 
tion  and  the  annualized  costs  of  1994  changes.  It  also  includes  rent  and  related 
costs  associated  with  new  space  the  General  Services  Administration  (GSA)  will  de¬ 
liver  in  1995.  We  have  more  information  from  GSA  regarding  the  delivery  of  1995 
space  than  we  have  had  in  past  years  and  are  able  to  monitor  schedules  more  care¬ 
fully  than  before  to  keep  you  fully  apprised  of  any  delays  that  would  reduce  this 
funding  increase. 

The  remaining  portion  of  the  increase  ($69,600,000)  would  fund  personnel,  auto¬ 
mation,  and  other  changes  to  ensure  we  meet  our  workload  demands  as  well  as  pos¬ 
sible.  This  amount  funds  primarily  the  following: 

Additional  Court  Support  Personnel. — ^An  increase  of  $46,126,000  would  fund 
1,165  new  court  support  staff  positions.  Primarily,  this  includes  $18,798,000  for  559 
employees  in  circuit  and  district  clerks'  offices,  and  $25,486,000  for  584  new  proba¬ 
tion  and  pretrial  services  officers  and  supporting  personnel.  This  increase  will  be 
offset  partially  by  a  decrease  of  $10,986,000  and  247  positions  in  bankruptcy  clerks' 
offices.  The  net  increase  would  be  $35,140,000  and  918  positions. 

These  changes  would  bring  staffing  to  only  86  percent  of  the  level  that  should  be 
on-board  to  meet  projected  1995  workload.  This  level  is  far  from  ideal,  but  it  is  a 
sacrifice  we  are  prepared  to  make  in  these  hard  budgetary  times.  It  is  our  hope  that 
this  level  of  stamng  will  still  enable  the  courts  to  aeliver  adeauate  services  to  the 
public,  the  bench,  and  the  bar.  The  Judicial  Conference  carefully  considered  this 
issue  and  determined  not  to  request  a  full  complement  of  staff  given  the  enormous 
pressures  on  the  federal  budget.  Because  our  budget  consists  predominantly  of  per¬ 
sonnel  and  associated  co‘=:ts,  this  is  the  only  way  we  can  limit  budget  growth. 

I  would  like  to  point  out  that  it  would  not  even  have  been  possible  to  request  a 
staffing  level  this  low  if  we  did  not  have  a  plan  for  eliminating  the  wide  staffing 
disparities  that  varying  workloads,  attrition  rates,  and  other  factors  have  caused 
from  court  to  court.  A  special  advisory  council  was  created  which  recently  comjpleted 
an  innovative  plan  for  redistributing  employees  from  comparatively  well-stafied  of¬ 
fices  across  the  country  to  those  in  greater  need.  The  Executive  (Committee  of  the 
Judicifid  Conference  approved  this  plan  in  December,  and  we  have  begun  to  carry 
it  out.  A  report  on  this  activity  was  sent  to  Congress  on  January  31,  1994,  as  re¬ 
quested  in  the  Conference  report  on  the  fiscal  year  1994  appropriations  bill. 

Judicial  Officers. — An  increase  of  $8,015,000  is  requested  for  new  iudicial  officers. 
This  includes  $6,639,000  for  12  new  magistrate  judge  positions  ana  the  conversion 
of  2  positions  to  full-time,  plus  55  support  staff  positions.  This  increase  is  needed 
to  help  Article  III  judges  handle  the  large  volume  of  civil  and  criminal  cases  facing 
the  courts.  In  addition,  $1,376,000  is  included  for  6  recalled  bankruptcy  judge  staff 
years  and  associated  personnel  to  help  manage  the  pressing  caseload  facing  certain 
bankruptcy  courts. 

Tenant  Alterations. — ^An  increase  of  $10,000,000  is  included  to  fund  a  number  of 
building  alterations.  These  projects  are  needed  to  ensure  that  building  space  ade¬ 
quately  meets  our  needs. 

Automation  Projects. — ^Finally,  an  increase  of  $15,415,000  is  requested  to  continue 
existing  automation  activities,  which  are  critical  to  smooth  and  efficient  court  oper¬ 
ations.  These  include  the  development  and  implementation  of  an  integrated  library 
system,  an  improved  personnel  and  payroll  system,  a  standardized  financial  system, 
and  a  more  modern  jury  selection  system.  These  funds  would  also  be  used  to  con¬ 
tinue  expanding  the  data  communications  network  (DCN)  and  the  probation  and 
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pretrial  services  automated  case  tracking  system  (PACTS)  to  additional  courts.  The 
DCN  is  the  means  through  which  the  Judiciary  communicates  electronically  within 
and  between  court  offices,  and  with  external  databases.  PACTS  is  the  system 
through  which  probation  and  pretrial  services  offices  process  cases. 

Our  automation  program  is  financed  through  the  Judiciary  Automation  Fund, 
which  includes  funds  appropriated  to  the  Judiciary  for  automation  purposes,  user 
fees,  reimbursements,  and  su^lus  equipment  sales.  The  Fund  also  provides  for 
multi-year  contracting  authority.  The  Fund’s  authorization  expires  this  year.  We 
have  submitted  language  in  the  Federal  Courts  Improvement  Act  of  1993  that  would 
reauthorize  the  Fund  through  1999.  We  have  also  requested  the  extension  as  a  Gen¬ 
eral  Provision  in  our  appropriations  language,  because  of  the  critical  nature  of  the 
extension  and  the  possibility  that  legislation  could  be  delayed.  An3rthing  you  can  do 
on  our  behalf  to  ensure  that  this  important  change  is  made  would  be  very  much 
appreciated. 


DEFENDER  SERVICES 

A  total  of  $290,283,000  is  requested  for  the  Defender  Services  program,  which 
provides  representation  for  indigent  criminal  defendants.  This  is  $10,283,000  over 
the  1994  level. 

Most  of  the  increase  ($8,390,000)  is  needed  for  uncontrollable  costs,  such  as  pa^ 
and  benefit  cost  adjustments  and  inflation.  This  includes  a  rate  adjustment  for  pri¬ 
vate  panel  attorneys  commensurate  with  the  pay  adjustment  included  for  federal 
enqployees.  Panel  attorney  rates  in  78  of  the  94  districts  have  not  been  raised  since 
1984,  a  circumstance  that  impedes  our  ability  to  attract  qualified  attorneys  to  serve 
as  court-appointed  counsel,  we  hope  this  rate  adjustment  will  lessen  the  problem 
somewhat. 

The  remaining  increase  ($1,893,000)  would  fund  one  new  death  penalty  resource 
center  and  six  new  federal  and  community  defender  organizations.  Last  year,  the 
Congress  urged  us  to  establish  more  defender  organizations  as  an  alternative  to 
using  panel  attorneys  in  districts  where  this  would  be  appropriate.  With  these 
funds,  we  would  have  defender  organizations  in  72  districts  in  1995,  up  from  55  dis¬ 
tricts  in  1992. 


FEES  AND  EXPENSES  OF  JURORS  AND  COMMISSIONERS 

We  request  $74,071,000  for  the  Fees  and  Expenses  of  Jurors  and  Commissioners 
appropriation.  This  amount  funds  inflationary  a(hustments  and  a  projected  increase 
in  the  number  of  juror  days,  offset  by  carry-over  funds  from  1994. 

COURT  SECURITY 

For  the  Court  Security  program,  we  request  $97,532,000,  an  increase  of 
$11,632,000  over  1994.  In  addition  to  funding  inflation  and  other  uncontrollable 
costs  ($3,536,000),  this  increase  would  provide  for  276  new  court  security  officers 
($7,996,000).  These  additional  officers  are  needed  to  meet  the  courts’  most  urgent 
r^uirements  for'security  services.  Funds  are  also  included  for  six  reimbursable  po¬ 
sitions  in  the  Admiivistrative  Office  (AO)  to  provide  greater  oversight  of  this  pro¬ 
gram,  which  is  administered  by  the  U.S.  Marshals  Service.  Recent  reviews  of  the 
program  by  the  AO  and  the  National  Academy  of  Public  Administration  have  rec¬ 
ommended  that  the  Judiciary  become  more  involved  in  managing  court  security  re¬ 
sources.  A  General  Accounting  Office  study,  currently  being  finalized,  is  also  ex¬ 
pected  to  make  this  recommendation. 

This  concludes  my  discussion  of  the  Judiciary’s  fiscal  year  1995  budget  request. 
We  are  making  significant  progress  in  ensuring  that  we  use*  our  limited  resources 
as  productively  as  possible.  I  am  quite  confident  that  this  progress  will  continue. 
Thank  you  again  for  the  opportunity  to  appear  before  you  tonay. 


Judiciary  Reform:  A  Step  Ahead— OcTOiiER  1993 

JUDICIAL  CONFERENCE  OF  THE  UNITED  STATES 

Chief  Justice  William  H.  Rehnquist,  Presiding 

Chief  Judge  Stephen  G.  Breyer,  First  Circuit 

Judge  Francis  J.  Boyle,  District  of  Rhode  Island 

Chief  Judge  Jon  O,  Newman,  Second  Circuit 

Judge  Charles  L.  Brieant,  Southern  District  of  New  York 

Chief  Judge  Dolores  K.  Sloviter,  Third  Circuit 

Chief  Judge  John  F.  Gerry,  District  of  New  Jersey 
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Chief  Judge  Sam  J.  Ervin,  III,  Fourth  Circuit 

Judge  W.  Earl  Britt,  Eastern  District  of  North  Carolina 

Chief  Judge  Henry  A,  Politz,  Fifth  Circuit 

Chief  Judge  Morey  L.  Sear,  Eastern  District  of  Louisiana 

Chief  Judge  Gilbert  S.  Merritt,  Sixth  Circuit 

Chief  Judge  Thomas  D.  Lambros,  Northern  District  of  Ohio 

Chief  Judge  Dominick  L.  DiCarlo,  Court  of  International  Trade 

Chief  Judge  Richard  A.  Posner,  Seventh  Circuit 

Chief  Judge  Barbara  B.  Crabb,  Western  District  of  Wisconsin 

Chief  Judge  Richard  S.  Arnold,  Eighth  Circuit 

Judge  Donald  E.  O’Brien,  Northern  District  of  Iowa 

Chief  Judge  J,  Clifford  Wallace,  Ninth  Circuit 

Judge  William  Matthew  Byrne,  Jr.,  Central  District  of  California 

Chief  Judge  Monroe  G.  McKay,  Tenth  Circuit 

Judge  Richard  P.  Matsch,  District  of  Colorado 

Chief  Judge  Gerald  B.  TOoflat,  Eleventh  Circuit 

Judge  William  Terrell  Hodges,  Middle  District  of  Florida 

Chief  Judge  Abner  J.  Mikva,  District  of  Columbia  Circuit 

Chief  Judge  John  Garrett  Penn,  District  of  Columbia 

Chief  Judge  Helen  W.  Nies,  Federal  Circuit 

Conference  Secretary:  L.  Ralph  Mecham,  Director,  Administrative  Office  of  the 
U.S.  Courts 


JUDICIAL  CONFERENCE  COMMITTEES  AND  CHAIRMEN 

Executive:  John  F.  Gerry,  U.S.  District  Court,  District  of  New  Jersey 
Administrative  Office:  Thomas  P.  Jackson,  U.S.  District  Court,  District  of  Colum¬ 
bia 

Automation  and  Technology:  Rya  W.  Zobel,  U.S.  District  Court,  District  of  Massa¬ 
chusetts 

Administration  of  the  Bankruptcy  System:  Paul  A.  Magnuson,  U.S.  District  Court, 
District  of  Minnesota 

Budget:  Richard  S.  Arnold,  U.S.  Court  of  Appeals,  Eighth  Circuit 
Codes  of  Conduct:  R.  Lanier  Anderson,  U.S.  Court  of  Appeals,  Eleventh  Circuit 
Court  Administration  and  Case  Management:  Ann  C.  Williams,  U.S.  District 
Court,  Northern  District  of  Illinois 

Criminal  Law:  Maryanne  T.  Barry,  U.S.  District  Court,  District  of  New  Jersey 
Defender  Services:  Gustave  Diamond,  U.S.  District  Court,  Western  District  of 
Pennsylvania 

Federal-State  Jurisdiction:  Stanley  Marcus,  U.S.  District  Court,  Southern  District 
of  Florida 

Financial  Disclosure:  Frank  J.  Magill,  U.S.  Court  of  Appeals,  Eighth  Circuit 
Intercircuit  Assignments:  Thomas  F.  Hogan,  U.S.  District  Court,  District  of  Co¬ 
lumbia 

International  Judicial  Relations:  Chairman  not  yet  named 
Judicial  Branch:  Deanell  R.  Tacha,  U.S.  Court  of  Appeals,  Tenth  Circuit 
Judicial  Resources:  Carolyn  R.  Dimmick,  U.S.  District  Court,  Western  District  of 
Washington 

Long  Range  Planning:  Otto  R.  Skopil,  Jr.,  U.S.  Court  of  Appeals,  Ninth  Circuit 
Administration  of  the  Magistrate  Judges  System:  Philip  M.  Pro,  U.S.  District 
Court,  District  of  Nevada 

Circuit  Council  Conduct  and  Disability  Orders:  Levin  H.  Campbell,  U.S,  Court  of 
Appeals,  First  Circuit 

Rules  of  Practice  and  Procedure:  Alicemarie  H.  Stotler,  U.S.  District  Court, 
Central  District  of  California 

Appellate  Rules:  James  K.  Logan,  U.S.  Court  of  Appeals,  Tenth  Circuit 
Bankruptcy  Rules:  Paul  Mannes,  U.S.  Bankruptcy  Court,  District  of  Maryland 
Civil  Rules:  Patrick  E.  Higginbotham,  U.S.  Court  of  Appeals,  Fifth  Circuit 
Criminal  Rules:  D.  Lowell  Jensen,  U.S.  District  Court,  Northern  District  of  Cali¬ 
fornia 

Evidence  Rules:  Ralph  K.  Winter,  U.S.  Court  of  Appeals,  Second  Circuit 
Security,  Space  and  Facilities:  Robert  Broomfield,  U.S.  District  Court,  District  of 
Arizona 

Gender  Based  Violence  (Ad  Hoc):  Stanley  Marcus,  U.S.  District  Court,  Southern 
District  of  Florida 
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JUDICIARY  REFORM 

The  judiciary  has  demonstrated  the  value  of  conscientious  reform  over  the  last 
several  years.  In  fact,  many  of  the  key  themes  in  the  Vice  President's  report,  “Creat¬ 
ing  a  Government  that  Works  Better  and  Costs  Less:  Report  of  the  National  Per¬ 
formance  Review,”  relate  to  areas  the  judiciary  has  addressed.  That  report  rec¬ 
ommends  cutting  red  tape  and  remilations;  streamlining  the  budget  process;  decen¬ 
tralizing  decision-making  power;  decentralizing  personnel  policy;  giving  customers  a 
voice;  ^iminating  inefTicient  and  unnecessary  activities;  and  reengineering  proc¬ 
esses. 

The  judicial^  has  done  much  in  these  areas  alreadv  with  the  substantial  delega¬ 
tion  of  authorities  to  court  managers,  a  new  personnel  system,  technological  innova¬ 
tions,  civil  justice  reform  efforts,  and  other  initiatives,  some  of  which  are  described 
here.  Apart  from  national  efforts,  many  individual  courts  are  engaged  in  local  initia¬ 
tives  to  improve  services  and  make  better  use  of  available  resources  despite  bur¬ 
geoning  caseloads,  added  responsibilities,  and  tight  budgets.  The  public  expects  and 
deserves  the  highest  level  of  service.  The  judiciary  is  dedicated  to  delivering  such 
service  to  the  public. 

Judicial  branch  reform  has  been  accomplished  in  partnership  with  the  Congress — 
through  the  leadership,  encouragement  and  support  of  the  House  and  Senate  judici¬ 
ary  and  appropriations  committees.  The  General  Accounting  Office,  the  National 
Academy  of  Public  Administration,  and  other  respected  organizations  have  contrib¬ 
uted  and  will  continue  to  contribute  to  the  progress  of  reform. 

Restructuring  the  Judicial  Conference  of  the  United  States 

In  December  1986,  Chief  Justice  Rehnquist  appointed  a  nine-member  committee 
under  his  leadership  to  study  the  operation  of  the  Judicial  Conference  of  the  United 
States,  the  policy-making  body  for  the  judicial  branch.  Ailer  canvassing  the  views 
of  judges  throughout  the  country,  the  committee  concluded  that  the  Judicial  Con¬ 
ference  and  its  committees  were  fundamentally  sound,  but  that  certain  structural 
and  procedural  revisions  were  necessary  to  enable  the  Conference  (1)  to  operate 
more  expeditiously;  (2)  to  allow  the  Chief  Justice  to  delegate  some  of  his  Conference 
duties;  (3)  to  enable  the  committee  structure  to  deal  with  budget  and  resource  allo¬ 
cation  matters  more  effectively;  (4)  to  improve  communication;  and  (5)  to  allow 
greater  participation. 

As  a  result,  in  1987  the  Judicial  Conference  took  action  to  restructure  itself.  One 
of  the  key  changes  was  to  strengthen  the  role  of  the  Executive  Committee  to  act 
on  behalf  of  the  Conference  between  sessions  on  matters  requiring  emergency  action 
and  to  review  the  reports  and  recommendations  of  the  committees  and  develop  a 
Conference  agenda.  Other  changes  were  made  to  open  up  the  process.  The  structure 
and  jurisdiction  of  Conference  committees,  as  well  as  membership  terms,  were  re¬ 
vised  to  achieve  a  more  active  and  effective  committee  system.  That  same  year,  Ad¬ 
ministrative  Office  Director  L.  Ralph  Mecham  established  the  Judicial  Conference 
Secretariat  to  coordinate  Administrative  Office  support  to  the  Conference  and  its 
committees. 

Effecting  Federal  Courts  Study  Committee  Recommendations 

In  1988,  responding  to  mounting  public  and  professional  concern  with  the  coiMs’ 
expansion,  delays,  congestion,  and  expense.  Congress  took  action  on  a  judicial 
branch  recommendation  and  created  a  statutory  committee  to  conduct  a  15-month 
study  of  the  problems  of  the  federal  courts.  The  Chief  Justice  appointed  two  mem¬ 
bers  of  the  Senate,  two  members  of  the  House  of  Representatives,  and  eleven  other 
distinguished  individuals  and  judges  to  serve  on  this  committee,  the  Federal  Courts 
Study  Committee.  Its  final  report,  issued  in  April  1990,  presented  well  over  100  spe¬ 
cific  recommendations  to  the  Congress,  the  federal  courts,  the  executive  branch,  the 
state  courts,  and  others.  Confess  and  the  judiciary  have  taken  action  on  many  of 
the  committee's  recommendations.  These  include  the  development  of  judicial  impact 
statements  for  proposed  lemslation,  the  enhancement  of  the  long  range  planning  ca¬ 
pability  within  the  Judicial  Conference,  a  study  of  Criminal  Justice  Act  administra¬ 
tion  by  an  ad  hoc  committee,  a  study  of  allowable  magistrate  judge  duties,  and  nu¬ 
merous  training  and  education  enhancements. 

Enhancing  Long  Range  Planning 

Over  the  past  several  years,  the  judiciary  has  put  in  place  successful  long-range 
planning  processes  for  automation  and  for  facilities.  The  planning  processes  are 
managed  oy  Uie  Administrative  Office  under  the  leadership  of  the  Judicial  Con¬ 
ference  Committee  on  Automation  and  Technology  and  the  Committee  on  Security, 
Space  and  Facilities,  and  with  participation  throughout  the  judiciary. 
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The  judiciary  initiated  the  long  range  facilities  planning  process  to  bring  needed 
discipline  to  determining  the  branch’s  facilities  requirements.  It  applies  a  standard 
methodology  to  determining  space  needs,  and  is  intended  to  assist  the  General  Serv¬ 
ices  Administration  and  the  Congress  by  looking  beyond  the  near  term  to  provide 
a  context  within  which  future  decisions  can  be  made  about  facilities.  The  process 
was  instituted  to  save  costs  and  make  the  process  more  rational. 

Similarly  the  long  range  plan  for  automation  in  the  federal  judiciary  was  insti¬ 
tuted  to  form  the  framework  for  determining  automation  objectives  so  that  the  Con¬ 
gress  could  understand  the  long  range  requirements  for  technology  in  the  federal 
courts  and  so  that  resources  could  be  effectively  channelled  to  meet  the  judiciary’s 
most  pressing  needs. 

One  of  the  Federal  Courts  Study  Committee’s  significant  recommendations  was 
that  the  judiciary  should  enhance  its  long-range  planning  capability.  The  Judicial 
Conference  agreed,  and  in  1990  the  Chief  Justice  created  a  new  committee  to  focus 
exclusively  on  long-range  planning.  That  committee  is  carefully  examining  every  as¬ 
pect  of  the  judiciary,  including  its  structure,  its  jurisdiction,  and  its  operating  meth¬ 
ods.  For  example,  proposals  regarding  the  issue  of  capping  the  number  of  Article 
III  judgeships  nave  proven  provocative  and  have  stimulated  debate  within  the  judi¬ 
ciary  about  how  it  can  best  organize  itself  to  deal  with  the  increasing  jurisdiction 
of  the  federal  courts  and  the  resulting  rapid  growth  in  workload. 

The  Long  Range  Planning  Committee  developed  a  process  for  involving  all  Con¬ 
ference  committees  in  the  long-range  planning  efforts.  Work  on  the  first  long-range 
plan  for  the  federal  courts  is  ongoing,  with  a  projected  date  of  March  1995  for  sub¬ 
mission  of  a  completed  plan  to  the  Judicial  Conference. 

Director  Mecham  established  the  Long  Range  Planning  Office  to  provide  staff  sup¬ 
port  to  the  Committee.  The  Office  recently  published  Judicial  Branch  Planning 
Guide,  which  provides  interested  iudges  and  senior  court  staff  a  general  introduc¬ 
tion  to  the  ideas,  concepts,  and  policy  issues  associated  with  long-range  planning  in 
the  federal  judiciary.  The  Planning  Handbook  for  the  Federal  Courts,  containing  de¬ 
tails  on  how  to  proceed  with  planning  efforts,  will  be  published  soon.  The  Feaeral 
Judicial  Center’s  Planning  and  Technology  Division  has  also  made  substantial  con¬ 
tributions  to  the  committee’s  work. 

Achieving  Civil  Justice  Reform 

The  Civil  Justice  Reform  Act  of  1990  has  given  the  judiciary  more  leverage  in  its 
efforts  to  reform  itself  Since  the  passage  of  the  Act,  a  tremendous  amount  of  activ¬ 
ity  has  taken  place  under  the  direction  of  the  Court  Administration  and  Case  Man¬ 
agement  Committee  at  the  Administrative  Office  and  the  Federal  Judicial  Center, 
and  especially  in  the  courts.  A  model  plan  was  developed  that  identifies  procedures 
or  techniques  for  cost  and  delay  reduction.  The  model  plan  includes  recommenda¬ 
tions,  in  addition  to  those  in  the  statute,  that  call  for  differentiated  case  manage¬ 
ment  and  alternative  dispute  resolution. 

The  civil  justice  reform  advisory  groups  of  lawyers  and  other  court  users  in  each 
district  have  demonstrated  the  v^ue  of  customer  input  combined  with  analysis  to 
enhance  program  performance  by  identifying  ways  to  reduce  delay  and  expense  in 
civil  litigation.  All  94  districts  expect  to  adopt  Civil  Justice  Reform  Act  Expense  and 
Delay  Reduction  Plans  in  time  to  meet  the  statutory  deadline  of  December  1.  A 
number  of  early  implementation  courts  already  have  conducted  the  annual  assess¬ 
ment  of  the  effectiveness  of  their  plans  as  required  by  the  Act. 

The  RAND  Corporation  is  under  contract  to  evaluate  the  pilot  districts’  ap¬ 
proaches  and  the  effects  of  the  reforms.  The  results  of  this  study,  and  the  Federal 
Judicial  Center’s  evaluation  of  the  statute’s  demonstration  districts,  will  be  major 
factors  in  determining  the  final  approaches  to  implementing  civil  justice  reform. 

Decentralizing  Authority  to  Local  Managers 
Several  years  ago,  Director  Mecham  initiated  a  campaign  to  “decentralize,  dele¬ 
gate  and  divest”  to  the  courts  themselves  the  exercise  of  many  specific  administra¬ 
tive  responsibilities  that  Congress  has  vested  in  the  Director  of  the  Administrative 
Office.  The  ensuing  progress  in  the  achievement  of  decentralized  decision-making 
has  been  remarkably  effective.  Decentralization  efforts  have  provided  local  man¬ 
agers  with  more  flexibility  to  apply  resources  and  meet  local  needs  more  expedi¬ 
tiously.  Court  managers  are  in  a  better  position  to  understand  their  unique  needs 
and  prioritize  them  than  is  the  Administrative  Office.  So  far,  the  Administrative  Of¬ 
fice  nas  delegated  authority  in  54  specific  management  areas,  the  most  significant 
being  the  full  implementation  of  budget  decentralization.  A  major  landmark  will  be 
reached  in  fiscal  year  1994  when  all  courts  will  be  decentralized  and  will  be  able 
to  shift  most  funds  as  needed  to  meet  best  their  administrative  requirements. 
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Decentralization  has  demonstrably  improved  service  levels.  For  example,  last  vear 
an  evaluation  was  done  to  measure  the  success  of  decentralized  processing  of  the 
payment  of  vouchers  for  court>appointed  counsel  under  the  Crimincd  Justice  Act.  Be¬ 
fore  decentralization,  all  vouchers  were  sent  to  the  Administrative  Office  for  pre¬ 
audit  and  processing,  taking,  on  average,  four  weeks  until  payment.  Since  decen¬ 
tralization,  vouchers  are  routinely  processed  in  the  courts  in  less  than  six  days  after 
a  judge's  approval. 

Complementing  the  decentralization  efforts,  the  Administrative  Office  has  been 
working  to  train  court  personnel  and  improve  its  systems  for  administrative  over¬ 
sight  and  control  without  unnecessary  reg^ation. 

Designing  a  Flexible  Personnel  System 

The  judiciary  is  also  ahead  of  the  curve  in  personnel  system  simplification.  With 
the  help  of  extensive  court  input  throughout  the  process  and  consistent  with  the  rec¬ 
ommendation  of  the  National  Academy  of  Public  Administration,  a  new  more  flexi¬ 
ble  personnel  system,  the  Court  Personnel  Management  System,  has  been  designed 
to  replace  the  Judiciary  Salary  Plan.  Upon  recommendation  of  the  Judicial  Re- 
somces  Committee,  the  Judicial  Conference  approved  implementation  to  begin  Octo¬ 
ber  1994,  The  new  system  will  cover  all  court  personnel  except  chambers  staff,  court 
reporters,  and  unit  executives  and  their  chief  deputies. 

The  new  personnel  system  will  allow  management  discretion  in  applying  broad 
criteria  to  meet  local  needs  fairly  and  effectively,  within  closely  controlled  cost  lim¬ 
its.  It  will  increase  pay  and  classification  flexibility,  reduce  the  number  of  grades 
and  broaden  pay  ranges,  and  simplify  job  qualification  standards.  Furthermore,  the 
system  will  represent  a  shift  in  emphasis  from  a  rule-driven  system  to  a  cost-driven 
one. 

Containing  Costs 

Due  to  the  judiciary’s  budget  constraints  and  the  anticipation  of  continued  fund¬ 
ing  shortages  in  future  years,  the  entire  federal  judiciary  is  focused  upon  holding 
down  costs  wherever  possible.  The  iudiciary  will  continue  to  confront  difficult  chal¬ 
lenges  in  carrying  out  its  responsibilities  but  is  seriously  committed  to  achieving 
economies  wherever  possible. 

Judicial  Conference  committees  and  advisory  groups  of  court  managers  and  judges 
have  been  examining  practices  to  identify  alternative  practices  that  may  be  more 
economical.  A  coordinated  cost-containment  effort  is  also  underway,  both  in  the 
courts  and  at  the  Administrative  Office,  to  identify  opportunities  for  making  better 
use  of  limited  available  resources  in  both  the  short  and  long  terms.  Literally  hun¬ 
dreds  of  cost-containment  ideas,  large  and  small,  have  come  from  judges  and  court 
staff  nationwide.  Good  ideas  are  being  shared  through  newsletters,  correspondence, 
and  reports.  One  such  report  compiled  hundreds  of  ideas  collected  from  probation 
and  pretrial  services  offices  around  the  country.  With  necessity  as  the  mother  of  in¬ 
vention,  many  court  managers  already  have  implemented  more  efficient  ways  of 
doing  business  to  accommodate  staffing  and  funding  cuts. 

One  key  area  of  interest  is  cost  containment  in  courthouse  construction  and  ren¬ 
ovation  projects.  The  judiciary  has  taken  a  number  of  actions  to  work  with  the  Gen¬ 
eral  Services  Administration  and  the  Congress  in  finding  ways  to  economize  and 
save  tax  dollars  wherever  possible.  For  example,  the  chairman  and  two  members  of 
the  Judicial  Conference  Committee  on  Security,  Space  and  Facilities  are  participat¬ 
ing  in  an  independent  cost  panel  that  includes  representatives  from  the  design  and 
construction  industry  to  address  courthouse  construction  costs. 

Focusitig  on  Fiscal  Responsibility:  New  Economy  Subcommittee 
On  September  20,  1993,  the  Judicial  Conference  approved  a  proposal  to  establish 
a  Subcommittee  on  Economy  of  the  Conference’s  Budget  Committee.  This  group  of 
judges  will  coordinate  the  judiciary’s  efforts  to  achieve  fiscal  responsibility,  account¬ 
ability,  and  efficiency  in  its  operations,  and  make  recommendations  to  the  full  Budg¬ 
et  Committee  and  the  Judicial  Conference. 

Improving  Operational  Efficiency 

In  October  1992,  Director  Mecham  established  the  District  Court  Efficiencies  Task 
Force  and  selected  as  its  members  four  district  court  judges  and  four  district  court 
clerks.  The  judges  sit  on  Judicial  Conference  committees  relating  to  budget,  case 
management,  judicial  resources,  and  automation.  In  March  1993,  the  Director  ap¬ 
point^  additional  members  representing  bankruptcy  courts  and  probation  and  pre¬ 
trial  services  offices. 

The  task  force  has  defined  its  goal  to  identify  and  promote  efficiencies,  and  uree 
their  adoption  in  all  courts  in  the  interest  of  enhancing  the  delivery  of  justice  by 
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maximizing  productivity,  and  by  eliminating  or  reducing  unnecessary,  redundant,  or 
resource-wasting  practices. 

Reaching  Out  for  Advice 

Consistent  with  the  idea  that  good  government  results  from  a  service  orientation 
rather  than  a  control  orientation,  the  Administrative  Office  established  goals  to 
focus  on  improving  service  and  communication,  and  has  made  a  number  of  improve¬ 
ments  to  enhance  communication  and  participation  in  decision-making.  Last  vear, 
to  improve  the  quality  of  services  provided  to  the  courts,  the  Administrative  Office 
reformed  the  process  by  which  it  ootains  court  advice.  New  guidelines  were  adopted 
reflecting  suggestions  received  from  throughout  the  judiciary,  and  new  structures 
for  advisory  groups  and  automation  user  groups  are  in  place.  Most  importantly,  the 
new  structures  have  ensured  that  each  group  is  appropriately  representative  and 
has  increased  participation  from  a  broader  segment  of  court  employees  to  advise  the 
AO  on  matters  of  importance  for  judicial  administration. 

Designing  Technological  Solutions  to  Operational  Concerns 

A  crucial  factor  in  the  courts’  abilities  to  absorb  tremendous  workload  growth  in 
recent  years  has  been  the  introduction  of  technology.  Automated  data  processing 
has  become  an  integral  part  of  the  day-to-day  accomplishment  of  the  work  in  the 
courts.  A  family  of  case  management  systems  is  available  to  the  appellate,  district, 
and  bankrupt^  courts  to  handle  the  processing  of  cases  more  efficiently.  Public  Ac¬ 
cess  to  Court  Electronic  Records  (PACER)  or  similar  public  access  systems  are  oper¬ 
ating  in  a  large  number  of  courts,  facilitating  easy  access  by  the  public  to  court 
records.  Computer  Assisted  Legal  Research  capabilities  are  extensively  used  by 
judges  and  their  law  clerks.  A  system  for  the  electronic  dissemination  of  opinions 
is  now  operational  in  several  appellate  courts. 

These  practical  applications  have  resulted  in  improved  service  to  the  coiuls,  the 
bar  and  the  public.  Other  potentially  worthwhile  systems  are  under  development 
and  testing.  One  example  is  an  experimental  syiitem  in  several  bankruptcy  courts 
to  replace  paper  claims  with  electronic  claims,  tutoring  and  retrieving  documents 
electronically  rather  than  on  paper  offers  benefits  such  as  reduced  storage  space, 
fast  retrieval,  searching  for  documents  based  upon  their  contents,  and  simultaneous 
viewing  of  a  document  by  more  than  one  person. 

The  development  of  useful  and  effective  systemji  applications  for  the  courts  has 
been  enhanced  through  a  commitment  to  a  user-driven  approach.  In  late  1992,  after 
extensive  court  input  and  discussion,  the  Administrative  Office  developed  a  new 
structure  and  process  for  extensive  user  input  in  defining  automation  requirements 
and  monitoring  development  and  implementation  of  systems  applications.  User 
groups,  “umbrdla”  groups  covering  major  program  areas,  and  an  Automation  Plan¬ 
ning  Council  have  &en  established  to  make  recommendations  concerning  the  judi¬ 
ciary’s  automation  needs  and  the  priority  of  these  needs  within  budget  restraints. 

This  extraordinary  process  of  user  involvement  means  that  the  courts  are  true 

f partners  with  the  Administrative  Office  in  moving  forward  to  bring  technological  so- 
utions  to  federal  court  operations.  Also,  new  methods  for  developing  and  managing 
automated  systems  and  applications  have  been  implemented  to  bring  needed  dis¬ 
cipline  to  this  complex  area. 

One  of  the  joint  Administrative  Office/court  users  ^yroups  is  working  to  identify 
proposed  methods  that  may  streamline  court  operations  as  part  of  the  effort  to  de¬ 
velop  and  apply  automation  tools.  The  group  is  appljdng  methods  and  tools  that 
have  been  used  by  industry  and  other  government  agencies.  This  “reenmneering” 
approach  has  the  potential  to  lead  to  greater  economy  and  efficiency  in  the  courts’ 
operations. 

Improving  Management  Information 

Any  efforts  to  devise  reform  in  the  judiciary  must  be  founded  on  accurate  financial 
and  other  information.  For  several  years  the  Administrative  Office  has  been  work¬ 
ing  diligently  to  improve  and  modernize  its  basic  administrative,  financial,  and 
management  systems  and  processes.  Impioved  informttion  systems  will  provide 
managers  information  needed  to  monitor  and  control  program  costs,  assess  perform¬ 
ance,  and  plan  for  the  future. 

Promoting  Effective  Management  Through  Continuing  Edu  cation 
Education  helps  courts  do  more  with  less,  and  do  it  better.  Federal  Judicial  Cen¬ 
ter  education  programs  and  monographs  cover  the  legal  ard  management  skills  that 
judges  and  court  personnel  need  to  do  their  jobs.  Increasi  ngly  its  proCTams  empha¬ 
size  efficiency  and  attention  to  the  courts’  users.  The  Cen  ters  curriculum  packages 
that  courts  use  in  local  training  include  courses  on  ’^Maximizing  Staff  Productivity” 
and  “Customer  Service  in  the  Federal  Courts.”  The  them  s  of  next  April’s  overlap- 
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ping  conference  of  chief  district  judges,  clerks  of  court,  and  chief  deputies  is  effective 
management  in  an  era  of  scarcity.  A  recent  Center  workshop  for  judges  and  jury 
managers  cost  about  $50,000  but  helped  the  13  participating  courts  save  $380,000 
in  juror  fees. 

The  Center  itself  is  doing  more  with  less.  It  provided  education  to  more  judges 
and  more  supporting  personnel  in  fiscal  1993  than  in  1992  despite  a  cut  in  appro¬ 
priations.  Ana  the  Center  is  developing  inter-active  multi-meoia  educational  pro¬ 
grams  for  even  more  cost-effective  education  for  all  parts  of  the  judiciary. 


Aiding  Evaluation  and  Policy  Choices  with  Research 

Federal  Judicial  Center  research  provides  Conference  committees  and  individual 
courts  with  information  for  effective  policy  development  and  resource  allocations. 
Time  studies  provide  the  data  and  analysis  for  informed  judgments  about  additional 
judgeship  needs.  Evaluations  of  appellate  preargument  conmrencing  plans  and  dis¬ 
trict  court  alternative  case  management  methods  help  judges  know  what  works  and 
what  does  not.  A  new  risk  prediction  device  will  help  probation  officers  determine 
the  proper  level  of  offender  supervision.  A  science  and  technology  manual  will  help 
judges  manage  complex  litigation  more  effectively  and  thus  economicalW. 

Tne  Center’s  statutorily  mandated  study  of  alternative  structures  for  the  courts 
of  appeals  will  help  the  Judicial  Conference  and  the  Congress  weigh  the  costs  and 
benents  of  numerous  proposals  for  structural  and  procedural  changes  to  the  appel¬ 
late  courts. 


Reform  Will  Continue 

In  summary,  the  judiciary  has  been  engaged  in  the  process  of  creating  a  judiciary 
that  works  better  for  some  time.  A  wide  range  of  activities  are  currently  underway; 
more  will  be  undertaken  in  the  future — by  the  Judicial  Conference  and  its  commit¬ 
tees,  bv  the  Administrative  Office  and  the  Federal  Judicial  Center,  by  the  circuit 
judicial  councils,  and  especially  in  the  courts  themselves  since  they  are  the  labora¬ 
tories  of  change  and  innovation  in  the  frontlines  of  justice. 

In  concert  with  the  legislative  and  executive  branches,  and  with  their  support,  the 
judiciary  will  continue  to  work  toward  the  common  goal  of  making  government  work 
oetter.  The  Third  Branch  is  strongly  committed  to  fulfilling  its  critical  mission, 
thereby  deserving  the  respect  of  the  citizens. 

A  message  to  Judges  and  Court  Executives:  In  order  to  develop  a  complete  picture 
of  the  judiciaiVs  reiorm  efforts,  we  are  very  interested  in  hearing  about  other  initia¬ 
tives  and  local  innovations.  Please  let  us  know  about  court  improvement  efforts  by 
contacting: 

Cathy  A.  McCarthy,  Management  Coordination  Officer  (202)  273-1150 

Clarence  A.  Lee,  Jr.,  Associate  Director  for  Management  and  Operations  (202) 
273-3015 

Administrative  Office  of  the  U.S.  Courts,  Washington,  D.C.  20544 


Statement  of  L.  Ralph  Mecham 

Mr.  Chairman  and  Members  of  the  Subcommittee:  Thank  you  for  the  opportunity 
to  apoear  for  the  ninth  time  before  the  Subcommittee  and  present  the  Administra¬ 
tive  (jffice  of  the  U.S.  Courts’  (AO)  fiscal  year  1995  budget  request.  I  would  like  to 
start  by  thanking  all  the  members  of  the  Subcommittee  for  your  help  and  support 
on  our  fiscal  year  1994  appropriation.  This  fiscal  year  is  a  difficult  one  for  us.  The 
AO  actually  received  a  0.4  percent  reduction  this  year  from  the  level  appropriated 
to  us  in  fiscal  year  1993,  in  contrast  to  the  much-needed  8  percent  increase  for  the 
Judiciary  overall.  This  has  come  at  a  time  when  the  need  for  strong  management 
is  greater  than  ever,  as  the  Judiciary  does  its  utmost  to  carry  out  its  mission  in 
the  most  efficient  way  possible.  Your  recognition  of  the  AO  as  a  key  component  of 
a  strong  judicial  system  is  greatly  appreciated,  and  your  efforts  on  our  behalf  are 
\ital  to  our  success. 

The  AO  is  a  unique  agency,  unlike  any  other  in  either  the  Executive  or  Legisla¬ 
tive  branch.  We  exist  to  help  the  federal  courts  deliver  the  highest  quality  of  justice 
possible  to  this  country.  Decades  ago,  we  accomplished  this  primarily  by  providing 
oasic  administrative  support.  But,  as  the  Judiciary’s  responsibilities  and  require¬ 
ments  have  grown  and  changed  over  the  years,  the  AO  has  evolved  accordingly.  Our 
responsibilities  now  also  include  complex  legal,  policy,  program,  planning,  manage¬ 
ment,  and  analytical  support.  We  aid  the  Judicial  Conference  of  the  Umted  States 
in  its  efforts  to  establish  policies  for  the  federal  judicial  system,  help  produce  rules 
that  govern  procedure  and  practice  in  the  federal  courts,  and  lead  Judiciarjr-wide 
efforts  to  improve  the  deliveiw  of  services  and  programs.  Ultimately,  we  facilitate 
the  protection  of  constitutional  rights.  Let  me  briefly  describe  the  varied  responsibil- 
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ities  facing  the  AO  today,  several  reform  efforts  currently  underway  to  improve  the 
efficiency  and  effectiveness  of  the  judicial  system,  and  our  needs  for  fiscal  year  1995. 

THE  AO  TODAY 

The  AO  was  created  in  1939  primarily  to  provide  support  in  the  areas  of  person¬ 
nel  and  payroll,  procurement,  facilities  management,  budget  and  accounting,  and 
statistics  collection  and  reporting.  Today,  in  addition  to  these  basic  services,  the  AO 
provides  staff  support  and  legal  counsel  to  the  Judicial  Conference  and  its  26  com¬ 
mittees;  supports  nearly  1,500  appellate,  district,  bankruptcy,  and  magistrate 
judges;  provides  program  direction  and  management  assistance  for  clerks'  offices, 
probation  and  pretrial  services,  court  reporting  and  interpreting  services,  libraries, 
and  defender  services;  examines  and  coordinates  issues  of  common  concern  among 
the  Judiciary,  the  Congress,  and  the  Executive  Branch;  provides  advice  and  assist 
ance  on  equal  employment  opportunity;  conducts  evaluations  of  Ju^ciary  oper¬ 
ations;  develops  impact  analyses  of  proposed  legislation  and  Executive  Branch  policy 
changes  on  the  Judiciary;  develops,  delivers  and  manages  the  Judiciary’s  automa¬ 
tion  services;  and  provides  training  for  court  personnel  in  program  and  administra¬ 
tive  areas. 

As  the  AO’s  workload  has  grown,  our  share  of  the  Judiciary’s  resources  has  de¬ 
clined  steadily.  In  1984,  the  AO’s  appropriation  represented  2.9  percent  of  the  Judi¬ 
ciary’s  appropriation.  Ten  years  later,  our  appropriation  represents  only  1.6  percent, 
a  44  percent  drop. 


THE  ACy*  DECUNWO  SHARE  OP 
JUDICIARY  APPROPRIATIONS 


Consequently,  providing  effectively  our  wide  variety  of  services  is  quite  challeng¬ 
ing  as  our  workload  increases  and  our  resources  decrease.  To  fulfill  our  responsibil¬ 
ities,  we  must  continually  stret.  h  our  resources  to  the  absolute  limit.  Several  of  our 
activities  are  described  briefly  below. 

Administrative  Services. — The  AO's  basic  administrative  services  support  the 
needs  of  judges  and  other  court  employees  in  over  800  locations  nationwide.  This 
work  goes  on  largely  behind-the-scenes,  but  it  is  extremely  vital  to  the  Judiciary’s 
continuing  operations.  The  following  statistics  help  demonstrate  the  tremendous 
workload  we  handle.  In  1993,  the  AO:  made  247,000  payroll  chaises;  processed  2,9 
million  statistical  reports;  handled  more  than  18,000  phone  calls  mr  automation  as¬ 
sistance  and  tens  of  thousands  of  information  requests  from  members  of  the  judici¬ 
ary,  Congress,  other  government  agencies,  law  firms,  and  the  general  public;  issued 
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82,000  checks  and  paid  52,000  invoices  to  vendors,  contractors,  and  others;  entered 
data  from  200,000  vouchers  into  the  centra]  accounting  system  from  courts  without 
automated  financial  systems;  processed  1,440  documents  for  buying  automation 
equipment  and  services  and  over  700  orders  for  federal  telephone  systems;  and  is¬ 
sued  436  delivery  orders  and  awarded  nearly  200  contracts. 

Providing  these  core  services  is  essentia]  to  furthering  the  accomplishment  of  the 
courts’  critical  mission. 

Automation  and  Technology. — A  sound  automation  system  is  essential  to  effective 
and  efficient  court  operations.  One  of  the  AO’s  main  tasks  is  to  work  closely  with 
the  courts  and  the  Judicial  Conference’s  Automation  and  Technology  Committee  to 
ensure  that  the  appropriate  systems  and  services  are  in  place  and  properly  meet 
the  courts’  needs.  The  following  describes  briefly  some  of  the  many  initiatives  under¬ 
way. 

The  AO  continues  efforts  to  enhance  several  existing  case  management  and  track¬ 
ing  software  systems  and  to  assist  certain  courts  in  becoming  operational  on  these 
systems.  Court  executives  and  user  groups  have  prioritized  requirements  for  many 
additional  functions  that  would  improve  the  productivity  of  docket  clerks,  law 
clerks,  and  others.  The  AO  responds  to  these  needs  with  fully-tested  software  im- 

f>rovements.  For  example,  the  AO  is  addressing  needed  enhancements  in  the  appel- 
Si*e,  district  and  bankrupt(y  case  management  and  tracking  systems  that  are  criti¬ 
cal  to  the  courts’  mission.  In  addition,  the  AO  is  assisting  19  district  courts  in  be¬ 
coming  operational  on  the  criminal  system,  and  30  probation  and  pretrial  services 
offices  on  their  case  tracking  system,  known  as  PACTS,  in  calendar  year  1994. 
These  rates  are  dependent  on  the  continued  availability  of  funding  and  can  be  accel¬ 
erated  should  additional  funding  become  available. 

The  AO  is  working  with  court  managers  on  replacing  the  courts*  existing  finan¬ 
cial,  payroll/personnel,  and  jury  selection  systems.  These  old,  first  generation  auto¬ 
mation  systems,  in  place  for  many  years,  no  longer  meet  court  managers’  needs. 
Modern  systems  are  needed  to  enable  court  managers  to  profit  £ri)m  exciting  initia¬ 
tives  underway  to  decentralize  budgeting  and  personnel  activities  to  the  courts.  To 
develop,  deploy,  and  maintain  these  new  systems,  the  AO  initiated  several  complex, 
multi-year  projects  that  depend  on  the  continued  availability  of  funding.  The  AO  is 
committed  to  these  efforts  and  is  already  making  significant  progress. 

These  and  other  planned  automation  efforts  are  critical  for  ensuring  that  an  effec¬ 
tive  automation  infrastructure  is  available  to  the  courts  to  help  them  carry  out  their 
crucial  responsibilities. 

Support  for  Judges. — Su^orting  the  needs  of  judges  is  one  of  the  highest  prior¬ 
ities  for  all  AO  employees.  Our  many  responsibilities  include  conducting  orientation 
programs  for  new  chief  judges  and  administering  judges’  retirement  and  survivors’ 
annuities  trust  funds.  In  1993,  the  AO  enhanced  the  chief  judge  orientation  program 
and  published  and  distributed  a  booklet  on  retirement  benefits  for  bankruptcy  and 
magistrate  judges  which  describes  various  options  open  to  these  judges  and  their 
families.  A  second  booklet  on  senior  status  and  retirement  for  Article  III  judges  will 
soon  be  distributed. 

Human  Resource  Management. — Peoole  are  the  Judiciary’s  main  resource.  A  high 
priority  mission  of  the  AO  is  to  provide  both  management  and  administrative  sup¬ 
port  to  the  courts  in  the  human  resources  area,  and  to  provide  staff  support  for  the 
Judicial  Conference’s  Judicial  Resources  Committee.  Providing  training,  determin¬ 
ing  appropriate  staffing  requirements,  eliminating  staffing  disparities,  and  imple¬ 
menting  a  new  personnel  system  are  but  a  few  of  the  areas  in  which  the  AO  is  in¬ 
volved. 

The  AO  offers  a  variety  of  training  programs  for  court  employees  nationwide.  In 
1993,  the  AO  led  over  50  seminars,  workshops,  technical  courses,  and  conferences. 
In  addition,  30  training  and  development  sessions  were  held  for  AO  staff.  These  in¬ 
cluded  a  broad-based  national  automation  education  and  training  program  to  ensure 
that  court  employees  obtain  the  knowledge  and  skills  they  need  to  ensure  that  they 
can  use  the  national  software  systems  developed  by  the  AO  to  maximum  advantage. 
In  addition,  30  training  and  development  sessions  were  held  for  AO  staff  to  ensure 
that  they,  as  providers  of  service,  have  the  knowledge  and  skills  they  need  to  service 
adequately  the  needs  of  the  courts. 

Court  staffing  requirements  are  allocated  based  on  workload  measurement  for¬ 
mulas,  which  need  revision  from  time  to  time.  The  AO  is  responsible  for  these  up¬ 
dates,  working  in  conjunction  with  court  i-epresentatives  and  Judicial  Conference 
committees,  work  measurement  formulas  for  probation  and  pretrial  services  offices 
were  updated  in  1991,  and  for  district  court  clerks’  offices  in  1992.  In  1993,  a  new 
formula  for  bankruptcy  clerks’  offices  was  approved  by  the  Executive  Committee  of 
the  Judicial  Conference. 
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Due  primarily  to  the  drop  in  bankruptcy  filings  over  the  past  year,  staffing  dis¬ 
parities  have  developed  from  court  to  court.  The  AO  has  worked  closely  with  court 
representatives  to  develop  a  plan  for  eliminating  these  differences  by  redistributing 
employees  among  courts  nationwide.  The  Executive  Committee  of  the  Judicial  Con¬ 
ference  approvea  this  staffing  equalization  plan  in  mid-December  and  a  report  was 
submitted  to  the  Congress  on  Januaiy  31,  1994,  as  re<mested  in  the  Conference  Re¬ 
port  on  the  Judiciary's  fiscal  year  1994  appropriation.  This  highly  innovative  initia¬ 
tive  has  allowed  the  courts  to  request  a  smaller  1995  funding  increase  and  lower 
overall  staffing  level  than  otherwise  would  have  been  possible.  The  AO  is  playing 
a  m^'or  role  in  assisting  courts  nationwide  with  implementing  the  plan  and  guiding 
the  process  to  ensure  its  success. 

In  1993,  the  AO  concluded  a  four-year  review  of  the  courts’  personnel  classifica¬ 
tion  and  pay  system.  With  extensive  participation  from  court  representatives  and 
assistance  from  the  National  Academy  of  Public  Administration,  an  improved  Court 
Personnel  Management  System  was  desired  to  replace  the  current  system.  The 
new  system  increases  classification  flexibility,  reduces  the  number  of  grades  and 
broadens  salary  ranges,  and  simplifies  job  qualification  standards.  Court  managers 
will  have  greater  decision-making  authority  in  personnel  matters,  which  will  enable 
them  to  achieve  greater  efficiency.  Implementation  of  the  system  is  scheduled  to 
begin  in  October  1994. 

Specialized  Support. — Much  of  the  AO’s  time  is  devoted  to  management  support 
initiatives  at  the  request  of  the  courts  or  Judicial  Conference  program  committees. 
Examples  of  projects  include  designs  and  reviews  of  new  automation  system  instal¬ 
lations,  as  well  as  broader  management  reviews  and  evaluations  of  clerks’  offices 
and  probation  and  pretrial  services  offices.  In  1993,  Chief  Judges  in  the  District  of 
Puerto  Rico  and  the  Central  District  of  California  asked  the  AO  to  conduct  com¬ 
prehensive  studies  of  their  courts’  operations.  The  AO  identified  opportunities  for 
improvement  and  recommended  changes  that  will  increase  efficiency  and  effective¬ 
ness. 

Financial  auditing  is  another  important  area  of  support.  The  AO  conducts  cyclical 
audits  of  circuit  executive  offices,  staff  attorney  offices,  circuit  librarian  offices,  de¬ 
fender  services  offices,  probation  and  pretrial  services  offices,  and  clerks’  offices  in 
the  appellate,  district,  and  bankruptcy  courts. 

Court  Security  and  Defender  Services. — Ensuring  that  federal  courthouses  are  safe 
and  secure  for  members  of  the  Judicia^  and  the  general  public  continues  to  be  one 
of  the  AO’s  important  priorities.  The  AO  is  working  with  the  U.S.  Marshals  Ser/ice, 
which  furnishes  the  courts’  security  services,  to  examine  ways  of  better  providing 
services  given  limited  resource  levels.  In  addition,  funding  to  support  a  total  of  six 
reimbursable  positions  in  the  AO’s  Court  Security  Office  is  included  in  the  Judi¬ 
ciary’s  1995  budget  request  for  the  Court  Security  appropriation.  This  will  allow  the 
AO  to  provide  greater  oversight  of  the  court  security  program.  Recent  reviews  con¬ 
ducted  by  the  AO  and  the  National  Academy  of  I^blic  Administration  have  rec¬ 
ommended  that  the  Judiciary  become  more  involved  in  managing  court  security  re¬ 
sources.  A  General  Accounting  Office  study,  currently  being  finalized,  is  also  ex¬ 
pected  to  make  this  recommendation. 

Regarding  the  Defender  Services  program,  recent  and  dramatic  increases  in  the 
costs  of  providing  Constitutionally-mandated  representation  for  indigent  criminal 
defendants  have  focussed  attention  on  the  need  to  carefully  examine  expenditures 
associated  with  these  services,  as  provided  by  both  private  attorneys  and  defender 
organizations.  Recognizing  this  critical  need,  the  Judiciary  sought  and  received  Con¬ 
gressional  authorization  to  use  funds  included  in  the  Defender  Services  appropria¬ 
tion  to  support  nine  reimbursable  positions  in  the  AO’s  Defender  Services  Division. 
These  positions  will  be  devoted  primarily  to  the  analysis  and  review  of  the  activities 
of  panel  attorneys  and  federal  defender  organizations,  including  death  penalty  re¬ 
source  centers,  to  ensure  the  cost  effectiveness  and  proper  operation  of  these  compo¬ 
nents  of  the  federal  defender  pro^am. 

The  support  the  AO  provides  in  managing  resources  for  the  Defenders  Services 
and  Court  Security  programs  is  essential  to  ensuring  that  the  Judiciary’s  scarce  re¬ 
sources  are  put  to  the  best  possible  use. 

Probation  and  Pretrial  Services. — ^The  AO  provides  substantial  support  to  the  Ju¬ 
diciary’s  probation  and  pretriEd  services  offices.  We  manage  over  1,000  contracts 
that  are  critical  to  the  adequate  monitoring  of  the  more  than  45,000  offenders  under 
the  Judiciary’s  supervision.  These  include  contracts  for  urinalysis  testing,  substance 
abuse  treatment,  mental  health  treatment,  and  electronic  monitoring.  The  proper 
management  of  the  services  provided  under  these  contracts  is  vital  to  ensuring  that 
offenders  at  liberty  in  the  community  do  not  threaten  public  safety. 
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JUDICIARY  REFORM 

In  addition  to  providing  d^-to-day  administrative,  program,  and  management 
support,  the  AO  supports  the  Judiciaiys  broader  and  longer  term  efforts  for  stream¬ 
lining  operations,  cutting  costs,  and  generally  improving  the  way  the  Judiciary  con¬ 
ducts  business.  For  the  past  several  years,  the  Judiciary  has  b^n  focussing  on  nu¬ 
merous  reforms,  many  of  which  relate  to  themes  discussed  in  the  Vice  President’s 
recent  National  Performance  Review.  Let  me  briefly  describe  some  of  these  initia¬ 
tives. 

Long-Range  Planning. — Long  range  planning  is  a  high  priority  for  the  Judiciary. 
The  Judicial  Conference’s  Committee  on  Long  Ran^e  Planning  is  examining  the  Ju¬ 
diciary’s  structure,  jurisdiction,  and  operations.  It  is  a  follow-on  to  the  Congression- 
ally-created  Federal  Court  Study  Committee.  The  AO  provides  the  staff  support  and 
analyses  the  Committee  needs  to  fulfil]  its  mission.  In  1993,  the  AO  completed  sev¬ 
eral  studies,  including  an  analysis  of  the  impact  of  eliminating  diversity  jurisdiction 
and  an  analysis  of  the  demographic  attributes  of  the  judicial  workforce  with  a  pro¬ 
jection  of  circuit  and  district  workload  and  resource  requirements  through  the  year 
2020.  These  efforts  are  crucial  for  ensuring  that  the  Judiciary  is  prepared  properly 
for  the  needs  and  demands  of  tomorrow. 

Cost  Containment. — ^The  entire  Judiciary  is  involved  in  an  intense,  continuous  cost 
containment  effort.  Hundreds  of  cost  cutting  suggestions  so  far  have  been  sent  to 
the  AO  from  judges,  managers,  and  staff  nationwide.  The  AO  acts  as  a  clearing¬ 
house  for  these  ideas,  evaluating  those  with  potential  and  ensuring  that  worthwhile 
ones  are  shared  with  all  members  of  the  Judiciary  family. 

The  AO  also  provides  staff  support  to  the  Budget  Committee's  new  Subcommittee 
on  Economy,  created  by  the  Judicial  Conference  of  the  United  States  in  September 
1993  to  promote  greater  fiscal  responsibility,  accountability,  and  efficiency  in  the  Ju¬ 
diciary.  The  AO  will  conduct  the  analyses  and  provide  the  information  needed  for 
the  Subcommittee  to  fulfill  its  mandate.  The  AO’s  role  will  be  to  ensure  that  all  Ju¬ 
diciary  programs  are  carefully  and  consistently  examined,  annual  budget  requests 
reflect  the  conclusions  reached  in  these  program  studies,  and  resoiu'ces  are  managed 
as  productively  as  possible.  This  work  will  be  essential  to  the  Judiciary’s  ability  to 
cope  with  the  funding  shortages  we  have  all  been  experiencing  in  recent  years,  and 
will  continue  facing  in  the  future. 

Communication  with  the  Courts. — Effective  communication  between  and  among 
the  AO  and  the  courts  is  crucial  for  a  sound  Judiciary.  Facilitating  productive  com¬ 
munication  is  a  high  priority  for  the  AO.  One  means  of  accomplishing  this  is  a  for¬ 
mal  advisory  group  network  to  address  issues  of  common  concern  and  interest.  For 
example,  the  Court  Administration  Advisory  Council  played  a  key  role  in  the  devel¬ 
opment  of  the  staffing  equalization  plan  I  discussed  earlier.  This  council  is  com¬ 
prised  of  members  from  circuit,  district,  and  bankruptcy  court  advisory  groups  who 
consider  issues  pertinent  to  their  specific  areas.  As  another  example,  the  AO  has 
established  an  Automation  Planning  Council,  comprised  of  court  and  AO  representa¬ 
tives,  for  making  recommendations  concerning  the  courts’  automation  policies. 

Books,  manuals,  pamphlets,  newsletters,  and  other  documents  that  the  AO  rou¬ 
tinely  produces  and  distributes  on  a  variety  of  topics  are  another  important  means 
of  communication.  The  AO  strives  continuously  to  enhance  the  usefulness  and  qual¬ 
ity  of  these  publications.  The  Third  Branch,  which  provides  information  on  legisla¬ 
tive,  fiscal,  and  other  issues  facing  the  Judiciary,  won  a  national  award  for  excel¬ 
lence  in  government  newsletters. 

During  these  tight  fiscal  times,  effective  communication  takes  on  a  new  impor¬ 
tance,  as  it  allows  many  productive  ideas  for  reducing  costs  and  increasing  efficiency 
to  be  shared  among  the  Judiciary’s  elements. 

FISCAL  YEAR  1995  BUDGET  REQUEST 

Despite  shrinking  resources,  the  AO  strives  to  serve  the  Judiciary  as  best  it  can. 
However,  resources  can  only  be  stretched  so  far,  and  the  AO  has  passed  the  break¬ 
ing  point.  Our  ability  to  continue  providing  quality  services  and  programs  requires 
actional  resources. 

The  AO’s  fiscal  year  1995  budget  request  totals  $48,804,000,  an  increase  of 
$3,904,000  over  fiscal  year  1994.  Nearly  three-fourths  of  this  increase  ($2,834,000) 
is  needed  to  fund  inflation,  pay  and  benefit  cost  adjustments,  and  other  items  re¬ 
quired  to  maintain  current  activity  levels.  Of  that,  $1,938,000  is  needed  to  offset  an 
expected  decrease  in  fee  income.  Without  restoration  of  this  funding  through  appro- 

finations,  we  would  be  forced  to  reduce  current  employment  by  30  full-time  equiva- 
ents;  more  than  30  positions  would  have  to  be  cut  to  realize  these  savings.  This 
would  have  a  catastrophic  effect  on  our  ability  to  support  court  operations. 
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The  remcdiung  increase  ($1,070,000)  is  requested  to  fill  sixteen  of  our  forty-one 
vacant  positions.  It  is  critical  that  we  fill  these  vacancies.  For  two  years  we  have 
been  under  a  hiii^  fi^ze  and  have  been  unable  to  fill  numerous  vacant  positions 
because  of  insufficient  funding,  despite  increases  in  workload.  As  a  result,  many  key 
areas  are  severely  understaff^. 

We  fully  appreciate  the  competing  demands  on  the  Federal  budget  and  would  not 
be  requesting  this  increase  if  our  situation  were  not  so  dire.  Indeed,  we  ask  only 
for  a  small  increase  to  meet  our  most  critical  needs.  We  request  no  new  positions — 
only  resources  to  fill  vacant  positions  we  already  have.  Without  additions  funding, 
we  simply  will  not  be  able  to  provide  the  level  and  quality  of  service  and  support 
the  courts  and  the  Judicial  Conference  need  and  deserve. 

Although  we  are  a  small  agency,  we  have  a  big  job  to  do.  We  are  all  committed 
to  doing  the  absolute  best  job  we  can  and  using  our  limited  resources  as  produc¬ 
tively  as  possible.  I  appreciate  the  opportunity  to  appear  before  you,  and  I  thank 
you  for  your  time  and  efforts.  This  concludes  my  presentation  today. 


Statement  of  William  W  Schwarzer,  Director,  Federal  Judicial  Center 

Mr.  Chairman  and  members  of  the  Subcommittee.  My  name  is  William  W 
Schwarzer.  I  am  the  Director  of  the  Federal  Judicial  Center,  the  federal  courts’ 
agency  for  research,  planning,  and  education  and  training.  Prior  to  coming  to  Wash¬ 
ington  to  assume  that  position,  I  served  as  a  United  States  District  Judge  for  the 
Northern  District  of  Califomia  for  fourteen  years. 

I  wish  to  express  the  Center’s  appreciation  for  the  support  the  Subcommittee  has 
given  over  the  years,  and  for  the  opportunity  to  submit  this  statement,  which  sum¬ 
marizes  the  Center’s  fiscal  1995  appropriation  request  and  the  supporting  informa¬ 
tion.  The  Center  will  be  pleased  to  respond  to  any  questions  you  or  members  of  the 
Subcommittee  might  want  to  put  to  us  as  you  consider  our  request. 

THE  FEDERAL  JUDICIAL  CENTER 

Congress  created  the  Center  in  1967  “to  further  tiie  development  and  adontion  of 
improved  judicial  administration  in  the  courts  of  the  Unitea  States”  (28  U.S.C.  § 
620(a)).  The  Center’s  Board  is  chaired  by  the  Chief  Justice  and  includes  six  judges 
elected  by  the  Judicial  Conference,  as  well  as  the  director  of  the  Administrative  Of¬ 
fice.  At  its  September  1993  meeting,  the  Board  carefully  considered  and  unani¬ 
mously  approved  this  fiscal  1995  appropriation  request,  including  a  7  percent  in¬ 
crease  over  the  fiscal  1994  appropriation. 

The  Center  performs  a  number  of  tasks  to  cany  out  its  statutory  mission  of  im¬ 
proving  the  administration  of  justice  in  the  federal  courts.  The  most  important  of 
these  is  education  and  training.  The  Center  provides  a  variety  of  education  and 
training  programs  to  meet  the  needs  of  some  1,700  federal  judges  and  some  26,000 
supporting  personnel.  These  programs  are  tailored  to  the  requirements  of  the  fed- 
er^  courts  and  are  available  from  no  other  source.  They  are  critical  to  maintaining 
the  courts’  ability  to  serve  the  public  effectively  and  efficiently  in  a  time  of  declining 
resources.  Chief  Justice  Rehnquist  said  in  his  recent  Year-End  Report  on  the  Fed¬ 
eral  Judiciary,  that  “(elducation  and  training  *  ♦  *  help  courts  do  more  with  less, 
and  do  it  better.  Federal  Judicial  Center  programs  and  monographs  augment  the 
legal  and  management  skills  that  judges  and  court  personnel  need  to  do  their  jobs 
well.  Increasingly,  the  Center’s  programs  emphasize  efficiency  and  attention  to  the 
courts’  users.” 

Beginning  in  the  current  fiscal  year,  and  through  all  of  the  next,  an  unprece- 
dent^  number  of  new  judges  and  probation  and  pretrial  services  officers  will  be  en¬ 
tering  the  system.  The  Clinton  Administration  entered  office  with  slightly  over  100 
district  and  circuit  judge  vacancies  to  fill,  but  retirements  during  the  year  created 
about  as  many  vacancies  as  were  filled.  Thus,  there  are  still  over  100  vacancies  to 
be  filled,  and  new  vacancies  due  to  retirement  will  accrue  at  a  rate  of  approximately 
6  per  month.  Even  if  many  of  these  vacancies  will  he  filled  in  fiscal  1994,  many  of 
the  appointees  will  be  slated  for  Center  orientation  programs  in  fiscal  1995.  In  fiscal 
1995,  the  pace  of  vacancy  creation  will  continue,  creating  more  judges  who  need  ori¬ 
entation.  Added  to  the  new  district  and  circuit  judges  are  numerous  bankruptcy  and 
magistrate  judge  positions,  created  by  more  retirements  than  usual.  As  a  result  the 
number  of  new  judges  requiring  orientation  will  be  nearly  twice  the  normal  rate. 
In  addition,  due  to  retirements  and  creation  of  new  positions,  twice  the  normal  num¬ 
ber  of  probation  and  pretrial  services  officers  will  be  entering  into  service  next  year. 
All  of  these  judges  and  officers  require  orientation  by  the  Center  to  perform  the 
complex  and  highly  technical  responsibilities  of  their  new  positions,  as  well  as  con¬ 
tinuing  education  uiroughout  their  careers.  Orientation  is  an  essential  task,  and  the 
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Center  will  meet  it,  but,  as  explained  below,  it  no  longer  has  the  resources  to  do 
that  and  meet  other  important  obligations. 

The  Center^s  other  important  task  is  to  conduct  research  on  federal  court  oper¬ 
ations.  Requests  come  Congress,  committees  of  tlie  Judicial  Conference,  and 
specific  courts.  They  are  driven  largely  by  the  constant  increase  in  the  business  of 
the  federal  courts,  the  steady  expansion  by  Congress  of  federal  jurisdiction,  and  the 
growing  complexity  of  federd  litigation.  Among  the  migor  projects  conducted  by  the 
Center  are  these: 

— comprehensive  analysis  of  structural  and  procedural  alternatives  for  the 
courts  of  appeals  to  help  Congress  and  the  Judicial  Conference  assess  their  fea¬ 
sibility,  costs  and  benefits. 

— ^Analyses  of  alternatives  to  present  sentencing  schemes  and  of  possible  revisions 
of  the  sentencing  guidelines. 

— Support  for  courts  in  implementing  the  Civil  Justice  Reform  Act  of  1990. 

— Study  of  and  reports  to  Congress  on  court-annexed  arbitration. 

— Proc^ures  for  enhancing  coordination  and  cooperation  among  state  and  federal 
court  systems,  including  improved  ways  of  managing  mass  tort  litigation. 

— Support  for  the  courts*  long-range  planning  process  by  tiie  preparation  of  a  se¬ 
ries  of  monographs  re-examining  the  traditional  ways  in  which  courts  do  busi¬ 
ness. 

The  Center  performs  these  and  other  functions  with  a  full  time  equivalent  staff 
of  158  working  in  six  divisions  and  two  smaller  offices. 

BUDGET  COORDINATION  WITHIN  THE  JUDICIAL  BRANCH 

The  Center  develops  its  appropriation  requests  in  consultation  with  the  Judicial 
Conference  Budget  Committee  and  the  Administrative  Office.  That  consultation  led 
to  the  joint  request  of  the  Judicial  Conference  and  the  Center  for  the  budget-neutral 
transfer  of  $505,000  from  the  Center  to  the  court’s  Salaries  and  Expenses  account, 
described  below.  Additionally,  the  Center  operates  under  an  interagency  agreement 
with  the  Administrative  Office  that  identifies  the  training  missions  of  both  agencies 
and  ensures  that  the  Center,  as  the  courts’  primary  education  agency,  will  be  avail¬ 
able  to  provide  curriculum  development  and  other  education  services  to  the  Admin¬ 
istrative  Office,  thus  saving  costs  and  avoiding  duplication  of  effort.  A  similar  agree¬ 
ment  with  the  United  States  Sentencing  Commission  concerns  sentencing  training. 

FISCAL  1996  REQUEST  SUMMARIZED 

We  appreciate  Congress’s — and  this  Subcommittee’s— long-standing  support  for 
and  confidence  in  the  Center,  While  we  might  have  wished  for  appropriations  in  the 
last  two  years  that  would  have  maintained  the  Center’s  budget  in  real  dollars,  we 
are  well  aware  of  the  demand  for  austerity  under  which  the  appropriations  process 
must  operate.  We  make  this  request  for  an  increase  only  after  the  most  careful  con¬ 
sideration  and  because  of  the  special  circumstances  that  the  Center  will  confront  in 
fiscal  1995. 

We  also  aimreciate  having  been  authorized  to  obligate  a  portion  of  our  1994  ap¬ 
propriation,  $1.8  million,  for  fiscal  1995  education  programs.  This  authority  will 
help  the  Center  make  more  effective  use  of  its  fiscal  1994  appropriation,  and  we  ask 
that  the  same  authority  be  provided  with  respect  to  our  fiscal  1995  appropriation. 

With  regard  to  the  two-year  authority,  it  is  important  that  1  point  out  that  the 
demands  on  the  Center  are  such  that  we  obligate  our  entire  appropriation  during 
the  year  we  receive  it.  Thus,  we  will  not  carry  forward  into  fiscal  1995  (as  an  unobli¬ 
gated  balance)  any  of  that  $1,S  million  in  fiscal  1994  funds  that  Congress  authorized 
the  Center  to  obligate  in  fiscal  1995.  This  authority,  however,  does  make  our  budg¬ 
eting  more  efficient  and  effective,  because  it  lets  us  apply  funds  de-obligated  late 
in  the  fiscal  year  to  programs  we  can  then  schedule  for  the  first  few  months  of  the 
next  fiscal  year.  In  the  past,  we  either  lost  the  use  of  such  funds  completely  or  were 
restricted  (by  the  September  30th  spending  authority  cut-off)  in  the  uses  to  which 
to  apply  them. 

Since  fiscal  1992,  the  Center’s  appropriation  has  declined  from  $18,895,000  to 
$18,460,000— or  $446,000.  In  terms  of  actual  spending  power,  however,  the  reduc¬ 
tion  has  been  close  to  $2  million.  The  chart  below  shows  the  erosion  in  the  Center’s 


resources  since  fiscal  1992  as  well  as  the  modest  recovery  the  fiscal  1995  request 
would  provide. 


Fiscal  year 


1992  . 

1993  . 

1994  . 

1995  (request) 


FJC  appropriation 


$18,895,000 

18.600,000 

18,450,000 

19,739,000 


Reduction  from 
fiscal  year  1992 
app<vpriation 
(adjusted  for 
uncontrollabie 
increases) 
(percent) 


We  are  requesting  a  fiscal  1995  appropriation  of  $19,739,000,  7  percent  over  the 
fiscal  1994  appropriation,  and  4.5  percent  over  the  fiscal  1992  appropriation.  After 
ac^usting  for  the  uncontrollable  increases  that  the  Center  has  had  to  absorb  over 
the  last  two  years,  however,  the  requested  fiscal  1995  appropriation  is  still  more 
than  2  percent  below  the  Center^s  fiscal  1992  spending  lev5. 

The  Center's  fiscal  1996  appropriation  of  $19,739,000  consists  of  the  following  ele¬ 
ments: 

Fiscal  1994  appropriation  .  $18,450 

Budget-neutral  transfer  from  the  Center's  base  to  the  courts'  salaries  and 
expenses  base  to  pay  costs  associated  with  the  lease  and  operations 
and  maintenance  of  the  Thurgood  Marshall  Federal  Judiciary  Build¬ 
ing.  (see  below)  .  (605) 

Fiscal  1994  base  for  calculating  a4justments .  17,945 

Fiscal  1995  adjustments  to  base  (see  below)  .  883 

Additional  funds  r^uired  to  provide  orientation  and  continuing  edu¬ 
cation  and  training  to  feaeral  judges  and  court  personnel  (see 
below)  .  911 

Fiscal  1995  request  (7  percent  over  fiscal  1994  appropriation)  .  19,739 


The  following  provides  additional  information  on  items  above. 

Budget-neutral  transfer  to  courts’  bucket. — Pursuant  to  the  Judicial  Conference's 
action  last  September  to  include  the  Thurgood  Marshall  Federal  Judiciary  Building 
in  the  courts’  salaries  and  expense  appropriation  for  the  lease,  operations,  ana 
maintenance  costs  of  all  judiciary  buildings,  the  Center  seeks  to  transfer  to  that  ac¬ 
count  the  $505,000  in  its  base  budget  used  to  pay  its  share  of  such  costs. 

Fiscal  1994  adjustments  to  base. — Just  under  60  percent  of  the  requested  increase 
for  fiscal  1996  is  to  provide  for  inflationary  increases  and  other  uncontrollable  cost 
adjustments,  calculated  according  to  standard  factors  provided  by  the  Administra¬ 
tive  Office  or  the  U.  S.  Courts. 

Additional  funds  required  to  provide  orientation  and  continuing  education  and 
training  to  federal  court  personnel. — Of  the  $911,000  requested  above  base  adjust¬ 
ments,  $844,000  will  help  meet  the  cost  of  travel  and  subsistence  of  new  judges  and 
new  probation  and  pretrial  services  officers  to  attend  (Center  orientation  programs 
for  them.  Without  this  increase,  orientation  costs  will  require  us  to  go  even  deeper 
into  our  base,  which,  as  noted  above,  has  been  reduced  over  the  past  two  years.  In 
fiscal  1995,  the  Center  expects  to  provide  orientation  for  approximately  250  newly- 
appointed  circuit,  district,  bankruptcy  and  magistrate  judges,  which  is  approxi¬ 
mately  twice  as  many  as  the  average  number  for  which  it  has  provided  orientation 
annually  over  the  past  five  years.  In  fiscal  1996,  about  700  new  probation  and  pre¬ 
trial  services  officers  will  need  orientation,  twice  the  average  annual  number  over 
the  past  five  years.  Moreover,  more  new  officers  and  judges  increase  the  total  com¬ 
plement  of  almost  28,000  court  personnel  to  whom  the  Center  must  provide  on-going 
training  and  skill  development  progran.s. 

Judges  participate  in  small  groups  in  a  five  day  prograifi  immediately  following 
their  appointment  and  in  a  larger  five  day  second-pnase  orientation  within  twelve 
months  of  appointment.  Probation  and  pretrial  services  officers  attend  a  nine-day 
orientation  session.  The  demands  of  operating  these  programs  for  such  numbers  of 
new  personnel  and  still  meeting  all  other  demands  we  face  are  beyond  the  present 
capacity  of  the  Center's  staff;  ^67,090  will  provide  the  compensation  and  related 
benefits  for  one  additional  full  time  equivalent  professional  staff  member. 
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Many  other. needs  face  the  Center  above  and  beyond  those  created  (not  only  for 
orientation  but  also  for  continuing  education)  by  &e  substantial  increases  in  new 
judges  and  new  probation  and  pretrial  services  officers.  Those  needs  include  addi¬ 
tional  research  and  education  on  sentencing,  training  to  improve  the  skills  of  senior 
court  managers,  and  leadership  development  for  mid-level  managers.  The  funding 
in  the  Center’s  base  budget  is  inadequate  for  the  needs  that  must  be  met  to  improve 
the  administration  of  justice  in  the  federal  courts.  This  request  meets  only  those 
that  are  most  pressing. 

For  some  time  now  the  Center  has  pursued  programs  and  policies  to  stretch  its 
resources,  through  the  use  of  more  economical  ways  of  delivering  training,  the  appli¬ 
cation  of  new  technologies  to  provide  cost-eftective  training,  inU'mal  staff  and  oper¬ 
ational  adjustments  and  reallocations,  and  other  economies.  Some  of  the  steps  the 
Center  has  taken  to  make  the  best  use  of  its  funds  are  described  in  the  Appendix 
to  this  statement.  In  the  aggregate  these  steps  have  had  significant  effects.  For  ex¬ 
ample,  in  fiscal  1993  the  Center  was  able  to  provide  7,425  “judge  days”  of  education, 
38  percent  more  than  in  fiscal  1992,  while  cost  per  judge  day  declined  from  $347 
to  $280.  Over  23,000  support  personnel  received  training  in  fiscal  1993,  up  from 
21,474  in  fiscal  1992,  but  at  a  cost  almost  $300,000  less  than  in  fiscal  1992. 

CONCLUSION 

The  Center  operates  on  an  extremely  tight  budget.  Because  it  practices  rigorous 
cost  control  and  stresses  efficiency,  it  is  able  to  deliver  a  large  volume  of  services 
at  very  low  cost.  Consequently,  even  a  small  reduction  in  its  appropriation  could 
have  a  severe  impact — not  only  on  its  programs  but  also  on  its  ability  to  maintain 
its  staff  which  represents  a  substantial  investment  and  a  valuable  asset  to  the  fed¬ 
eral  courts.  The  education  and  research  the  Center  provides  enable  the  courts  to  en¬ 
hance  their  productivity  as  they  are  faced  with  a  growing  volume  of  work  and  de¬ 
clining  resources.  The  funds  requested  for  these  activities  amount  to  less  than  one 
percent  of  the  judiciary’s  budget  (0.6  percent),  an  historic  low. 

I  am  grateful  for  your  support  and  look  forward  to  the  opportunity  to  respond  to 
any  questions  you  may  have  about  our  fiscal  1995  request. 

Appendix— Efforts  to  Reduce  Center  Costs  and  Increase  Cost-Effectiveness 

Some  of  the  ways  in  which  the  Center  controls  and  reduces  expenditures  to  pro¬ 
vide  increased  services  include  the  following: 

Supplying  Center- prepared  “package  training  programs”  to  court  units  for  presen¬ 
tation  by  Center-trained  court  staff  to  employees  at  their  place  of  work — greatly  re¬ 
ducing  travel. 

Applying  advanced  educational  technology,  including  interactive  computer-based 
programs  with  video  components,  to  provide  effective  on  site  skill  development 
training  (for  example,  the  Center  will  shortly  release  an  interactive  computer  pro¬ 
gram  that  deputy  clerks  can  use,  at  their  desks,  to  learn  the  Federal  Rules  of  (5ivil 
Procedure). 

Through  the  recently-granted  two-year  spending  authority  for  $1.8  million,  reduc¬ 
ing  the  amount  of  staff  time  and  effort  required  for  year-ond  close-outs  and  procure¬ 
ments. 

Promoting  use  of  GSA  “generic”  brands  and  bulk  purchases  and  competitive  bid¬ 
ding  for  non-GSA  purchases  under  $2,500. 

Purchasing  rather  than  renting  copiers;  standardizing  copying  and  fax  machine 
purchases  to  take  advantage  of  volume  discounts  of  supplies;  encoura^ng  two-sided 
copying;  programming  copiers  to  avoid  unnecessary  multiple  copying;  returning 
toner  cartridges  to  manufacturers  for  reuse  and  rebate;  and  erasing  and  reusing 
thousands  of  floppy  discs  made  obsolete  by  software  updates. 

Using  electronic  mail  for  staff  announcements  to  avoid  paper  and  copy  expenses. 

Using  UNICOR  (Federal  Prison  Industries)  to  refinish  or  reupholster  existing  fur¬ 
niture;  consolidating  calls  for  furniture  and  equipment  repair  to  reduce  costs;  mak¬ 
ing  furniture  swaps  with  ^e  other  agencies  in  the  building;  discontinuing  mainte¬ 
nance  contracts  (e.g.,  fof  telephones  and  telecommunications  equipment,  computers, 
laser  printers)  and  relying  on  the  skill  and  technical  knowledge  of  FJC  staff. 

Using  metering  systems  and  training  staff  to  ship  materials  at  lowest  cost. 

Abandoning  traditional  3-ring  binders  for  seminar  materials  in  favor  of  in-house 
binding,  saving  money  in  both  material  and  in  shipping  costs. 
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Statement  of  Helen  Wilson  Nibs,  Chief  Judge,  U.S.  Court  of  Appeals  for  the 

Federal  Circuit 

Mr.  Chairman,  I  am  pleaiied  to  submit  my  statement  to  the  Committee  for  the 
fiscal  year  1995  budget  estimate. 

The  amount  of  our  1996  budget  request  totals  $14,638,000.  This  is  an  increase 
of  $1,738,000  over  the  1994  budget  figure  of  $12,900,000. 

mandatory  increases 

Our  fiscal  year  1996  increases  in  mandatory  items,  over  which  the  court  has  no 
control,  total  $526,000.  The  mandatory  increases  include: 

— $22,000  for  the  proposed  January  1995  pay  increases  of  1.6  percent  forjudges. 
The  funds  requested  are  for  the  nine  months  of  fiscal  year  1995. 

— $6,000  to  cover  an  increase  of  15  percent  in  January  1994  and  an  additional 
14  percent  in  January  1995  in  government  costs  of  health  benefit  contributions 
for  judges.  The  increase  includes  the  annualized  cost  of  the  amount  included  in 
the  fiscal  year  1994  budget  and  a  nine-month  provision  for  the  1995  increase. 

— $3,000  to  cover  the  increase  in  FICA  for  judicial  officers.  The  salary  cap  on 
which  the  FICA  rate  is  calculated  will  increase  to  $61,500  for  Old  Age,  Survivor 
and  Disability  Insurance  and  for  Medicare.  The  amount  requested  will  fund  the 
court’s  portion. 

— $60,000  for  annualization  of  4.23  percent  locality  pay  received  by  eligible  Fed¬ 
eral  works  in  the  Washington,  D.C.  geographic  area  in  January  1994. 

— $75,000  for  expected  1.6  percent  pay  increase  for  federal  employees  effective  the 
first  pay  period  beginning  on  or  after  January  1,  1995.  These  funds  provide  the 
cost  of  nine  months  of  the  pay  increase  in  fiscal  year  1995  for  court  personnel. 

— $182,000  for  cost  of  within-grade  and  other  salaiy  advancements. 

— ^A  decrease  of  $17,000  due  to  one  less  compensable  day  in  fiscal  year  1995  than 
in  fiscal  year  1994. 

— $27,000  to  cover  a  15  percent  increase  in  Januaiy  1994  and  an  additional  14 
percen;  increase  in  Januaiy  1995  of  health  benefit  premium  rates  for  federal 
employees.  This  increase  includes  the  annualized  cost  of  the  amount  included 
in  the  fiscal  year  1994  budget  and  a  nine-month  provision  for  the  1995  increase. 

— $2,000  to  provide  for  the  increase  in  employer  contributions  to  the  Old  Age,  Sur¬ 
vivor,  and  Disability  Insurance  portion  of  the  FICA  tax  in  fiscal  year  1995.  The 
increase  represents  the  estimated  additional  tax  paid  by  the  court. 

— $56,000  to  cover  an  increase  in  the  court’s  contributions  to  the  Federal  Employ¬ 
ees  Retirement  System  (FERS).  The  increase  will  provide  the  court’s  contribu¬ 
tions  to  the  FERS  retirement  benefits,  matching  Thrift  Savings  Plan  and  FICA. 

— $126,000  for  annuadization  of  the  4  new  staff  attorney  and  clerical  positions  pro¬ 
vided  in  fiscal  year  1994.  Funding  was  provided  in  the  fiscal  year  1994  base  for 
6  months  to  support  partial  year  costs.  This  amount  will  annualize  the  cost  for 
6  months  of  salaries,  benefits,  and  supporting  costs  for  these  positions. 

— A  reduction  of  $50,000  from  the  base  due  to  funds  provided  in  fiscal  year  1994 
for  the  4  new  positions  for  nonrecurring  start-up  costs. 

— A  reduction  of  $72,000  and  2  positions  from  the  fiscal  year  1995  base.  One  of 
the  court’s  Senior  Judges  is  currently  not  certified  to  maintain  a  staff  of  one 
secretary  and  one  law  derk. 

— $51,000  for  increases  in  charges  for  services,  supplies  and  equipment,  travel 
and  contract  rates.  With  the  exception  of  lawbooks  and  printing,  tnis  projection 
is  based  on  anticipated  increases  in  expenditures  of  2.6  percent.  Lawbooks  are 
projected  to  increase  at  13  percent  for  continuations  and  printing  at  3  percent. 

— $55,000  for  a  mandatory  increase  in  rental  payments  to  GSA.  The  estimated  in¬ 
crease  in  rental  rates  for  space  occupied  by  the  Court  of  Appeals  for  the  Federal 
Circuit  will  increase  by  2.5  percent  for  fiscal  year  1995.  However,  GSA  reduced 
the  cost  per  square  foot  for  the  court’s  office  space  in  the  middle  of  fiscal  year 
1993.  Because  of  that  decrease  in  rent,  we  are  unable  to  absorb  the  cost  oi  the 
additional  space  in  fiscal  year  1994  and  have  sufficient  funds  in  our  base  to  pay 
a  portion  of  the  fiscal  vear  1995  increase.  The  $55,000  requested  reflects  the 
difference  between  funcis  available  in  our  base  for  rent  and  the  estimated  fiscal 
year  1995  space  rental  costs. 

PROGRAM  changes  AND  REQUESTS 

Personnel  Requests, — ^The  court  is  requesting  the  addition  of  19  staff  positions  and 
related  ffinding  totalling  $1,195,000.  (An  actual  increase  in  the  total  staff  of  the 
court  of  17  due  to  the  deletion  of  2  staff  positions  for  a  senior  judge.)  Thirteen  of 
these  positions  would  be  located  in  the  judges’  chambers  as  law  clerk  positions.  This 
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would  provide  one  additional  law  clerk  for  each  judge  and  two  for  the  Chief  Judge. 
Four  of  the  positions  would  be  located  in  the  Clerk’s  Office,  one  in  the  ’Library,  and 
one  in  the  Administrative  Services  Office  ^ 

The  largest  part  of  our  request  is  for  additional  law  clerk  positions  for  the  active 
judges  of  the  court.  This  request  is  for  13  positions  at  a  cost  in  compensation  and 
benefits  of  $912,000,  and  covers  two  positions  for  the  Chief  Judge’s  chambers  and 
one  for  each  active  judge.  These  13  lav^  clerk  positions  have  previously  been  in¬ 
cluded  in  our  budget  requests  for  a  1993  supplemental  appropriation  ana  in  the  re¬ 
quested  base  of  the  1994  appropriation  but  were  not  authorized.  During  the  past 
year,  we  have  hired  temporary  third  la\/  clerks  for  judges  by  using  lapsed  funds 
from  a  vacant  judgeship  and  other  vacarit  positions  which  we  decided  were  not  as 
urgently  needed  as  were  the  additional  law  clerks.  We  have,  for  example,  delayed 
implementing  our  settlement  program.  The  additional  help  in  chambers  has  enabled 
the  court  to  attack  its  backlog.  The  base  budget  of  this  Circuit  currently  provides 
for  two  law'  clerks  and  one  secretary  in  each  chambers,  which  is  the  same  as  the 
staff  authorized  for  part-time  senior  judges  in  the  Article  III  judicial  system  (al¬ 
though  not  in  our  court).  We  need  to  have  the  temporary  third  law  clerk  positions 
made  permanent  and  funded.  Once  we  have  a  full  complement  of  judges,  these 
lapsed  funds  wall  be  unavailable.  Further,  we  are  unable  to  offer  positions  in  ad¬ 
vance  or  that  run  past  the  fiscal  year.  Even  with  the  additional  clerk,  the  active 
judges’  staff  will  be  one  less  than  omer  circuit  judges. 

The  court  requests  four  additional  clerical  positions  for  the  Clerk’s  Office  at  a  cost 
of  $167,000-  There  is  now  only  one  secretary  in  the  Clerk’s  Office.  A  secretarial  posi¬ 
tion  is  needed  to  assist  the  chief  deputy  clerk  and  the  operations  manager  and  to 
insure  that  the  secretarial  functions  for  the  entire  office,  now  exclusively  provided 
by  the  secretary  to  the  Clerk,  are  available  whenever  required.  An  automation  posi¬ 
tion  is  needed  because  the  complexity  of  the  Clerk’s  database  management  system 
has  grown  beyond  the  competence  of  the  nontechnical  staff  to  maintain  as  extra  du¬ 
ties.  Two  clerical  positions  are  needed,  one  position  for  a  calendar/deputy  clerk  to 
alleviate  the  calendar  functions  now  performed  by  the  chief  deputy  clerx  as  an  extra 
duty,  and  one  position  for  a  records  manager  to  develop  a  records  manager  system 
now  required  to  keep  pace  with  the  large  increase  in  the  permanent  records  that 
the  court  must  maintain. 

The  court  requests  one  additional  permanent  position  for  an  assistant  librarian 
in  the  library  at  a  cost  of  $52,000.  The  Federal  Circuit  library  serves  the  judges  and 
staff  of  both  the  Federal  Circuit  and  thcj  Court  of  Federal  Claims.  Congress  in¬ 
creased  the  staff  of  the  Federal  Claims  Court  by  18  law  clerks  in  1993.  Also  in¬ 
cluded  in  this  patron  population  is  the  Office  of  the  Special  Masters  and  their  staff. 
There  are  currently  five  permanent  positions  in  the  library  serving  both  courts.  This 
request  will  bring  the  library  to  71  percent  of  the  staffing  formula  adopted  by  the 
Jumcial  Conference  of  the  United  States.  The  duties  of  library  staff,  in  addition  to 
maintaining  the  collection,  encompasses  reference  and  research  assistance, 
intsrlibrary  loan  requests,  training  and  assistance  in  searching  Lexis  and  Westlaw, 
providing  legislative  history  reports.  The  requested  position  will  allow  the  library 
staffi  to  effectively  address  the  increases  in  its  workload. 

The  Federal  Circuit  does  not  have  a  circuit  Executive’s  Office.  The  Administrative 
Services  Office  is  responsible  for  the  operations  of  the  court,  such  as  personnel,  pay- 
roll,  coordinating  ana  monitoring  of  the  court’s  budget,  printing  and  distribution  or 
opinions,  maintenance  of  computers  and  all  other  equipment,  all  purchasing  for  the 
court,  coordination  of  building  maintenance  with  GSA,  and  the  like.  Because  of  the 
increased  use  of  computers  by  the  judges  and  staff  of  the  court  and  the  development 
of  E-Mail  communication,  as  well  as  a  public  bulletin  board  for  distribution  of  opin¬ 
ions,  we  find  it  necessary  to  request  a  Systems  Manager  position  at  a  cost  of 
$64,000.  We  are  currently  provided  with  only  one  systems  staff  member  and  it  is 
becoming  impossible  for  this  person  to  keep  up  with  the  daily  requests  and  problems 
throughout  the  court.  With  the  demands  for,  and  growing  use  of,  computers  and 
computer-related  services,  we  feel  this  request  is  justified. 

Improvements  in  Service. — A  sum  of  $17,000  is  requested  for  the  library  for  access 
to  an  on-line  legislative  tracking  system  that  provides  accurate,  dependable  and 
timely  information  on  federal  legislation.  The  premier  function  of  suen  a  system  is 
the  ability  to  track  the  legislative  history  of  both  pending  legislation  and  legislation 
from  prior  Congresses.  In  addition,  the  system  will:  provide  access  to  a  fiill  range 
of  Congressionm  materials;  permit  searching  of  bills  by  key-word  or  subject;  and 
contiiin  the  full  text  of  all  versions  of  all  bills  introduced  in  Congress,  as  well  as 
full  text  of  committee  actions  and  committee  reports. 

An.  online  legislative  tracking  system  is  essential  to  the  court  library’s  legislative 
history  program,  and  will  enable  us  to  provide  the  judges  with  fast,  accurate  and 
reliable  information  on  both  pending  and  enacted  legislation. 
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I  should  be  glad,  Mr.  Chairman,  to  attempt  to  answer  any  questions  you  or  the 
Committee  may  have  in  respect  to  our  budget. 


Statement  of  Dominick  L.  DiCarlo,  Judge,  U.S.  Court  of  International  Trade 

Mr.  Chairman,  Members  of  the  Committee:  I  appear  on  behalf  of  the  United 
States  Court  of  International  TVade  together  with  tne  Clerk  of  the  Court,  Joseph 
Lombardi. 

The  1995  appropriation  request  initially  approved  and  submitted  by  the  court  in 
September  1993  was  $11,765,000. 

Todav,  I  am  able  to  advise  the  Committee  that  the  court’s  initial  1995  budget  re¬ 
quest  has  been  reduced.  The  reduced  appropriation  request  is  $11,410,000,  or 
$356,000  less  than  the  initial  estimated  request  of  $11,766,000,  and  is  less  than  4 
percent  more  than  the  1994  appropriation  01$!  1,000,000. 

We  have  implemented  a  number  of  cost-cutting  measures.  At  the  recommendation 
of  the  Clerk  of  the  Court,  we  are  abolishing  six  positions  in  the  Clerk’s  Office  at 
a  savings  of  $355,000.  Due  to  the  automation  of  various  functions  and  a  decrease 
in  workload,  these  positions  no  longer  are  required. 

Another  area  wmch  resulted  in  reduced  costs  and  more  efficient  service  was  the 
elimination  of  in-house  printing  and  distribution  of  the  court’s  slip  opinions,  for  a 
savings  of  $30,000  annumly. 

And,  in  a  continuing  effort  to  reduce  its  GSA  rent  obligation,  the  court  relin¬ 
quished  5,000  square  feet  of  assigned  space,  for  a  savings  of  $250,000. 

Of  the  requested  increase,  $555,000,  or  73  percent,  is  for  GSA  space  rental  costs. 

The  amount  needed  for  mandatory  pay  rate  adjustments  and  benefits  for  judges 
and  supporting  personnel  is  $161,000,  or  21  percent,  of  the  requested  increase.  In¬ 
cluded  in  this  amount  is  funding  necessary  for  increases  in  health  benefits,  Federal 
Employees  Retirement  System  (FERS),  and  Social  Security. 

Tne  remaining  $49,000,  or  6  percent,  of  the  requested  increase  is  attributable  to 
Postal  ^rvice  reimbursement  and  inflationary  increases  for  travel,  services,  sup¬ 
plies  and  equipment. 

To  summarize  the  court’s  fiscal  year  1995  requested  increase  of  $765,000: 
$555,000  (73  percent)  is  for  GSA  rent;  $161,000  (21  percent)  is  for  mrndatory  pay 
increases  and  other  adjustments;  and,  the  remaining  $49,000  (6  percent)  is  for  Post¬ 
al  Service  reimbursement  and  inflationary  increases. 

Overall,  the  abolishment  of  six  positions  in  the  Clerk’s  Office,  the  relinquishment 
to  GSA  of  5,000  square  feet  of  space,  and  other  cost-cutting  measures  permits  the 
court  to  reduce  its  appropriation  requirements  bv  more  than  $600,000. 

I  would  like  to  emphasize  that  the  court  will  continue,  as  it  has  in  the  past,  to 
conserve  its  financial  resources  through  sound  and  prudent  personnel  and  fiscal 
management  practices. 

The  court's  “General  Statement  and  Information”  and  “Justification  of  Changes”, 
which  provide  detailed  descriptions  of  the  line  item  adjustments,  have  been  submit¬ 
ted  previously.  If  the  Committee  requires  more  information,  we  will  be  pleased  to 
submit  it,  and  I  will  attempt  to  answer  any  questions  you  may  wish  to  ask. 


Statement  of  William  W.  Wilkins,  Jr.,  Chairman,  U.S.  Sentencing  Commission 

Mr.  Chairman,  members  of  the  Committee,  I  appreciate  this  opportunity  to  ap¬ 
pear  before  you  on  behalf  of  the  United  States  Sentencing  Commission.  I  have  asked 
the  Staff  Director  for  the  Commission,  Phyllis  J.  Newton,  and  our  General  Counsel, 
John  R.  Steer,  to  join  me  today. 

This  is  the  last  time  I  will  have  the  pleasure  of  testifying  before  this  Committee 
on  behalf  of  the  Sentencing  Commission.  I  have  fulfilled  my  term  as  Chairman  and 
v^l  leave  these  duties  to  someone  else  when  my  successor  is  confirmed.  I  would  like 
to  take  this  opportunity  to  thank  the  Committee  for  its  consistently  strong  support 
of  the  Commission’s  important  work.  As  you  know,  I  have  been  straightforward  in 
my  dealings  with  you,  and  you  have  responded  in  a  like  manner, 

I  am  extremely  proud  to  be  associated  with  the  historic  work  of  the  Commission. 
The  agency  has  set  a  high  standard  for  doing  a  thorough  job,  in  the  first  instance 
by  developing  sentencing  guidelines  for  individual  offenders  in  the  18-month  period 
prescribea  by  Congress.  Just  examining  the  criminal  justice  issues  critical  to  setting 
up  a  determinate  sentencing  system  for  individual  offenders  and  drafting  the  initial 
guidelines  was  a  mammo^  task.  The  Commission  collected  and  analyzed  an  enor¬ 
mous  amount  of  empirical  sentencing  data,  and  it  wrote  a  comprenensive  set  of 
guidelines  that  are  serving  well  the  objectives  of  the  Sentencing  Reform  Act  by  pro- 
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viding  appropriately  tough,  fair,  and  markedly  more  uniform  punishment  for  similar 
offenders. 

Since  the  guidelines  went  into  effect  in  1987,  more  than  179,000  defendants  have 
been  sentenced  under  this  new  system  of  justice.  Here  are  just  a  few  of  the  accom¬ 
plishments  in  which  the  Commission  takes  pride: 

— ^The  Commission  has  developed  an  automated  system  for  monitoring  sentencing 
under  the  guidelines.  More  than  42,000  cases  are  received  annually  and  entered 
into  our  comprehensive  database.  We  extract  more  than  243  pieces  of  informa¬ 
tion  from  various  court  documents  on  each  case  for  this  database. 

— During  the  past  six  and  a  half  years.  Commission  staff  have  provided  training 
on  the  sentencing  guidelines  to  more  than  18,000  individuals  involved  in  federm 
sentencing  at  programs  sponsored  by  the  Commission,  the  Federal  Judicial  Cen¬ 
ter,  Department  of  Justice,  American  Bar  Association,  and  other  criminal  jus¬ 
tice  agencies  or  practitioners, 

— Commission  staff  maintain  two  telephone  “hotline”  systems  for  guideline  appli¬ 
cation  inquiries  from  federal  judges,  probation  officers,  defense  attorneys,  and 
prosecutors  through  which  we  are  responding  currently  to  300  calls  a  month. 

— ^The  Commission  has  produced  annual  updates  of  the  federal  sentencing  Guide¬ 
lines  Manual,  new  guidelines  for  sentencing  organizational  defendants,  and  pol¬ 
icy  statements  for  revocation  of  probation  and  supervised  release. 

— ^The  Commission  has  also  produced  a  number  of  special  analyses  and  research 
reports  to  Congress.  These  include  the  following: 

—A  comprehensive  review  of  the  operation  of  mandatory  minimum  penalties  in 
the  feaeral  criminal  justice  system  (required  by  Public  Law  101-847  §  1703h 
—An  evaluation  report  on  the  operation  of  the  {  /;delines  system  and  short-term 
impacts  of  disparity  in  sentencing,  use  of  inca^ct  j  ation,  and  prosecutorial  dis¬ 
cretion  and  plea  bargaining  (required  by  Public  L-aw  98-473  §  236,  98  Stat. 
1837,  2033  (1984)). 

— A  comprehensive  review  of  maximum  statutory  penalties,  with  recommenda¬ 
tions  for  le^slative  changes  (required  by  28  U.S.C.  §  994(n)). 

— Crack  cocaine  and  federal  sentencing  policy  report  (forthcoming)  (authorized 
by  28  U.S.C.  §§  994(r)  and  995(a)(20)T. 

— Maximum  utilization  of  prison  resources  (joint  report  with  Bureau  of  Pris¬ 
ons — forthcoming)  (required  by  28  U.S.C.  §  994(q)). 

— Race  and  ethnicity  in  sentencing  under  the  guidelines  report  (forthcoming) 
(authorized  by  28  U.S.C.  §  995(a)(14)-(16)). 

These  reports  are  comprehensive  analyses  of  some  of  the  most  difficult  issues  fac¬ 
ing  legislators  and  policymakers  today.  They  represent  the  Commission’s  continuing 
efforts  to  assist  the  Congress  in  establishing  effective  crime  control  through  a  re¬ 
sponsive  criminal  justice  system  that  can  adapt  to  the  dynamic  nature  of  our  soci¬ 
ety. 

On  behalf  of  the  Commission,  I  request  that  this  Committee  provide  the  funds  the 
Commission  needs  to  continue  this  very  necessary  research  and  analysis  to  provide 
high  quality,  timely  reports  to  Congress.  Last  year,  despite  the  fact  that  the  Com¬ 
mission  asked  for  no  increase  from  the  previous  year’s  appropriation,  our  budget 
was  cut  six  percent;  that  is  over  half  a  million  dollars.  With  continued  funding  at 
that  level,  the  Commission  will  not  be  able  to  continue  to  fulfill  its  guideline  devel¬ 
opment  and  amendment  role  and  to  conduct  the  full-scale  research  and  analysis  pro¬ 
gram  the  Conmss  envisioned  in  the  Sentencing  Reform  Act.  I  believe  some  infor¬ 
mation  about  the  agency’s  history,  activities,  and  accomplishments  will  help  you  un¬ 
derstand  my  concern. 


SENTENCING  REFORM  ACT  PROVISIONS 

The  Commission  was  created  under  the  Sentencing  Reform  Act  of  1984  as  a  per¬ 
manent,  independent  agency  within  the  Judicial  Branch.  In  drafting  the  Sentencing 
Reform  Act,  Congress  sought  to  bring  certainty,  honesty,  and  fairness  into  the  sen¬ 
tencing  process.  To  this  end,  the  Act  assigns  broad  authority  to  the  Commission  to 
review,  change,  and  rationalize  the  federal  sentencing  process. 

In  specific  terms,  Congress  gave  the  Commission  a  dual  mission  to:  (1)  develop 
sentencing  policies  and  practices  for  the  federal  courts;  and  (2)  establish  long-term 
research  and  education  programs  under  which  the  (Commission  would  collect  and 
analyze  sentencing  data,  otherwise  evaluate  sentencing  practices,  periodically  rec¬ 
ommend  improvements  in  the  criminal  justice  system,  and  regularly  provide  sen¬ 
tencing  training  and  information. 

The  Commission  was  organized  in  October  1985  and  submitted  the  initial  sentenc¬ 
ing  guidelines  to  Congress  in  April  1987.  The  federal  sentencing  guidelines,  after 
the  requisite  six-month  period  of  congressional  review,  became  effective  on  Novem- 
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ber  1,  1987,  for  offenses  occurring  on  or  after  that  date.  Congress  did  not  change 
or  delay  enactment  of  the  sidelines  in  any  way. 

After  an  initial  period  of  litigation  regarding  the  giiidelines’  constitutionality,  the 
United  States  Supreme  Court,  in  Mistretta  v.  United  Stcxtea,  488  U.S.  362  (1989), 
upheld  the  constitutionality  of  the  statute,  the  guidelines,  and  the  Commission  as 
an  independent  judicial  branch  agency.  The  sentencing  guidelines  have  now  been 
applied  nationwide  for  more  than  nve  years. 

The  Commission  has  largely  completed  the  developmenUl  efforts  to  fulfill  the  first 
part  of  its  dual  mission.  The  agency  will  continue  to  refine  the  sentencing  guidelines 
and  develop  new  guidelines  based  on  direction  from  Congnsss.  The  primary  focus  in 
the  upcoming  years  will  be  on  providing  the  research,  monitoring,  and  advisory 
functions  Congress  intended  us  to  provide  to  support  its  policymaking  activities  and 
meet  the  needs  of  the  criminal  justice  community. 

Let  nie  assure  you  that,  even  though  the  individual  Ccmmissioners  now  are  in 
a  part-time  status,  the  statute  did  not  foresee  any  diminution  in  responsibilities  for 
the  Commission  as  an  agency.  We  are  forging  ahead  with  our  major  duties  and  fo¬ 
cusing  our  efforts  on  reviews  of  significant  criminal  justice  issues  in  order  to  assist 
Congress  in  its  consideration  of  crime  control  and  criminal  justice  policies. 

CONTINUING  RESPONSIBILITIES 

The  Commission’s  continuing  responsibilities,  as  outlined  by  statute,  are  con¬ 
centrated  in  the  following  areas:  amending  the  sentencing  guidelines  to  implement 
crime  legislation  enacted  by  Congress;  refining  and  suggesting  improvements  to  the 
sentencing  guidelines  and  policy  statements  in  light  of  coun;  decisions  and  advance¬ 
ment  of  knowledge  through  criminal  justice  research;  moni  ioring  the  application  of 
the  guidelines  and  evaluating  the  extent  to  which  the  guide-lines  have  achieved  the 
goals  set  out  by  Congress;  conducting  sentencing  research,  education,  and  informa¬ 
tion  dissemination  activities;  and,  making  recommendations  to  Congress  concerning 
modifications  of  statutes  relating  to  sentencing,  penal,  and  (orrectional  matters  that 
the  Commission  finds  necessary  and  advisaMe  to  carry  out  an  effective,  humane, 
and  rational  sentencing  policy. 

In  the  past  several  years,  the  Commission  has  used  ifc3  statutory  authority  to 
amend  existing  guidelines  and  to  promulgate  new  ones.  The;  Commission  uses  inter¬ 
disciplinary  staff  working  groups  to  provide  comprehensive  examinations  of  particu¬ 
lar  issues  and  draft  new  or  revised  guidelines.  This  process  is  supplementea  by  ex¬ 
tensive  written  and  oral  public  comment,  as  well  as  in-house  research  and  analysis 
on  how  the  guidelines  are  being  applied.  Two  years  ago,  the  Commission  authorized 
a  group  of  experts  from  government,  business,  academic  institutions,  and  environ¬ 
mental  advocacy  groups  to  examine  the  feasibility  of  developing  sentencing  guide¬ 
lines  for  organizations  convicted  of  environmental  offenses.  The  group  has  produced 
a  set  of  recommendations  for  Commission  consideration.  1’his  important  work  will 
move  to  in-house  analysis  in  the  coming  year. 

During  this  year’s  amendment  cycle,  sttiff  working  groups  have  examined  issues 
and  presented  reports  related  to  computer  crime,  public  <-orruption,  and  crack  co¬ 
caine.  The  Commission  also  actively  encourages  and  receives  advice  and  comment 
on  various  issues  from  members  of  the  Criminal  Law  Committee  of  the  Judicial 
Conference,  as  well  as  groups  of  defense  attorneys,  assistant  U.S.  attorneys,  and 
probation  officers. 

In  1995,  the  Commission  expects  to  have  staff  working  jjroups  examine  issues  re¬ 
lated  to  sentence  reductions  for  substantial  assistance  to  authorities  (prosecutorial 
practices),  food  and  drug  violations  for  individuals  and  organizations,  and  criminal 
history. 

The  Commission  also  anticipates  that,  upon  enactment,  the  pending  crime  bill  will 
necessitate  a  major  commitment  of  staff  resources  to  analyze  its  sentencing-related 
provisions  and  prepare  the  implementing  guideline  amendments.  From  a  sentencing 
policy  perspective,  the  bill  passed  by  the  Senate  last  November  will  surely  entail 
m^jor  changes  in  the  guideline  system.  For  example,  in  our  analysis  of  the  bill  to 
date,  we  have  noted  at  least  11  sections  that  would  establish  or  increase  mandatory 
minimum  penalties,  17  sections  that  direct  the  Commission  to  amend  the  guidelines 
in  a  specified  manner,  and  dozens  of  other  provisions  that  would  affect  sentencing 
and  Commission  responsibilities  in  some  way  (e.g.,  by  increasing  statutory  pen¬ 
alties,  creating  new  federal  crimes,  requiring  a  prison  impact  assessment  for  legisla¬ 
tive  proposals  affecting  penalties).  Additionally,  the  bill  may  well  require  that  the 
Commission  develop  a  distinct  set  of  sentencing  ^defines  and  policy  statements  for 
juvenile  offenders.  As  the  House  develops  provisions  in  response  to  the  Senate  bill, 
we  will  perform  an  ongoing  analysis  of  the  possible  impacts  of  various  proposals. 
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Certainly  the  Commission  wants  to  do  its  part  to  promulgate  promptly  all  nec- 
essaxy  amendments  to  conform  the  gmdelines  with  this  penmng  major  revision  of 
the  criminal  statutes.  I  must  emphasize,  however,  the  complexity  and  resource  in¬ 
tensive  nature  of  the  task.  Often  it  is  not  self  evident  from  statutory  jienalty 
changes  how  related  giudelines  should  be  amended.  Moreover,  many  directives  to 
the  Commission  are  written — as  we  encourage  Congress  to  write  them — to  reouire 
that  we  first  thoroughly  analyze  sentencing  data  and  case  law  and  then  amend  the 
guidelines  as  necessary.  My  point  is  that  implementation  of  a  major  crime  bill  re¬ 
quires  much  careful  analysis  ar  d  time  consuming  work  by  Commission  staff  to  en¬ 
sure  that  the  amended  guidelines  faithfully  carry  out  congressional  intent  in  a  co¬ 
herent,  rational  manner  within  the  guideline  system  as  a  whole.  The  ensuing 
chafes  in  sentencing  policy  are  far  too  important  in  terms  of  the  underlying  goals 
of  effective  crime  control  to  be  compromised  by  a  lack  of  sufficient  resources.  Accord¬ 
ingly,  as  this  Committee  strives  to  ^propriately  allocate  the  billions  of  dollars  ear¬ 
marked  for  the  pending  crime  bill,  1  sincerely  hope  that  it  will  be  able  to  find  the 
relatively  small  nut  necessary  additional  funding  to  meet  the  Commission’s  various 
programmatic  needs. 

Tne  Commission  is  currently  working  toward  completion  of  the  design  and  testing 
phases  of  its  extensive  sentencing  data  collection  system.  New  data  collection  mod¬ 
ules  being  added  to  the  database  will  include  information  on  organizational  defend¬ 
ants,  offenders  who  are  subject  to  revocation  of  probation  or  supervised  release,  and 
real  offense  conduct.  This  comprehensive  database  is  the  basis  for  monitoring  and 
evaluating  application  of  the  sentencing  guidelines,  for  many  of  the  research 
projects  we  undertake,  and  for  nearly  all  of  the  analyses  we  perform  for  Congress 
and  criminal  justice  entities. 

The  Commission  recently  requested  indictments  on  each  case  sentenced  under  the 
guidelines.  This  important  document  provides  critical  information  in  examining 
prosecutorial  practices  under  the  guidelines  system.  Many  members  of  Congress 
nave  voiced  concern  about  increased  prosecutorial  discretion.  With  the  computeriza¬ 
tion  of  information  from  these  indictments,  the  Commission  will  be  in  a  better  posi¬ 
tion  to  answer  these  important  questions. 

In  addition,  the  Commission  is  in  the  process  of  making  its  appeals  database  oper¬ 
ational,  with  more  than  5,300  cases  now  in-house.  This  database  will  complement 
the  collection  of  empirical  data  to  monitor  distiict  court  sentencing  with  a  similar 
data  bank  relating  to  appeals  of  guideline  cases.  This  will  provide  more  complete 
information  on  the  frequency  with  which  specific  guideline  issues  are  appealed  and 
enable  the  Commission  to  assess  more  effectively  the  effects  of  its  guideline  amend¬ 
ments  on  appeals.  The  appeals  database  >\ill  serve  as  an  excellent  reference  tool  for 
the  Commission  in  amenmn^  sentencing  guidelines  and  for  informing  Congress  and 
the  criminal  justice  commumty  about  court  action  related  to  the  guidelines. 

Commission  staff  provides  various  forms  of  assistance  to  judges,  probation  offi¬ 
cers,  defense  attorneys,  and  prosecutors,  including  periodic  training  courses,  soft¬ 
ware,  answers  to  “hotline”  telephone  inquiries,  publications,  and  other  educational 
materials.  When  the  Commission  receives  a  request  for  guidelines  training  from  a 
probation  office  or  court,  we  perform  a  "training  sweep,”  where  we  contact  all  mem¬ 
bers  of  the  court  family  in  the  area  and  organize  a  training  session  that  encom¬ 
passes  evep^  groups’  training  needs.  This  cuts  down  on  repeated  trips  to  the  same 
area,  limiting  travel  costs,  while  continuing  to  increase  tne  knowledge  of  various 
practitioners  about  the  guidelines. 

In  another  effort  to  hold  down  travel  costs,  the  Commission  has  just  produced  its 
first  training  video  on  recent  amendments  to  the  sentencing  guidelines.  The  video 
was  distributed  to  probation  offices,  federal  and  community  detenders,  and  other  in¬ 
terested  parties.  We  have  received  positive  feedback  on  the  educational  value  of  the 
video  ana  plan  to  continue  this  cost-effective  method  of  training. 

We  are  working  with  staff  from  the  courts  on  ways  to  automate  case  documenta¬ 
tion  and  transmit  data  to  the  Commission  without  submitting  paper  files.  The 
ASSYST  (Applied  Sentencing  System)  software  program  is  an  automated  version  of 
the  Commission’s  sideline  worksheets  that  we  nave  developed  for  use  by  probation 
officers  in  preparing  presentence  investigation  reports  for  the  sentencing  court. 
ASSYST  allows  access  to  the  software  by  probation  offices’  computer  networks,  shar¬ 
ing  of  databases  containing  sentencing  information,  and  compatibility  with  the  Ad¬ 
ministrative  Office  of  the  U.S.  Courts’  data  collection  system.  This  will  aid  in  provid¬ 
ing  a  central,  integrated  location  for  electronic  collection  of  sentencing  data.  This  is 
an  important  part  of  our  continuing  efforts  to  expand  the  utility  of  existing  com¬ 
puter  programs  and  encourage  broader  use  of  such  tools  to  aid  in  ^define  applica¬ 
tion,  preparation  of  presentence  reports,  and  electronic  collection  of  sentencing  data. 

In  1994,  we  are  imtiating  our  first  test  of  electronic  data  transfer  of  judgnent  and 
commitment  orders.  We  currently  are  working  with  the  Administrative  Office  of  the 
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U.S.  Courts  to  design  a  program  that  will  allow  electronic  transfer  of  the  judgment 
data  nationwide.  Our  target  date  for  testing  this  system  is  May  1994.  The  coming 
year  will  be  spent  implementing  and  training  on  this  program.  We  see  this  as  only 
the  beginning  of  many  efforts  to  save  money  through  increased  computer  transfer 
of  data. 

A  number  of  long-term  theoreticfd,  applied,  and  past  sentencing  practice  compari¬ 
son  research  projects  are  underway  and  will  continue  in  the  future.  Commission  re¬ 
search  staff  is  looking  at  such  importan^^ss^s  as  disparity,  prison  impact,  recidi¬ 
vism,  and  crime  mix  in  the  federal  system^he  Commission  considers  the  impact 
of  guideline  amendments  on  prison  projections  on  an  annual  basis,  and  we  have  al¬ 
ready  completed  a  significant  amount  of  work  to  establish  a  long-term  comparison 
of  data  on  recidivism  before  and  after  the  ^defines.  Work  is  underway  on  a  public 
opinion  survey  regarding  offense  severity/just  punishment,  and  the  results  of  this 
important  study  will  be  available  later  this  year.  Work  is  also  ongoing  on  our  crime 
mix  study;  this  analysis  is  looking  at  the  changes  over  time  (between  1984  and 
1990)  in  the  seriousnes.*^  of  offenders  and  offenses  entering  the  federal  system  in  an 
effort  to  pinpoint  whether  offenders  and  offenses  are  becoming  more  serious  than 
in  the  past  or  whether  penalty  structures  are  becoming  more  severe.  The  results  of 
this  study  should  assist  in  better  targeting  federal  sentencing  policy  to  address  the 
crime  problem.  For  example,  if  the  results  show  an  increased  seriousness  for  certain 
categories  of  offenders,  the  penalty  applied  to  criminal  history  for  those  categories 
could  be  increased  in  the  guidelines. 

The  Commission  responds  to  numerous  research 'revests  from  Congress  and  the 
courts  for  objective  assessments  on  important  criminaljustice  issues  using  the  spe¬ 
cialized  information  we  gather.  During  the  past  year,  Congress  and  criminal  justice 
agencies  have  markedly  increased  their  requests  for  information  from  the  Commis¬ 
sion,  as  well  as  for  the  Commission  to  serve  as  an  independent  advisor  on  criminal 
justice  matters.  For  example,  the  Commission  has  responded  to  over  100  requests 
for  information  on  the  effects  of  proposed  Crime  Bill  provisions  on  current  penalties 
and  sentencing  issues,  including  the  number  of  federi  offenders  subject  to  proposed 
provisions  and  potential  growth  in  prison  population. 

RESOURCES  REQUESTED  FOR  1995 

The  Commission  is  requesting  a  net  increase  of  $732,000  over  its  fiscal  year  1994 
appropriation  to  provide  for  mandatoiy  adjustments  in  salaries  and  benefits  and  to 
fund  program-related  contracts.  Let  me  emphasize,  the  Commission  is  not  request¬ 
ing  aaditional  staff  positions  to  achieve  its  objectives. 

Because  we  are  mindful  of  the  limited  funds  available  and  are  trying  to  do  our 
part  in  tightening  our  belts,  the  Commission  voluntarily  has  applied  the  Office  of 
Management  and  Budget’s  (0MB)  administrative  efficiency  overhead  reduction  of 
six  percent  to  the  applicable  cost  categories  in  our  fist'd  year  1995  request.  This  ef¬ 
fort  to  be  as  fiscally  responsible  as  possible  means  there  are  no  inflationary  in¬ 
creases  in  such  areas  as  transportation  of  things,  communications,  utilities  and 
other  miscellaneous  charges,  printing,  and  supplies.  This  budget  request  is  also  in 
line  with  the  guidance  from  0MB  regarding  locality  pay  and  inflationary  pay  raises. 

Of  this  total  increase,  $521,000  will  be  used  for  program-related  research  con¬ 
tracts.  The  Commission’s  overall  research  focus  has  shifted  to  assisting  the  Congress 
and  the  criminal  justice  community  with  analyses  of  various  criminal  justice  mat¬ 
ters,  in  addition  to  exploring  the  impact  and  effectiveness  of  the  guidelines  in  ad¬ 
vancing  the  purposes  of  sentencing  established  by  the  Sentencing  Reform  Act.  De¬ 
scriptions  of  critical  research  projects  planned  for  fiscal  year  1995  follow. 

As  part  of  the  statutory  mandate  to  “develop  means  of  measuring  the  dep*ee  to 
which  the  sentencing,  penal,  and  correctional  practices  are  effective  in  meeting  the 
purposes  of  sentencing^’  (28  U.S.C.  §  991  (b)(2)),  the  Commission  has  initiated  pre¬ 
liminary  work  on  the  sentencing  purpose  of  selective  incapacitation.  Much  research 
has  been  undertaken  in  the  area  of  selective  incapacitation,  and  much  has  been 
written  that  furthers  our  knowledge  of  the  benefits  of  this  sentencing  purpose,  ihe 
Commission  will  capitalize  on  these  efforts  by  completing  a  thorough  review  of  costs 
and  benefits  from  tne  important  work  accomplished  to  date,  identifying  those  areas 
that  need  further  empirical  work.  In  this  way,  the  Commission  will  avoid  unneces¬ 
sary  expenditure  of  funds  by  maximizing  the  contributions  of  other,  well-respected 
research  endeavors.  When  the  review  and  analysis  are  complete,  the  Commission 
will  incorporate  ttie  findings  to  study  whether  or  not  the  federal  sentencing  guide¬ 
lines  are  meeting  the  statutory  purpose  of  selective  incapacitation.  The  Commission 
already  has  begun  studies  on  the  sentencing  purposes  of  recidivism  and  just  punish¬ 
ment  and  expects  to  undertake  research  on  deterrence  in  1996. 
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During  1994,  the  Commissioii  will  submit  a  special  report  to  Congress  on  crack 
cocaine  and  the  impact  of  the  statutory  distinctions  for  crack  in  comparison  to  other 
drugs  on  the  federm  criminal  justice  system.  This  will  provide  a  comprehensive  ex¬ 
amination  of  issues  related  to  crack  cocame  and  an  up-to-date  re^rt  of  research  for 
members  of  Congress  on  this  important  criminal  justice  issue,  in  fiscal  year  1995, 
the  Commission  intends  to  consolidate  r  esearch  efibrts  in  the  prior  record  area,  ex¬ 
amining  the  question  of  repeat  offenders  and  the  part  they  play  in  the  federal  crimi¬ 
nal  justice  system.  Additionally,  the  Commission  will  embark  on  a  mayor  examina¬ 
tion  of  firearms:  who  uses  them,  when,  and  what  types  they  are  using.  Such  studies 
are  critical  to  fulfilling  the  mandate  Congress  intended  for  the  Commission. 

The  Commission  also  will  continue  its  important  and  timely  work  in  examining 
data  related  to  the  federal  prison  population  in  an  effort  to  assist  Congress  in  imple¬ 
menting  goals  related  to  crime  control.  Specifically,  as  Congress  considers  legislation 
for  which  increased  use  of  incarceration  will  be  necessary,  it  is  critical  that  the  fed¬ 
eral  system  not  find  itself  in  the  same  situation  as  many  states:  that  is,  forced  to 
release  inmates  to  make  room  for  increasing  numbers  of  new  offenders.  The  Com¬ 
mission  will  examine  whether  there  are  appropriate  candidates  in  the  federal  sys¬ 
tem  for  some  other  or  lesser  form  of  punitive  sanctions  that  would  be  useful  to 
criminal  justice  practitioners  and  decisionmakers  in  their  efforts  to  deal  with  the 
crime  problem  in  America. 

Last  year,  the  Commission  held  its  first  in  a  series  of  symposia  on  crime  and  pun¬ 
ishment  and  brought  experts  and  policymakers  together  to  share  information  and 
exchange  ideas  about  the  specific  problems  of  drug  abuse  and  violence.  As  a  second 
step,  the  Commission  has  assembled  a  task  force  of  criminal  justice  experts,  acad¬ 
emicians,  and  practitioners  to  provide  an  in-depth  examination  of  the  issues  and 
recommendations  resulting  from  the  initial  symposium.  The  Commission  expects 
that  this  follow-on  analysis  of  ti;e  relationship  between  drugs  and  violence  will  lead 
to  short-term  research  projects  and  produce  recommendations  concerning  policy  is¬ 
sues,  potential  le^slation,  and  pievention  and  treatment  alternatives.  In  fiscal  year 
1995,  the  Commission  plans  to  hold  its  second  symposium  on  crime  and  punish¬ 
ment. 

In  summary,  we  are  asking  for  a  proCTam  increase  in  the  contract  area  so  that 
we  can  effectively  do  the  analytical  and  advisory  work  that  Congress  intended  us 
to  do,  in  addition  to  our  continuing  guideline  amendment,  traimng,  and  sentence 
monitoring  efforts.  The  criminal  justice  system  is  a  constantly  changing  system  that 
requires  continuous  analysis  in  order  to  pursue  the  goal  of  establishing  an  effective 
crime  control  model.  The  Commission  is  the  logical  entity  to  study  the  effects  of  the 
guidelines  on  sentencing  as  well  as  serving  Congress  and  the  criminal  justice  com¬ 
munity  as  an  independent  advisor  on  sentencing-related  issues.  All  branches  of  gov¬ 
ernment  must  have  available  to  them  the  most  current  information  on  issues  inte¬ 
gral  to  their  public  policy  decisionmaking. 

The  Commission  is  aware  of  the  limited  resources  available  in  the  budget  and  has 
consistently  prepared  its  appropriation  requests  as  frugally  as  possible.  But  if  the 
Commission  is  to  continue  to  provide  essential  sentencing,  penal,  and  correctional 
research  and  criminal  profile  information  to  the  Congress  and  others,  it  must  be 
given  the  resources  to  accomplish  these  tasks. 

A  HARD  FREEZE 

Senator  Domenici.  Mr.  Chairman,  we  were  speaking  of  the  Su¬ 
preme  Court  and  the  Federal  judicial  system  and  the  additional 
workload  of  the  crime  bill.  I  think  you  know  when  we  were  about 
two-thirds  finished  with  that  crime  bill  I  asked  the  managers  of 
that  bill  on  the  floor  to  include  additional  money,  and  I  believe  we 
authorized,  starting  in  1995,  a  $70  million  a  year  increase  to  help 
with  any  additional  burdens  that  might  be  imposed  on  the  judici¬ 
ary. 

Having  said  that,  I  am  not  sure  that  you  all  would  know  this, 
but  the  Congressional  Budget  Office  has  estimated  that  the  Presi¬ 
dent’s  budget  is  actually  $3.1  billion  higher  than  the  cap,  and  for 
the  first  round  up  here,  the  Congressional  Budget  Office  rules.  It 
is  an  anomaly,  but  later  on,  when  you  talk  about  sequestering, 
0MB  rules.  So  our  bills  are  going  to  be  measured  against  what 
0MB  says,  I  am  afraid.  So  it  is  $3.1  billion  high. 
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There  is  one  proposal  in  the  House  to  freeze  the  judiciary  ac¬ 
counts.  I  gather  that  is  about  a  $360  million  reduction. 

That  is  called  a  hard  freeze,  but  you  have  heard  those  words  be¬ 
fore.  You  might  comment  on  what  might  happen,  in  due  course,  on 
what  might  happen  if  there  is  a  hard  freeze.  I  think  it  might  be 
good  for  us  to  have  that.  If  you  can't  do  it  today,  maybe  you  can 
submit  it  so  I  can  use  it  in  the  budget  markup. 

OPENING  REMARKS 

Senator  Rollings.  Surely. 

Judge  Arnold,  welcome  back,  sir. 

Judge  Arnold.  Mr.  Chairman,  thank  you  very  much. 

Senator  Rollings.  Is  it  the  case  that  your  request  is  less  now 
because  we  have  moved  Judge  Blatt  off  of  the  Budget  Committee? 

Judge  Arnold.  No,  sir;  Judge  Blatt  is  on  the  Budget  Committee. 

Senator  Rollings.  He  is  still  on?  You  are  in  charge. 

Judge  Arnold.  I  am  not  in  charge  of  Judge  Blatt.  [Laughter.] 

Senator  Rollings.  Neither  am  I. 

Judge  Arnold.  As  long  as  I  have  anything  to  do  with  it,  Judge 
Blatt  will  be  on  the  Budget  Committee. 

Senator  Rollings.  Very  good. 

Judge  Arnold.  I  want  to  thank  the  Chair  and  Senator  Domenici 
for  your  remarks.  I  want  to  thank  you  especially  for  the  kindness 
that  you  have  shown  us  in  the  past.  We  have  been  well  treated  by 
the  Congress,  and  I  lose  no  opportunity  to  tell  that  to  judges  when 
I  travel  about  the  country  talking  to  them  about  budget  matters. 

This  is  my  seventh  year  to  present  the  budget  request  for  the  ju¬ 
diciary  to  the  Congress  and,  Mr.  Chairman,  seven  is  my  lucky 
number.  So  I  am  veiy  happy  that  the  Chair  noted  that  the  increase 
that  we  are  requesting,  although  not  insubstantial,  is  less  than  it 
has  been  in  the  past.  In  fact,  it  is  the  smallest  number  percentage¬ 
wise  that  I  have  asked  for.  I  want  to  give  credit  to  the  leadership 
of  the  Congress  for  helping  those  of  us  in  the  judiciary  who  are  in¬ 
terested  in  efficiency  to  help  us  bring  this  about. 

ECONOMY  SUBCOMMITTEE 

For  example,  the  Congress  has  strongly  encouraged  us  to  create 
an  economy  subcommittee  as  part  of  the  Budget  Committee  of  the 
Judicial  Conference.  It  will  really  take,  and  is  taking,  a  hard  look 
at  our  budget  reauests;  not  simply  adding  up  numbers  and  coming 
up  with  standara  increases  every  year.  I  am  proud  of  that  effort, 
and  I  believe  that  it  will  bear  fruit. 

0MB  NEGATIVE  ALLOWANCE 

We  also  have  surmounted  a  really  difficult  problem  that  we  had 
last  year  with  0MB.  As  the  Chair  knows,  the  Office  of  Manage¬ 
ment  and  Budget  effectively  cut  our  budget  request  last  year,  we 
believe,  contrary  to  law.  That  problem  is  behind  us.  It  did  not  hap¬ 
pen  this  year,  and  I  am  convinced  that  it  will  not  happen  again. 

CONSISTENCY  WITH  EXECUTIVE  BRANCH  REQUEST 

Then  v/e  also  have  made,  again,  under  your  leadership,  really 
diligent  efforts  to  make  our  request  consistent  with  the  executive 
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branch  reque&t  in  technical  terms.  What  we  characterize  as  a  base 
or  an  a^justmvsnt  to  base  and  what  we  apply  in  terms  of  pay  ad¬ 
justments  are  consistent  with  what  the  executive  branch  is  apply¬ 
ing  so  that  you  can  better  compare  the  two  requests. 

COOPERATION  WITH  OTHER  BRANCHES  OF  GOVERNMENT 

We  are  trying  to  cooperate  with  the  other  branches  of  Govern¬ 
ment.  We  know  that  we  have  separation  of  powers,  but  we  know 
that  we  live  in  the  same  world,  and  we  need  to  work  together 
wherever  we  can. 

For  example,  on  the  subject  of  federalism,  there  is  a  three-branch 
conference  being  held  Monday,  convened  by  the  Attorney  General, 
that  will  be  attended  by  members  of  the  judiciary.  Members  of  Con¬ 
fess,  and  people  from  the  executive  branch  to  try  to  talk  through, 
in  a  rational  and  dispassionate  way,  these  issues:  what  is  best  han¬ 
dled  by  Federal  courts  and  what  needs  we  are  not  meeting  that  we 
ought  to  be  meeting. 

Senator  Rollings.  Good. 


HARD  FREEZE 

Judge  Arnold.  If  I  could  I  would  like  to  comment  about  the  hard 
freeze,  and  we  probably  would  like  to  give  additional  comments  for 
the  record. 

Senator  Rollings.  Sure. 

Judge  Arnold.  If  by  hard  freeze  it  is  meant  that  our  budget 
would  be  cut  back  from  $3.1  billion  to  $2.7,  or  $364  million  less, 
if  that  is  being  done  as  a  consequence  of  the  whole  discretionary 
number  being  $3.1  billion  too  much,  then  we  are  taking  a  very  dis¬ 
proportionate  hit.  Our  share  of  the  $3.1  billion,  if  it  were  spread 
out  pro  rata,  would  be  much,  much  less  than  the  $364  million.  You 
will  know  the  numbers,  but  $3.1  billion  has  got  to  be  probably  on 
the  order  of  1  percent  of  the  domestic  discretionary  total,  some¬ 
thing  like  that. 

Senator  Domenici.  Pretty  close. 

Judge  Arnold.  For  us  to  take  a  13-percent  cut  because  of  that, 
we  would  hope  would  not  happen. 

administrative  office  and  federal  judicial  center 

Could  I  just  say  two  other  things,  Mr.  Chairman?  This  is  about 
the  Administrative  Office  of  the  U.S.  Courts  and  the  Federal  Judi¬ 
cial  Center.  These  are  relatively  small  parts  of  our  budget,  but  in 
the  last  3  or  4  years,  they  have  suffered  disproportionately.  In  the 
case  of  the  Center,  the  real  dollars  appropriated  for  the  Federal  Ju¬ 
dicial  Center  are  going  down,  and  have  gone  down. 

So  this  year  we  are  asking  for  an  increase  from  $18.5  to  $19.7 
million  for  the  Center.  In  the  case  of  the  Administrative  Office, 
they  have  had  a  hard  freeze  on  employment,  and  their  absolute 
dollar  amount  went  down  from  1993  to  1994.  So  this  year  we  are 
asking  for  an  increase  in  the  Administrative  Office  from  $44.9  mil¬ 
lion  to  $48.8  million. 

I  know  that  you  cannot  do  everything  that  we  are  asking  you  to 
do.  But,  if  it  is  possible  to  preserve  virtually  intact  those  smaller 
accounts,  we  would  be  grateful. 
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Senator  Rollings.  Very  good. 

OUTLAY  REESTIMATES 

When  we  talk  about  that  $3.1  billion  the  CBO  says  that  the 
President's  budget  underestimates  outlays.  The  breakdown,  as  Sen¬ 
ator  Domenici  and  I  would  view  it,  is  at  $650  million  in  outlays 
from  this  particular  bill.  Whether  it  is  the  judiciary,  the  FBI,  the 
National  Institute  of  Standards  and  Technology  and  eveiything 
else,  to  say  the  prior  year  outlays  have  been  all  understated  with 
respect  to  the  judiciary  alone,  it  is  $159  million. 

I  am  looking  at  that  breakdown. 

Senator  Domenici.  Yes,  sir. 

Senator  Rollings.  You  will  be  looking  at  that  breakdown  to  find 
out. 

Senator  Domenici.  Right. 

bankruptcy  jltdgeships 

Senator  Rollings.  I  am  going  to  submit  most  of  our  questions. 
Judge,  because  we  have  another  group  waiting  upstairs.  But,  on 
bankruptcy,  for  judges,  I  see  that  you  are  requesting  an  increase 
of  $1.4  million  to  recall  six  bankruptcy  judges. 

You  have  budgeted  here,  for  the  support  staff  on  a  10-month 
basis,  the  cost  of  35  new  bankruptcy  judgeships,  yet  when  we  look 
at  the  caseload,  the  caseload  keeps  going  down.  In  fact,  last  year 
bankruptcy  filings  dropped  7  percent  to  910,000.  Your  estimate 
dropped  another  8  percent  to  840,000,  and  when  we  reexamined  it 
all  during  the  year  and  cut  back  we  see  new  judgeships  have  not 
been  filled  and  the  workload  is  going  down  and  yet  you  are  asking 
for  an  increase. 

Row  do  I  reconcile  that?  Can  you  explain  that  for  me? 

Judge  Arnold.  Yes,  sir;  in  the  first  place,  we  are  asking  for  247 
fewer  bankruptcy  clerk  office  positions  in  1995  than  we  had  in 
1994  because  we  know  that  the  caseload  is  going  down.  With  re¬ 
spect  to  the  35  newly  created  bankruptcy  judgeships  created  by  act 
of  Congress,  those  judgeships  were  created  based  upon  1990  case¬ 
load  numbers.  Of  those  36,  28  have  been  filled. 

The  Judicial  Council  of  the  Fifth  Circuit  has  decided  not  to  fill 
two  of  the  judgeships  in  the  Southern  District  of  Texas  and  the 
Western  District  of  Texas,  and  there  are  five  others  that  are  still 
pending. 

Your  question  was  about  recalling  six  bankruptcy  judgeships. 
Why  are  they  being  recalled  when  the  caseload  is  going  down? 

Senator  Rollings.  And  you  are  not  filling  the  others,  that  is 
right. 

Judge  Arnold.  The  answer  is  that  the  decision  is  made  on  a  dis¬ 
trict-specific  basis.  The  districts  in  which  those  six  are  being  re¬ 
called  do  have  the  caseload  to  justify  recall,  and  recalling  a  bank¬ 
ruptcy  judge  is  a  whole  lot  cheaper  than  creating  a  new  judgeship. 

CRIME  BILL 

Senator  Rollings.  Let  me  ask  about  that  crime  bill.  Do  you  have 
any  comments  or  suggestions  about  that  crime  bill? 
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Judge  Arnold.  I  think  my  comments  come  in  two  stages.  I  want 
to  emphasize  the  budget  aspect  of  it,  because  that  is  my  job. 

Senator  Rollings.  Right. 

Judge  Arnold.  Whatever  you  all  do  in  terms  of  legislative  policy 
is  your  business.  We  do  the  work  you  give  us  to  do.  It  is  a  decision 
of  policy  to  be  made  by  the  elected  representatives  of  the  people. 
My  magor  concern  is  that  when  you  decide  to  give  us  more  work, 
if  you  do,  we  be  given  the  resources  to  do  the  work.  We  want  to 
make  the  bricks,  but  we  need  the  straw  to  make  them. 

The  other  thing,  and  I  want  to  go  on  record  here,  is  our  thanks 
for  the  successful  effort  made  on  the  floor  to  get  a  $300  million  au¬ 
thorization,  $20  million  for  this  year,  which  apparently  won't  be 
used,  and  $70  million  for  each  of  the  four  following  years  for  the 
expenses  of  the  judiciary  that  may  be  incurred  in  carrying  out  that 
bill. 

We  don’t  know  what  those  expenses  will  be,  but  we  do  appreciate 
the  awareness  on  the  part  of  the  Congress  that  there  will  be  some. 
I  do  want  to  say  that  the  Criminal  Law  Committee  of  the  Judicial 
Conference  and  the  Federal  State  Relations  Committee  are  con¬ 
cerned  about  the  implications  for  the  Federal  court  system  of  giv¬ 
ing  us  a  lot  more  criminal  work. 

Let  me  give  you  some  numbers  here.  We  estimate  that  every 
year  there  are  about  225,000  offenses  with  guns  for  which  people 
are  arrested. 

Senator  Domenici.  How  many? 

Judge  Arnold.  Two  hundred  twenty-five  thousand.  There  are  a 
lot  of  offenses  with  guns  for  which  nobody  gets  arrested;  they  won’t 
come  into  the  court  system.  But,  the  ones  that  get  arrested,  we 
think,  are  225,000. 

If  those  cases  all  came  into  the  Federal  court  system,  and  we 
know  they  won’t,  but  just  to  give  you  the  ball  park  estimate,  if  they 
all  came  into  the  Federal  court  it  would  cost  $7  billion,  which  is 
more  than  twice  what  our  whole  budget  is. 

So  the  question  is:  How  many  of  them  would  come  into  the  Fed¬ 
eral  court?  That  depends  on  how  many  assistant  U.S.  attorneys  are 
added  to  do  that  work.  The  bill  as  passed  by  the  Senate  authorizes 
$55  million  for  new  assistant  U.S.  attorneys.  Of  that  amount,  $20 
million  is  earmarked  for  gangs.  If  the  other  part  were  all  for  fire¬ 
arms,  $35  million  would  be  available  to  prosecute  these  firearms  of¬ 
fenses. 

We  estimate  the  $35  million  would  hire  150  lawyers,  and  we  esti¬ 
mate  that  those  lawyers  would  bring  up  to  2,300  more  cases  every 
year.  That  is  a  large  number;  it  is  a  5-percent  increase  over  what 
is  expected  to  be  filed  this  year  but  in  terms  of  the  whole  universe 
of  225,000  offenses,  it  is  not  a  big  increment. 

So  the  bottom  line  is:  The  effect  on  us  depends  on  the  executive 
branch.  What  will  they  do  about  prosecuting  these  crimes? 

Senator  Domenici.  Right. 

Judge  Arnold.  How  many  more  positions  and  how  much  more 
in  the  way  of  resources  would  you  give  them  to  prosecute  these 
crimes?  Whatever  you  do,  we  just  ask  you  to  keep  in  mind  that 
these  folks  have  to  go  through  court  on  their  way  to  jail  or  on  their 
way  to  acquittal,  as  the  case  may  be. 
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Judge  WaI-tKER.  If  I  could  just  add  one  thing,  as  our  Budget 
Chairman  has  just  pointed  out  to  you,  there  would  be  a  5-percent 
increase  in  the  Feaeral  workload  with  2,300  crimes  coming  over 
and  being  prosecuted,  but  the  diminishment  of  the  activity  at  the 
State  level  will  be  iust  about  1  percent.  It  would  have  a  measurable 
impact  on  the  kind  of  caseload  each  judge  carries.  One  has  to  ques¬ 
tion,  I  think,  whether  the  reduction  of  the  caseload  in  the  States 
by  1  percent  is  really  an  answer  to  the  perceived,  somewhat  incor¬ 
rectly,  in  my  view,  notion  that  tlie  States  are  incapable  of  doing  a 
good  job. 

It  seems  to  me  that  the  States'  are  capable  of  doing  a  good  job. 
There  are  many  outstanding  State  attorneys  general  and  prosecu¬ 
tors.  I  come  from  New  York  City,  and  historically  one  of  the  finest 
prosecutorial  offices  in  the  country  is  in  the  county  of  New  York. 

It  seems  to  me  that  if  there  can  be  a  way  cf  strengthening  State 
systems,  because  they  do  prosecute  95  percent  of  the  crimes,  that 
should  be  fully  explored  rather  than  simply  saving,  ‘They  can’t  do 
a  good  iob.”  Shifting  it  over  to  the  Federal  Crovernment  will  not 
tackle  the  entire  problem  or  even  more  than  a  rather  small  per¬ 
centage  of  it. 

Senator  Hollings.  I  understand. 

Senator  Domenici,  you  have  got  to  leave? 

STATE  JUSTICE  SYSTEM 

Senator  Domenici.  Yes;  I  left  questions  with  Senator  Hatfield. 
Let  me  just  say  to  the  Judge  and  those  who  work  for  the  courts, 
I  understand  all  the  statistics  you  have  spoken  of,  in  particular  as 
to  the  relative  significance  of  2,300  additional  cases,  if  that  is  the 
right  number. 

But  I  tell  you  what:  I  am  not  sitting  here  saying  that  the  States 
can’t  do  it.  I  am  telling  you  that  what  I  am  finding,  and  I  would 
just  almost  intuitively  say  it  is  probably  the  case  in  a  majority  of 
the  States,  that  the  judicial  system  of  the  States,  in  particular,  the 
criminal  part,  just  can’t  cope  with  the  problems  that  are  out  there 
on  the  crime  side. 

If  anything,  we  ought  to  be  helping  them,  which  you  may  be  sug¬ 
gesting. 

Judge  Walker.  Indeed. 

Senator  Domenici.  But  we  don’t  do  that  very  easily,  either.  It  is 
a  lot  easier  for  somebody  to  vote  for  a  nev/  criLie  up  here  than  it 
is  to  put  up  some  more  money  to  go  help  on  the  5 -year  game  plan 
to  get  the  dockets  down  in  the  States.  Because  that  takes  a  few 
hundreds  of  millions  of  dollars. 

But  we  have  a  crime  bill  with  $22  billion,  perhaps,  and  frankly, 
at  the  end  of  it,  we  started  worrying  about  State  courts.  It  was  only 
when  the  former  judge  from  Alabama,  our  good  Senator,  went  to 
the  floor  and  said,  “We  better  help  the  district  attorneys  and  the 
judges  down  there  at  the  State  level,”  and  there  is  an  amendment 
in  the  bill  that  got  passed.  Otherwise,  it  wouldn’t  even  be  in  the 
bill. 

So  from  my  standpoint,  I  don’t  withdraw  one  bit  from  what  I  said 
this  morning:  That  somehow  everyone,  the  Federal  courts,  U.S.  at¬ 
torneys,  Attorney  General,  Confess,  has  to  help  the  States  in 
terms  of  criminal  justice.  Something  is  going  wrong  out  there,  and 
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if  you  listen  to  good  policemen,  it  is  not  the  cops;  it  is  what  hap¬ 
pens  after  they  arrest  them  or  when  they  know  they  have  got  a 
criminal,  what  happens  next  in  that  system,  in  particular,  witn  ju¬ 
veniles. 

I  mean,  the  system  just  doesn’t  work.  You  have  14-year-olds  com¬ 
mitting  serious,  serious  crimes  and  they  are  out  of  a  detention 
home  in  1  year  and  they  are  back  there  just  bluffing  the  cops, 
laughing  at  them,  waiting  around  to  do  another  crime.  The  police¬ 
men  know  all  that. 

We  had  a  case  in  our  State  lust  recently,  Mr.  Chairman,  where 
a  parole  system  permitted  a  three-time  loser  who  had  even  been 
accused  of  killing  a  cop,  permitted  him  to  go  out  on  parole  to  see 
a  basketball  game  to  see  if  he  could  become  accustomed  to  the  life 
of  an  ordinary  citizen.  It  turned  out  while  he  was  out,  he  didn’t 
show  up  after  the  game,  and  he  murdered,  that  night,  the  lady  that 
raised  him.  If  you  don’t  think  the  people  are  asking,  ‘"What’s  wrong 
with  that?  Something  is  wrong,”  you  ask  the  policemen.  They  say, 
“Ask  anybody  that  knows  about  tne  man.  They  would  never  let  him 
out.” 

It  is  those  things  that  son  ehow,  together,  we  have  to  help.  I  am 
not  suggesting  you  have  to  do  it,  but  I  hope  we  all  know  it  is  really 
a  sore  spot  with  the  American  people.  I,  tor  one,  am  willing  to  help 
down  at  the  State  level.  If  the  chairman  thinks  we  ought  to  help 
the  court  systems  down  there  and  take  it  away  from  somewhere 
else,  I  am  for  doing  that,  because  they  need  help,  there  is  no  ques¬ 
tion. 

Thank  you,  Mr.  Chairman. 

Senator  Hollings.  I  am  glad  you  are  feeling  about  this. 

Senator  DOMENICI.  I  am  feeling  well  today,  Mr.  Chairman. 

Senator  Hollings.  Grood.  Thank  you. 

Senator  Hatfield.  Thank  you,  Mr.  Chairman.  First,  Mr.  Chair¬ 
man,  I  ask  unanimous  consent  to  submit  on  behalf  of  Senator  Do- 
menici  questions  for  the  record. 

Senator  Hollings.  Very  good. 

Senator  Stevens.  Thank  you,  Peter. 

COURTHOUSE  CONSTRUCTION 

Senator  Hatfield.  I  would  like  to,  first  of  all,  make  a  suggestion 
based  on  a  recent  experience  and  then  second,  I  would  like  to  ask 
a  question.  If  I  have  my  history  correct,  sometime  back  the  GAO 
criticized  the  judiciaiv  for  the  way  they  handled  the  policies  of 
housing  the  courts  and  the  expansion  of  those  housing  facilities. 

I  believe  then  the  court  administrator  or  the  administrative 
agency  of  the  court  went  through  a  process  of  making  estimates, 
projections,  evaluations  leading  to  what  they  felt  to  be  the  space 
needs. 

One  of  the  first  projects  out  of  that  was  the  Portland  Federal 
Courthouse,  a  needed  facility,  which  the  administrative  agency  of 
your  court  system  made  as  a  recommendation.  Design  and  site  ac¬ 
quisition  was  authorized;  it  was  appropriated  for  that  design  and 
that  capacity  that  the  Court  Administrative  Office  had  recom¬ 
mended  based  on  the  needs  for  the  next  30  years. 

Now,  at  this  point,  the  GSA  comes  in  as  the  agent  of  the  court, 
in  a  sense,  and  of  the  Congress  as  well.  GSA,  driven  by  budgetary 
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constraints,  I  am  sure,  not  in  any  capricious  or  arbitrary  manner, 
but  certainly  driven  by  probably  budgetary  constraints,  asked  for 
a  redesign  scaling  down  that  square  footage;  went  through  that 
process,  and  by  the  time  the  extra  architectural  fees  were  paid,  et 
cetera,  et  cetera,  I  am  not  sure  we  saved  very  much  money. 

We  had  the  site  location  purchased;  we  had  the  preparation  of 
that  site  ready  to  go;  and  then  at  the  last  minute  GSA  comes  in 
for  a  second  reduction,  and  we  fought  that,  Senator  Moynihan  in 
the  authorizing  committee  and  Senator  DeConcini  in  the  Treasury- 
Post  Office  Appropriations  Subcommittee,  as  well  as  the  court  ad¬ 
vice,  and  by  the  way,  the  GSA  request  under  the  President’s  budg¬ 
et  was  for  that  level  of  funding  before  they  issued  another  reduc¬ 
tion  order. 

That  is  not  going  to  be  carried  out,  but  my  suggestion  is:  Based 
upon  that  experience,  and  it  might  be  multiplied  elsewhere,  I 
would  hope  that  there  would  be  some  kind  of  communication  be¬ 
tween  the  administrative  agency  of  the  court  and  the  GSA.  They 
didn’t  seem  to  sense  the  interconnectedness  in  my  dealings  with 
GSA. 

We  are  all  beyond  that.  Now  it  is  going  to  contract  and  so  forth, 
but  I  just  had  that  interesting  experience,  because  in  effect,  you 
have  developed  this  system  to  answer  the  GAO  criticism.  So  if  one 
agency  is  going  to  criticize  your  policies  and  you  develop  a  policy 
and  then  another  Federal  agency  is  not  going  to  implement  the  pol¬ 
icy,  answering  the  criticism  of  the  first  Federal  agency,  I  think  you 
find  yourself  in,  obviously,  a  sort  of  a  whipsaw. 

Judge  Arnold.  Senator,  we  are  in  a  dialog  with  GSA  now  on 
that  very  subject.  In  fact,  I  have  with  me  a  statement  that  we  pre¬ 
pared  that  was  presented  to  a  House  committee  which  point  by 
point  gives  our  reaction  to  the  criticisms  that  were  made  by  GAO. 

Senator  Hatfield.  Good. 

Judge  Arnold.  We  are  in  a  dialog  with  them  and  with  GSA - 

Senator  Hatfield.  Good. 

Judge  Arnold  [continuing].  To  make  sure  that  we  at  least  un¬ 
derstand  each  other  as  to  where  the  process  ought  to  go.  I  com¬ 
pletely  agree  with  you  that  we  need  to  do  a  better  job  of  commu¬ 
nicating.  This,  incidentally,  is  neither  specific  to,  nor  unique  to 
Portland. 

Senator  Hatfield.  I  see.  I  didn’t  think  so. 

Judge  Arnold,  It  is  a  nationwide  process  called  time  out  and  re¬ 
view  under  which  GSA  reviewed,  I  suppose,  every  government  con¬ 
struction  project,  certainly  every  court  project.  It  resulted  in  some 
changes  which  are  not  drastic.  In  general,  the  courthouse  construc¬ 
tion  projects  have  survived  that  process.  I  have  one  in  St.  Louis 
where  we  are  building  a  new  courthouse  for  the  court  of  appeals 
and  the  district  court. 

So  I  am  sensitive  to  what  you  are  saying,  and  we  will  submit, 
with  your  permission,  for  the  record  the  statements  that  we  have 
made  on  this  subject. 

Senator  Hatfield.  Thank  you.  I  would  appreciate  it. 

[The  information  follows:] 
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ST/tTEMENT  OF  P.  GERALD  THACKER  BEFORE  THE  SUBCOMMITTEE  ON  PUBUC  BUILD- 

E'^GS  AND  Grounds  of  the  Committee  on  Public  Works  and  Transportation, 
House  of  Representatives  on  the  Judiciary’s  Long  Range  Faciuties  Plan¬ 
ning  Process— October  7,  1993 

Mr.  Chairman  and  Members  of  the  Subcommittee:  On  behalf  of  the  Federal  Judi¬ 
ciary,  I  want  to  thank  you  for  the  opportunity  to  appear  before  you  today  to  discuss 
the  innovative  approach  the  Judiciary  has  taken  to  determine  its  present  and  future 
real  property  needs.  We  are  pleased  to  be  invited  to  participate  in  what  we  believe 
will  oe  a  productive  dialogue  about  our  long  range  facilities  planning  process  and 
thv.  General  Accounting  Office’s  assessment  of  a  portion  of  that  process. 

I  would  also  like  to  take  this  opportunity  to  advise  you  of  the  initiatives  the  Judi¬ 
ciary  has  taken  to  control  costs  of  courthouse  construction  since  we  last  appeared 
before  your  Subcommittee. 

Joining  me  today  are  Dr.  Victor  E.  Flango,  Director  of  Court  Research  at  the  Na¬ 
tional  Center  for  State  Courts,  and  Donald  Hardenbergh,  a  research  consultant  at 
the  Center,  both  of  whom  recently  completed  an  evaluation  of  the  Judiciary’s  long 
range  planning  process;  Keith  Fentress,  a  statistical  consultant  who  has  assisted  us 
with  developing  our  planning  methodology;  and  Walter  G.  Moon,  our  primary  staff 
person  responsible  for  long  range  facilities  planning  at  the  Administrative  Office  of 
the  U.S.  Courts. 


background 

Before  addressing  GAO’s  report,  which  we  received  only  three  working  days  ago, 
I  believe  it  is  important  first  to  provide  the  Subcommittee  members  with  some  back¬ 
ground  information  about  why  the  Judiciary  has  taken  an  active  role  in  developing 
space  plans  for  both  the  short  and  long  term. 

Mr.  Chairman,  the  Judiciary  is  concerned  about  costs  of  courthouses  and  we  be¬ 
lieve  that  proper  planning  is  essential  if  cost  savings  are  to  be  realized.  Historically, 
prior  GSA  aaministrations  took  a  somewhat  haphazard  approach  to  the  facilities 
needs  of  the  courts,  which  in  turn  led  the  Judiciary  to  take  a  more  active  role  in 
developing  its  space  requirements.  In  March  1988,  the  Judicial  Conference  approved 
a  proposal  that  requires  each  judicial  district  to  develop  a  projection  of  its  long  term 
space  needs  using  a  standard  methodology. 

Prior  to  initiation  of  the  long  range  planning  process,  GSA  would  frequently  come 
before  your  Subcommittee  and  your  counterpart  Subcommittee  in  the  Senate  re¬ 
questing  funding  for  an  addition  to  or  renovation  of  a  Federal  facility  only  to  have 
to  come  back  as  soon  as  the  project  was  completed  with  another  request  to  do  more 
work  at  the  same  location.  We  instituted  our  long  range  planning  process  to  save 
costs  and  to  make  the  process  more  rational.  It  was  developed  to  assist  decision¬ 
makers  within  the  Judiciary,  the  Executive  Branch,  and  the  Congress  by  looking  be¬ 
yond  the  “short  term.”  It  provides  a  context  within  which  future  decisions  can  he 
made  about  the  facilities  needs  at  a  given  location.  This  point  is  very  important.  The 
long  range  planning  process  is  just  one  in  a  series  of  steps  in  the  project  develop¬ 
ment  process.  I  have  attached  a  flow  diagram  to  this  statement  that  summanzes 
the  project  development  process.  We  recognize  that  GAO  was  asked  to  look  at  only 
the  space  projection  methodology  of  the  long  range  planning  part  of  the  process,  but 
hope  you  will  be  willing  to  look  at  the  much  larger  environment  in  which  real  prop¬ 
erty  <iecisions  are  made  in  all  three  branches  of  Government. 

We  saw  an  urgent  need  to  lend  some  structure  to  the  space  projection  process  be¬ 
cause,  and  I  say  this  with  over  19  years  of  experience  as  an  employee  of  the  General 
Services  Administration  in  a  variety  of  mid-level  and  senior  management  positions, 
there  was  not  and  still  is  not  a  uniform  procedure  within  the  Executive  Branch  for 
determining  future  space  needs. 

Just  over  two  years  ago  Nye  Stevens,  an  Assistant  Comptroller  General  at  GAO, 
told  the  Environment  and  Public  Works  Committee  of  the  &nate  that: 

Without  a  capital  investment  strategy  that  identifies  total  short  and  long¬ 
term  space  neeas,  relative  priorities,  and  funding  requirements.  Congress  can¬ 
not  ( 1)  systematically  and  rationally  identify  the  most  critical  or  most  cost-bene¬ 
ficial  projects  to  be  constructed  or  renovated,  (2)  monitor  GSA’s  performance  in 
meeting  overall  space  needs,  or  (3)  anticipate  future  capital  investment  funding 
requirements. 

The  Judiciary  has  taken  a  look  at  this  problem  while  the  Executive  Branch  con¬ 
tinues  to  lease  more  and  more  space,  does  not  have  any  capital  budget,  and  is  ham¬ 
strung  by  budget  rules  that  preclude  more  cost-effective  alternatives  for  satisfying 
the  ^vernment’s  real  property  needs.  I  know  you  have  introduced  H.R.  2680  to 
eliminate  these  accounting  impediments,  and  as  you  know  the  Judicial  Conference 
endorsed  the  concept  embodied  in  your  bill  on  September  20,  1993,  but  without  a 
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look  at  the  long  term,  and  a  context  within  which  you  can  make  decisions,  the  Gov¬ 
ernment  will  not  be  able  to  take  advantage  of  investment  opportunities  in  real  prop- 
erty. 

Given  that  the  Judiciary  is  the  first  Federal  organization  to  initiate  a  long  range 
facilities  planning  process — a  concept  endorsed  by  GAO  in  Mr.  Stevens’  testimony — 
one  would  expect  to  find  some  strengths  and  some  weaknesses  in  the  procedures  we 
use.  We  have  come  a  long  way  since  the  first  long  range  planning  sessions  were  per¬ 
formed  in  1989.  We  have  learned  the  strengths  and  weaknesses  of  our  methodolo¬ 
gies.  As  in  the  initial  phases  of  any  project  one  would  expect  that  adjustments  might 
be  necessary — and  we  welcome  helpful  suggestions  to  improve  the  process. 

My  testimony  this  morning  will  touch  in  summary  fashion  on  the  three  findings 
of  the  GAO  review: 

Finding  1:  That  the  courts  have  used  different  sets  of  data  and  different  space 
standards  as  the  process  has  evolved  and  that  this  situation  should  be  corrected; 

Finding  2:  That  the  courts  assume  current  space  is  and  will  be  needed  for  all  staff 
whether  or  not  the  staff  is  justified  by  workload  and  that,  therefore,  the  starting 
points  on  which  projections  are  based,  i.e.,  “baselines,”  can  be  either  overstated  or 
understated;  and 

Finding  3:  The  projection  methodology  needs  statistical  adjustment  and  that  a 
pure  statistical  methodology,  in  lieu  of  dependence  on  both  a  statistical  projection 
and  assumptions  about  workload  made  by  local  courts  nnd  Department  of  Justice 
staffs  during  the  on-site  planning  process  sessions,  would  be  a  better  indicator  of 
future  space  needs. 

FINDING  i:  USE  OF  CONSISTENT  DATA  AND  ACCOUNTING  FOR  CASE  COMPLEXITY 

As  stated  on  pages  28,  34,  and  94  of  the  report,  the  Judiciary  has  gained  useful 
experience  with  the  planning  process  and  recognizes  that  the  plans  completed  in  the 
initial  phases  were  treated  differently  than  those  currently  being  developed.  As  I 
said  earlier,  we  have  learned  a  lot  during  four  years  of  conducting  the  planning  ses¬ 
sions.  We  are  now,  and  have  been,  in  the  process  of  updating  the  plans  to  account 
for  changes  in  space  standards.  We  told  the  GAO  staff  this  on  many  occasions,  even 
prior  to  publication  of  the  draft  report.  Unfortunately,  this  finding  was  published 
in  the  final  report.  Let  me  assure  you  that  our  older  plans  are  now  updated  and 
requirements  for  specific  projects  certainly  are  reviewed  prior  to  submission  to  GSA. 

On  the  issue  of  accounting  for  case  complexity,  we  have  tried  to  streamline  the 
process  as  well  as  we  can — to  keep  it  as  simple  as  possible  so  that  it  can  be  readily 
understood  by  all  parties  involved  in  the  project  development  process.  When  we  cat¬ 
egorize  a  district  as  to  the  nature  of  its  caseload  (see  pages  1^20  and  33-34  of  the 
report)  we  are  accounting  for  case  complexity.  GAO  states  that  this  method  is  not 
statistically  rigorous  and  in  our  comments  we  agreed  to  adopt  more  statistically  rig¬ 
orous  methods  (see  page  95  of  the  report),  although  we  are  not  sure  that  by  adopt¬ 
ing  such  methods  GSA  and  the  Congress  will  have  any  better  infoimation  on  which 
to  base  decisions  about  a  given  project  than  they  have  now. 

In  summary  with  regard  to  Finding  1,  we  already  are,  and  have  been  for  some 
time,  updating  the  plans  consistent  with  the  recommendation  on  page  34  of  the  re¬ 
port  that  suggests  that  the  ‘^lans  be  updated  whenever  changes  are  made  to  the 
assumptions  that  affect  staff/space  allocations.”  With  regard  to  the  second  rec¬ 
ommendation  on  page  34,  concerning  the  need  to  address  case  complexity  in  the 
process,  we  believe  the  application  of  the  four  growth  model  criteria  described  on 
page  19  of  the  report  and  tne  input  from  court  managers  during  the  plans'  develop¬ 
ment  address  this  recommendation,  but  are  willing  to  address  this  concern  in  more 
detail. 

FINDING  2:  METHODOLOGY  EMPLOYED  TO  ADDRESS  STARTING  POINT  (BASELINE)  FROM 
WHICH  FUTURE  PROJECTIONS  ARE  MADE 

The  report  states  that  the  methodology  employed  generally  oi'erestimates  or 
underestimates  the  amount  of  space  needed  in  a  given  judicial  district  (page  41  of 
the  report).  The  variance  from  the  Judiciary’s  estimates  is  eight  percent  higher 
using  current  authorized  staffing  levels  to  determine  space  need.  The  Judiciary’s  es¬ 
timates  are  16  percent  higher,  according  to  GAO,  using  caseload  to  determine  staff¬ 
ing  levels  and  then  deriving  the  space  needed  to  house  staff.  The  report  also  states 
that  there  is  a  need  to  venfy  space  deficiencies  in  a  given  district  (page  42  of  the 
report). 

GAO's  analysis  overlooks  several  points  wWch  would  influence  space  projections: 
1.  By  using  current  staffing  in  its  calculations,  GAO  assumed  (as  stated  on  page 
72  of  the  report)  that  current  staffing  levels  reflect  actual  need.  This  assumption 
does  not  take  into  account  the  fact  that  at  the  present  time  the  Judiciary  is 
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understaffed  by  almost  3,100  positions  (16  percent)  nationwide  when  actual  work 
measurement  criteria  are  applied  to  actual  caseloads. 

Given  that  GAO  used  ratios  of  average  current  staffing  to  caseload  instead  of  the 
levels  of  staffing  that  would  be  authorized  based  on  work  measurement  formulae, 
it  is  not  surprising  to  find  many  districts  staffed  above  average  when  compared  to 
districts  with  similar  characteristics.  Because  courts  are  understaffed,  our  proiection 
process  has  a  built-in  conservative  bias  that  is  15  percent  less  than  that  which  is 
actually  required  to  process  the  caseload  of  the  courts. 

2.  The  methodolo^  employed  by  GAO  assumes  that  each  district  is  located  in  one 
facility  location.  If  tnis  were  the  case,  the  courts  would  be  located  in  94  buildings 
nationwide.  In  fact  we  are  located  in  over  730  facilities  each  with  its  own  specific 
space  configurations,  security  requirements,  and  support  spaces.  GAO’s  analyses,  for 
example,  assume  that  there  is  only  one  clerk’s  office  in  a  judicial  district,  when  in 
fact  there  could  be  three  or  four.  There  also  could  be  three  or  four  jury  assembly 
spaces  or  three  or  four  drug  testing  facilities  for  satellite  probation  offices. 

Given  the  need  to  provide  public  access  to  the  judicial  system,  it  is  not  always 
possible  to  take  advantage  of  the  economies  inherent  in  being  consolidated  in  one 
facility,  particularly  in  large  states  such  as  Texas  or  California  in  which  a  number 
of  divisional  court  locations  have  been  established.  By  assuming  that  each  district 
is  located  in  one  facility,  GAO  has  understated  our  space  requirements  by  1.0  to  2.1 
million  square  feet. 

3.  We  believe  that  there  is  another  component  of  the  long  range  planning  process 
that  must  be  included  when  establishing  a  “deficit”  of  space  in  a  court’s  airrent  in¬ 
ventory  of  facilities:  the  use  of  the  local  court  official’s  experience — judges,  court  ex¬ 
ecutives  and  court  staff  who  know  first  hand  the  nature  of  the  court’s  workload  at 
a  given  location  in  a  judicial  district. 

On  page  42  of  the  report  GAO  disagrees  with  this  approach,  and  I  would  be  happy 
to  discuss  your  views  on  this  technique  with  you  today.  GAO  does  recognize,  how¬ 
ever,  that  we  have  taken  what  I  view  as  a  vep^  significant  step  toward  standardiz¬ 
ing  the  baseline  upon  which  future  space  projections  are  made.  On  page  30  of  the 
report,  GAO  notes  that  we  have  developed  an  automated  system  that  will  eliminate 
the  need  to  use  “add-on”  factors  to  determine  space  requirements.  On  page  43  of 
the  report  GAO  recognizes  that  the  automated  system  “*  *  *  can  eliminate  the  sub¬ 
jectivity  that  occurs  when  local  (court]  representatives  identify  [space]  deficits.”  We 
have  in  fact  already  addressed  GAO’s  concern. 

GAO  misses  an  important  issue,  however,  by  looking  only  at  how  the  space  re¬ 
quirements  are  developed  and  ignoring  how  the  numbers  are  used. 

The  baseline  of  space  reqv;irements  contains  all  the  spaces  needed  with  appro¬ 
priate  sizes  for  those  spaces  when  the  total  requirements  for  the  district  are  listed. 
The  baseline  of  requirements  is  not  used,  however,  to  determine  whether  the  cur¬ 
rent  facility  is  adequate  or  inadequate.  (Current  facilities  are  considered  adequate 
unless  there  are  serious  functional  space,  health  and  safety,  or  security  deficiencies. 
Serious  functional  space  deficiencies  might  include  the  lack  of  an  adequately  sized 
jury  assembly  room,  or  a  location  in  the  facility  where  an  office  can  be  built  for  a 
new  judge. 

FINDEVG  3:  ADJUSTING  THE  JUDICIARY’S  STATISTICAL  METHODOLOGY 

In  Chapter  4,  the  report  generally  deprecates  the  need  for  the  local  courts  to  pro¬ 
vide  input  into  the  planning  projections.  Our  reasons  for  using  qualitative  (subjec¬ 
tive)  as  well  as  quantitative  data  in  our  projection  process  are  well  documented  on 
page  90  of  the  report. 

The  report  states,  on  page  eight,  that  if  we  incorporate  subjective  input  into  the 
process,  experts  are  needed  to  ensure  reliable  subjective  input  is  provided  and  that 
“*  *  *  the  local  representatives  that  participate  in  AOC’s  on-site  sessions  often 
would  not  qualify  as  experts  *  *  I  am  sure  that  there  are  some  judges  and  court 
staffs  that  would  disagree  with  that  statement. 

In  addition,  we  asked  what  input  behavioral  scientists  had  in  developing  the  re¬ 
port.  We  are  told,  on  pa^e  101,  that  GAO  policies  define  the  roles  of  staff  that  per¬ 
form  “referencing”  functions.  We,  however,  are  interested  in  an  analysis  of  how  so¬ 
cial  science  researchers  participated  in  writing  the  report  because  there  are  no  ref¬ 
erences  to  how  subjective  analysis  can  be  used  in  the  process. 

We  disagree  with  GAO  on  the  need  to  reduce  the  subjectivity  of  the  process  and 
to  basically  reduce  it  to  a  number-crunching  exercise  that  may  or  may  not  have  any 
relationship  to  the  actual  facilities  needs  of  a  given  court  location.  We  recognize  that 
some  minor  statistical  fine  tuning  might  be  necessary.  We  do  not  agree,  however, 
that  the  need  for  some  fine  tuning  is  a  basis  for  concluding,  as  GAO  states,  that 
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the  results  of  the  planning  effort  and  the  entire  project  development  process  cannot 
be  used  by  tlie  Congress  to  evaluate  requests  by  GSA  for  new  construction  projects. 

SUMMARY 

Throughout  the  report  GAO  cumulated  data  or.  a  nationwide  basis  to  determine 
gross  annual  costs  of  rental  payments  and  space  requests.  It  was  never  our  inten¬ 
tion  to  cumulate  all  94  plans  and  to  then  derive  estimates  of  total  space  require¬ 
ments  nationwide.  Each  mstrict's  facilities  plan  is  meant  to  stand  on  its  own  so  that 
GSA  can  see  how  the  particular  plan  fits  into  the  needs  of  other  Federal  organiza¬ 
tions  in  a  given  community.  On  page  51,  as  an  example,  GAO,  indicates  that  our 
projections  exceeded  GAO’s  by  16  percent.  Even  if  this  is  true,  and  we  cannot  agree 
that  it  is,  1  hope  that  you  would  recognize  that  such  broad  generalizations  which 
attempt  to  invalidate  the  entire  process  need  to  be  considered  in  the  context  of  some 
facts: 

— We  are  providing  the  Congress  with  the  best  information  available  on  a  given 
project,  w^e  recognize  that  GAO  was  asked  only  to  study  the  methodology  used 
to  develop  space  projections  in  the  long  range  planning  and  project  development 
process.  But  the  work  done  by  GSA,  outsice  consultants,  and  the  Judiciary  to 
produce  more  detailed  independent  analyses  (known  as  prospectus  development 
studies)  and  the  other  steps  as  shown  on  the  flow  chart  I  nave  included  with 
this  statement,  all  play  a  major  role  in  the  decision-making  process. 

— We  are  not  asldng  GSA  to  build  empty  space  for  us. 

— We  are  not  asking  GSA  to  build  twenty  or  tiuriy  year  buildings  for  us.  We 
would  hope  GSA  would  have  the  foresight  to  choose  sites  for  a  building  that 
could  accommodate  expansion  should  it  be  needed  in  the  future  so  that  the  in¬ 
vestment  being  made  today  will  not  have  to  be  abandoned  in  the  future. 

— We  are  not  a^ng  GSA  to  build  space  that  has  resulted  from  overstaffing  be¬ 
cause  overstaffing  does  not  currently  exist. 

COST  CONTAINMENT  AND  OTHER  INITIATIVES  OF  THE  JUDICIAL  BRANCH 

Mr,  Chairman,  if  1  may  I  would  like  to  briefly  advise  you  of  a  number  of  initia¬ 
tives  we  have  undertaken  to  reduce  the  costs  of  court  facilities.  I  know  costs  are 
of  great  concern  to  this  Committee  as  they  are  to  all  taxpayers.  In  April  of  this  year, 
we  testified  that  we  would  look  seriously  at  costs  and  take  actions  where  feasible 
to  reduce  the  costs  of  court  facilities. 

On  September  20,  1993,  the  Judicial  Conference  of  the  United  States  approved 
changes  to  a  number  of  space  standards  that  will  help  us  to  avoid  construction  of 
duplicate  types  of  spaces,  such  as  conference  rooms  and  training  rooms,  to  address 
the  need  to  consider  the  fiscal  implications  of  design  decisions,  and  to  eliminate  the 
requirements  for  a  separate  emergency  exist  path  for  judicial  officers  and  prisoners. 
The  specifics  of  these  changes  have  been  provided  to  the  Subcommittee’s  staff. 

We  also  have  participated  jointly  with  GSA  in  an  independent  courthouse  cost 
panel.  I  would  be  pleased  to  discuss  the  preliminary  findings  of  that  review  with 
you  In  addition,  the  Judicial  Conference  endorsed,  in  concept,  H.R.  881,  The  Ban 
on  Smoking  in  Federal  Buildings  Act.  I  know  you  have  shown  great  interest  in  that 
bill. 

Mr.  Chairman,  I  would  be  pleased  to  answer  any  questions  you  and  the  other 
Subcommittee  members  might  have  at  this  time.  Again,  we  appreciate  the  oppor¬ 
tunity  to  ajipear  before  you  today. 

Senator  Rollings.  On  that  score,  Mr,  Mecham,  you  would  have 
that  responsibility.  What  about  it? 

Mr.  Mecham.  I  do  have  that  responsibility,  and  it  is  a  constant 
source  of  frustration  for  us  as  well.  In  theory,  we  are  the  clients, 
and  GSA  is  the  agent.  In  fact,  the  reverse  is  true.  They  are  the  cli¬ 
ents,  and  we  are  the  agent.  We  have  sought  legislation  to  try  to 
change  that. 

I  am  happy  to  say  that  the  Vice  President,  in  his  report  on 
reinventing  government,  recommends  precisely  that  that  be  done. 
We  have  worked  closely  with  GSA.  Often,  they  are  thwarted  by 
0MB.  We  will  get  an  agreement  out  of  GSA,  and  0MB  will  knock 
it  out.  We  are  not  consulted  on  that;  we  are  not  consulted  on  prior¬ 
ities;  and  basically,  we  are  left  out  of  the  process.  We  try  to  inter¬ 
vene. 
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Mr.  Johnson,  Julia  Stasch,  and  the  new  public  buildings  commis¬ 
sioner,  we  met  v/ith  them  freguently,  had  mmost  an  unprecedented 
amount  of  conversation,  but  tne  results  are  not  what  we  would  like 
to  have. 

Senator  Hatfield.  I  appreciate  that,  Mr.  Mecham,  because  this 
was  the  only  project  in  this  particular  budget  cycle  in  which  our 
project  went  through  every  step,  every  hook,  every  procedure  that 
was  designed  and  dictated  by  policy  and  law.  We  found  it  very  frus¬ 
trating, 

MANDATORY  MINIMUM  STATUTE 

My  question  is:  As  we  have  been  talking  about  crime  and  we 
have  been  talking  about  police,  jails,  courts,  process,  all  these 
things,  let  me  ask  you  the  question  whether  or  not  you  believe  that 
mandatory  sentencing  has  expedited  judicial  process  or  has  it  hin¬ 
dered  it?  What  is  your  general  comment  about  mandatory  sentenc¬ 
ing? 

Judge  Arnold.  It  isn’t  expediting  the  process.  I  think  it  is  fair 
to  say  that  we  have  reservations  about  mandatory  minimum  sen¬ 
tencing.  Part  of  it,  I  suppose,  is  the  natural  human  tendency  that 
someone  whose  discretion  is  being  reduced  doesn’t  like  it.  I  try  to 
get  beyond  that  and  talk  about  the  policy  aspects. 

In  the  first  place,  it  is  only  mandatory  if  a  certain  charge  is 
brought.  Discretion  is  not  eliminated  from  the  process.  The  pros¬ 
ecutor  has  the  unreviewable  discretion  to  decide  what  to  charge 
somebody  with.  If  the  prosecutor  doesn’t  charge  you  with  a  crime 
that  carries  a  mandatory  minimum  then  you  are  not  going  to  get 
it. 

So,  assuming  that  the  prosecutor  has  charged  someone  with  that 
crime,  when  it  comes  to  court,  it  tends  to  retard  guilty  pleas  be¬ 
cause  there  is  no  room  for  bargaining.  For  a  person  who  knows 
that  if  he  is  convicted  he  is  going  to  get  a  mandatory  minimum 
sentence,  there  is  not  a  whole  lot  of  incentive  to  plead  guilty. 

So  that  is  one  aspect  of  it.  Another  aspect  of  it  is  that  it  sends 
people  to  prison,  in  some  instances,  who  have  no  prior  criminal  his¬ 
tory,  who  did  not  use  a  gun,  and  who  were  not  involved  with  a 
la^e  amount  of  drugs. 

The  Sentencing  Commission  has  numbers.  I  am  doing  this  from 
memory  now,  but  there  are  something  like  3,000  people  in  Federal 
penitentiaries  who  are  there  for  a  mandatory  minimum  term  with 
no  prior  criminal  history,  no  big  involvement  with  a  quantity  of 
drugs,  and  no  use  of  a  firearm  in  the  crime. 

Now,  I  want  to  say  again:  If  the  Congress  believes  that  that  is 
an  appropriate  treatment  of  those  people,  that  is  the  Congress’ 
choice,  but  we  have  reservations  about  it.  It  seems  to  us  that  those 
prison  spaces  might  better  be  used  for  violent  criminals,  some  of 
whom  are  not  being  handled  by  the  State  systems. 

Senator  Hatfield.  Judge,  I  appreciate  your  sensitivity  to  the 
separation  of  powers,  but  hy  the  same  token,  maybe  we  have  this 
and  I  am  not  aware  of  it,  but  we  also  need  an  open  flow  of  counsel 
and  information  from  the  judiciary  on  the  matters  that  relate  to 
this  subject,  because  often  we  domt  know  the  full  impact  of  those 
actions  we  take  which  we  think  are  sound  in  of  themselves,  but  you 
are  the  implementer. 
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I  don’t  know  about  the  chairman.  As  an  attorney,  the  chairman 
would  be,  of  course,  much  more  sensitive  to  this  than  I  as  a 
nonlawyer. 

Judge  Walker.  Senator  Hatfield,  may  I  comment  on  this? 

Senator  Hatfield.  Sure. 

MANDATORY  MINIMUM  GUIDELINES 

Judge  Walker.  I  should  also  preface  any  remarks  I  make  on  this 
subject  by  noting  that  I  am  currently  president  of  the  Federal 
Judges  Association,  and  we  have  taken  a  position  on  the  issue.  I 
have  testified  before  the  Crime  Subcommittee  on  the  House  side  on 
this  question.  I  would  be  happy  to  furnish  the  testimony. 

Senator  Hatfield.  Would  you  send  me  a  copy  of  your  testimony, 
please? 

Judge  Walker.  Yes;  I  will. 

Senator  Hollings.  Fd  like  a  copy  as  well  and  will  have  it  sub¬ 
mitted  in  the  ofilcial  hearing  record  if  that  is  possible. 

Judge  Walker.  Yes;  I  will  do  that. 

Senator  Hatfield.  Thank  you. 

Judge  Walker.  The  point  that  I  tried  to  make  in  that  testimony 
was  that  none  of  the  judges  that  I  am  aware  of,  many  of  whom 
have  been  appointed  in  the  last  15  years  or  so,  are  ignorant  or  not 
cognizant  of  the  severity  of  the  crime  problem  and  the  need  for 
harsh  sentences,  in  particular  in  cases  where  drugs  and  violence 
are  concerned.  So  the  original  concern  that  prompted  the  enact¬ 
ment  of  the  guidelines,  which  was  a  perception  that  judges  were 
imposing  disparate  sentences  and  maybe  were  too  lenient,  has 
largely  been  met.  It  has  been  met  by  the  guideline  regime,  the 
carefully  thought  out  bill  that  was  in  the  works  before  Congress  for 
many  years,  over  a  decade,  between  conception  and  enactment. 

The  guidelines  are  mandatory.  They  are  mandatory  on  judges, 
but  they  do  provide  flexibility  to  deal  with  the  characteristics  of  the 
offender  and  also  other  circumstances  that  are  traditionally  taken 
into  account  in  sentencing. 

Now,  a  mandatory  minimum  only  looks  at  one  thing,  and  that  is 
the  crime  of  conviction.  It  doesn’t  look  at  the  person’s  past  history; 
it  doesn’t  draw  a  distinction  between  the  good  person  who  gets  in¬ 
volved  in  a  bad  deed  that  is  uncharacteristic  of  that  person  and  be¬ 
tween  the  bad  person  who  deserves  to  be  appropriately  punished. 
It  doesn’t  draw  that  distinction. 

MANDATORY  MINIMUM  AND  DRUG  CASES 

It  also  doesn’t  draw  the  distinction  between  the  role  of  the  of¬ 
fender  in  the  offense.  As  you  know,  it  applies  in  most  drug  conspir¬ 
acy  cases,  and  in  drug  conspiracy  cases,  you  can  have  large  players 
and  small  players.  I  don’t  think  there  is  a  judge  in  this  country 
that  feels  that  a  large  player  in  a  drug  conspiracy  shouldn’t  feel  the 
full  force  of  the  law  when  it  comes  to  sentencing. 

But,  you  get  situations  where  a  small  player,  who  has  no  real 
stake,  is  a  hired  hand,  such  as  to  drive  a  car  or  to  offload  a  truck 
or  something  of  that  sort  for  $100.  Just  a  hired  hand,  who  would 
take  any  job  that  could  pay  $100,  is  confronted  with  the  mandatory 
minimum  which  doesn’t  reflect  the  role  in  the  offense. 
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Or,  you  get  a  situation,  such  as  a  case  that  was  discussed  in  the 
House  subcommittee  hearings,  of  a  young  woman  in  Alabama,  who 
is  19  years  old,  a  college  student  whose  boyfriend  was  a  drug  deal¬ 
er,  and  she  knew  it.  She  made  the  mistake,  bad  judgment,  of  asso¬ 
ciating  with  him,  but  she  was  19  years  old.  This  was  her  boyfriend 
and  she  loyal  to  him. 

When  a^customer  of  that  boyfriend  came  along  and  wanted  to 
find  her  boyfriend,  because  he  owed  him  some  money,  she  made 
the  mistake  of  passing  on  the  phone  number.  That  cost  her  10 
years  in  jail,  because  she  was  subject  to  the  mandatory  minimum 
because  of  the  amount  of  drugs.  There  is  no  question  about  her 
guilt.  She  knew  what  her  boymend  was  up  to,  but  she  was  then 
all  of  a  sudden  in  the  conspiracy.  In  that  particular  case,  there 
were  arrests  all  around.  I  think  five  or  six  defendants  were  ar¬ 
rested,  all  much  more  senior  than  she.  She  was  the  minimal  play¬ 
er.  But,  they  had  information  that  the  Gk)vemment  could  use,  so 
they  were  able  to  get  out  from  under  the  mandatory  minimums  by 
cooperating.  The  only  way  you  can  escape  the  mandatory  minimum 
is  if  the  Government  will  make  a  motion  for  a  reduction  below  the 
mandatory  minimum  on  the  basis  of  substantial  assistance. 

This  young  woman  had  no  information  to  give  up,  so  she  ended 
up  with  10  years  in  jail,  and  no  one  else  in  the  case  got  more  than 
5  years  in  jail. 

Senator  Rollings.  That  is  a  crime  in  itself. 

Judge  Walker.  That  is  certainly  the  message  that  we  got  from 
the  judge  who  imposed  that  sentence.  I  dare  say  there  isn't  a  judge 
in  this  country  that  wouldn't  feel  the  same  way. 

Those  are  the  problems,  I  think,  when  one  tries  to  deal  with  sen¬ 
tencing  an  individual  from  afar.  The  judge  on  the  scene  is  the  one 
best  equipped  to  impose  sentence. 

MANDATORY  MINIMUMS  AND  JUDGES  DISCRETION 

The  other  point  that  I  want  to  make  is  a  point  that  Judge  Arnold 
just  made.  That  is  that  as  a  result  of  these  mandatory  minimums, 
the  sentencing  process  is  being  driven  into  the  prosecutor's  office. 
The  charging  decision  becomes  the  sentencing  decision. 

At  that  point  you  have  young,  often  young,  often  inexperienced, 
well-meaning  prosecutors  making  judgments  about  what  the  sen¬ 
tence  is  going  to  be  and  what  it  should  be  in  a  particular  case. 

Senator  Hatfield.  We  could  reduce  the  number  of  judges  in  that 
type  of  procedure. 

Judge  Walker.  Indeed,  the  judges  have  no  discretion.  The  dis¬ 
cretion  has  been  removed  from  judges. 

So  the  article  III  appointment  process,  the  approval  by  the  Sen¬ 
ate,  all  of  the  care  that  goes  into  selecting  judges  is  really  for 
naught  when  it  comes  to  these  sentencing  decisions. 

Senator  Rollings.  This  is  covered  in  that  testimony  you  are 
going  to  send  us  a  copy  of? 

Judge  Walker.  Yes.  Yes. 

Senator  Rollings.  Very  good. 

Senator  Hatfield,  Thank  you,  Mr.  Chairman. 

Senator  Rollings.  Thank  you  very  much. 

[The  information  follows:] 
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Letter  From  John  M.  Walker,  Jr.,  President,  Federal  Judges  Association 

March  7, 1994. 

Honorable  Ernest  F.  Hollings, 

United  States  Senate,  125  Russ^ill  Senate  Office  Building,  Washington,  D.C. 

Dear  Chairman  Hollings:  As  promised  at  the  Hearing  before  the  Appropriations 
Subcommittee  on  Commerce,  Justice,  State  and  Judiciary  on  March  3,  1994,  I  am 
enclosing  herewith  the  testimony  relating  to  mandatory  minimum  sentences  that  1 
gave  on  July  28,  1993  before  the  Subcommittee  on  Crime  and  Criminal  Justice  of 
the  Judiciary  Committee  of  the  House  of  Representatives. 

Very  truly  yours, 

John  M.  Walker,  Jr. 


Testimony  of  the  President  of  the  Federal  Judges  Association,  the  Honor¬ 
able  John  M.  Walker,  Jr.,  Circuit  Judge  of  the  Second  Circuit  Court  of 
Appeals  Before  the  Subcommittee  on  Crime  and  Criminal  Justice  of  the 
Judiciary  Committee  of  the  United  States,  House  of  Representatives, 
Washington,  D.C.,  July  28, 1993 

I  thank  Chairman  Schumer  and  the  members  of  the  committee  for  the  oppor¬ 
tunity  to  testify  on  behalf  of  the  Federal  Judges  Association,  a  voluntary  organiza¬ 
tion  composed  of  over  700,  about  70  percent,  of  the  nation’s  Article  III  circuit  and 
district  judges.  As  those  charged  with  imposing  and  reviewing  criminal  sentences 
in  the  federal  courts,  we  have  first-hand  experience  with  the  problems  created  by 
the  mandatory  minimum  sentencing  provisions  passed  by  Congress  in  recent  years. 

Judges  share  Congress’s  concern  with  the  serious  problems  posed  to  our  society 
by  drug-related  and  violent  crimes,  as  well  as  Congress’s  belief  that  the  answer  does 
not  lie  in  shorter  criminal  sentences.  Like  many  of  my  fellow  judges,  I  have  devoted 
a  substantial  portion  of  my  career  to  law  enforcement,  first  as  a  federal  prosecutor 
and,  immediately  prior  to  my  appointment  to  the  federal  bench,  as  an  Assistant  Sec¬ 
retary  of  the  Treasury,  with  responsibility  for  the  enforcement  of  laws  against  drugs 
and  firearms  by  the  Customs  Service  and  the  Bureau  of  Alcohol,  Tobacco  and  Fire¬ 
arms.  Judges  do  not  oppose  mandatQry  minimums  because  we  favor  light  sentences 
for  convicted  criminals.  Neither  do  we  wish  to  return  to  a  time  when  Congress  and 
the  public  perceived  criminal  sentencing  as  arbitrary,  disparate  and  too  lenient.  To 
the  contrary,  it  is  precisely  because  mandatory  minimums  are  undermining 
Congress’s  sentencing  goals  that  we  favor  Congressional  re-examination  of  manda¬ 
tory  minimums. 

Congress  experimented  with  mandatory  minimums  in  the  Boggs  Acts  of  the 
1950’8.'  Then,  like  today,  Congress  sought  to  assure  that  sentences  reflected  the 
gravity  of  certain  types  of  drug  crimes,  and  to  assure  that  offenders  received  appro¬ 
priate  sentences.  TTie  second  Boggs  Act  set  mandatory  minimum  sentences  of  two 
years  for  a  first  drug  trafficking  offense,  five  for  a  second,  and  ten  for  a  third, ^  and 
mandated  a  life  sentence  or  the  death  penalty  for  the  sale  of  heroin  to  a  minor.^ 
Despite  the  best  intentions  of  Congress,  however,  the  mandatory  minimum  scheme 
proved  over  the  next  decade  to  be  inflexible  and  ultimately  unworkable.  Congress 
became  concerned  that  mandatory  minimums  interfered  with  the  ability  of  judges 
to  make  individualized  sentencing  decisions  and  “did  not  result  in  the  expected  over¬ 
all  reduction  in  drug  law  violations.”^  The  Boggs  Act  sentences  were  repealed  in 
1970.e 

Not  long  afterwards,  in  the  early  1970’s,  the  idea  that  judges’  sentencing  decisions 
should  be  governed  by  a  body  of  law,  and  not  unfettered  discretion,  was  developed 
by  then-Judge  Marvin  Frankel  and  others.®  More  than  a  decade  later.  Congress  en¬ 
acted  the  Sentencing  Reform  Act  of  1984,  which  established  the  Sentencing  Guide- 


^  Narcotic  Control  Act  of  1956,  Pub.  L.  No.  84-728,  70  Stat.  668  (1956),  amending  Pub.  L.  No. 
82-255,  65  Stat.  767  (1951),  repealed  by  Comprehensive  Drug  Abuse  Prevention  and  Ck>ntrol 
Act  of  1970,  Pub.  L.  No,  91-513,  84  Stat.  1236  (1970). 

1  Id.  at  §  103(a),  70  Stat.  at  568. 

3  Id.  at  §  107,  70  Stat.  at  671. 

*S.  Rep.  No.  613,  Olst  Cong.,  Ist  Seas.  2  (1969). 

®  See  supra  note  1. 

®See  M.E.  Frankel,  Criminal  Sentences:  Law  Without  Order  (1973);  M.E.  Frankel,  Lawlessness 
in  Sentencing,  41  U.  Cinn.  L.  Rev.  1  (1972). 
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lines  regime  that  is  currently  in  effect.'^  The  Act  reflected  Congress’s  appropriate 
concern  that  the  then-c\irren{i  sentencing  approach  vested  virtuaBy  absolute  mscre- 
tion  in  the  hands  of  sentencing  judges  whose  decisions  were  for  all  intents  and  pur¬ 
poses  unreviewable  by  appellate  courts.  Congress  was  distressed  that  similar  offend¬ 
ers  who  eiwaged  in  similar  crimes  were  in  many  cases  receiving  vastly  different  sen¬ 
tences,  and  that  the  parole  system  made  it  uncertain  whether  offenders  would  serve 
Uie  time  to  which  they  were  sentenced.  However,  the  Guidelines’  framers  did  not 
intend  to  replace  the  pre-Guidelines  regime  wit’i  rigid  mandatory  minimums  like 
tho^  Congress  had  reiected  over  a  decade  earlitrr.  As  one  senator  stated,  “{a]n  in¬ 
flexible  scheme  is  hardly  an  improvement  on  an  arbitrary  one.”® 

The  Guidelines  were  designs  to  further  three  fundamental  policy  goals:  first,  to 
make  sentences  more  predictable  by  eliminating  parole  and  otherwise  insuring  that 
persons  engaging  in  illegal  conduct  always  receive  appropriate  punishments;  second, 
to  promote  sentencing  uniformity  by  imposing  similar  sentences  ujpon  similar  offend¬ 
ers  committing  similar  crimes;  and,  third,  to  promote  proportional  sentencing  by  im¬ 
posing  differing  sentences  dependent  upon  the  severity  of  criminal  conduct.®  The 
^ntencing  Reform  Act  directed  the  establishment  of  a  Sentencing  Commission  to 
promulgate  the  Guidelines,  monitor  their  implementation  and  interact  with  Con¬ 
gress  as  the  Guidelines  are  updated  through  amendments.'®  The  Act  for  the  first 
time  provided  for  meaningful  appellate  review  of  trial  coart  sentencing  decisio.is, 
thus  requiring  district  judges  to  make  legal  determinations  and  factual  findings  for 
review  on  appeal." 

In  sentencing  a  convicted  defendant  under  the  Guidelines,  a  judge  determines  the 
appropriate  sentencing  range  on  a  sentencing  md.  The  range  is  determined  by  two 
factors:  first,  an  offense  level  arrived  at  through  examination  of  the  defendant’s  con¬ 
duct  in  relation  to  the  chafed  offense,  including  agCTavating  and  mitigating  factors, 
and,  second,  a  criminal  histoty  category  determined  through  an  examination  of  the 
defendant’s  prior  criminal  activities,  if  any.'® 

The  Sentencin|[  Commission  promu^ated  the  Guidelines  and  submitted  them  to 
Conm-ess  for  review,'®  as  it  does  all  Guidelines  amendments.'^  And,  in  developing 
Guidelines,  the  Commission  carefully  considered  and  implemented  ConCTess’s  policy 
goals.  Thus,  the  Guidelines’  criminal  history  approach  reflects  Congress^  intent  that 
recidivists  generally  and  career  criminals  specifically  receive  the  most  severe  sen¬ 
tences.*®  And  the  offense  level  calculations  reflect  Congress’s  concern  that  Criminals 
engaged  in  certain  conduct,  such  as  drug  trafficking  and  gun  crimes,  receive  en¬ 
hanced  punishments.'®  The  Guidelines  are  also  designed  to  insure  that  sentences 
are  both  uniform  and  proportional  to  the  nature  of  the  criminal  and  his  conduct. 
Sentencing  under  the  Guidelines  takes  into  account  such  factors  as  the  defendant’s 
role  in  the  offense,*'^  the  amount  of  drugs  involved  in  a  narcotics  crime,'®  and 
whether  an  offender  caused  *®  a  serious  injury.  The  Guidelines  also  consider  a  de¬ 
fendant’s®®  criminal  history,  as  well  as  his  conduct  following  arrest,  requiring  en- 


^ Title  II  of  the  Comprehensive  Crime  Control  Act  of  1984,  ch.2,  Pub.  L.  No.  98-473,  98  Stat. 
1837  (1984)  (codified  at  18  U.S.C.  §§  3551-59,  3561-66,  3571-74,  3581-86  and  28  U.S.C.  §§ 
991-98)  [hereinafter  “Crime  Control  Act”]. 

®121  Cong.  Rec.  S37,564  (statement  of  Sen.  Tunney). 

® United  States  Sentencing  Comm’n,  Sentencing  Manual,  Ch.l.,  Pt.A,  p.s.,  at  2  (1992)  [herein¬ 
after  “U.S.S.G.”}. 

'0See28U.S.C.  §991. 

"See  18  U.S.C.  §  3742(a);  S.E.  Zipperstein,  Certain  Uncertainty:  Appellate  Review  and  the 
Sentencing  Guidelines,  66  S.  Cal.  L.  Rev.  621,  621-23  (1992). 

'®See  U.S.S.G.,  supra  note  9,  at  288  (sentencing  table).  For  a  discussion  of  the  mechanics  of 
sentencing  under  the  Guidelines,  see  B.M.  Selya  &  M.R.  Kipp,  An  Examination  of  Emerging  De¬ 
parture  Jurisprudence  Under  the  Federal  Sentencing  Guidelines,  67  Notre  Dame  L.  Rev.  1,  3 
(1891). 

'®See  Crime  Control  Act,  supra  note  7,  Sentencing  Reform  Act  of  1984,  §  235(aXlXBXii),  98 
Stat.  at  2031-32,  as  amended  by  Criminal  Law  and  Procedure  Technical  Amendments  Act  of 
1986,  Pub.  L.  No.  99-646,  §  35(2X2),  100  Stat.  3592,  3599  (1986). 

"See  28  U.S.C.  §994(p). 

'®See,  e.g.,  U.S.S.G.,  supra  note  9,  at  §§  4B1.1  (career  offender  guideline),  4B1.3  (criminal 
livelihood  guideline),  4B1.4  (armed  career  criminal  guideline). 

"See,  e.g.,  id.  at  §  2D1. 1-3.5  narcotics  guidelines);  id.  at  §§  2D1. 1(b)(1),  2Dl.ll(bXl)  (enhanc¬ 
ing  narcotics  offense  levels  for  weapons  possession);  see  also  id.  at  §  5K2.6  (policy  statement 
concerning  departures  for  use  of  weapons  and  dangerous  instnimentalities). 

"Id.  at  Ch.3,  Pt  B. 

"Id.  at  §§  2Dl.l(c),  2D1. 11(d). 

"See,  e.g.,  id.  at  §  2Dl.l(aX2)  (where  defendant  is  convicted  under  enumerated  provisions, 
considering  whether  death  or  serious  bodily  injury  resulted  from  use  of  drugs);  see  also  id.  at 
§  5K2.2  (policy  statement  concerning  departures  for  significant  physical  injuries). 

®®See  id.  at  Ch.4. 
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hanced  offense  levels  for  the  obstruction  of*^  justice,  and  lowered  offense  levels  for 
those  offender  who  accept  responsibility  for  their  crimes.** 

The  Guidelines  regime  was  upheld  by  the  Supreme  Court  in  1989,*^  and  has  now 
been  fully  implemented.  However,  at  the  same  time  that  the  Guidelines  were  en¬ 
acted  and  coming  into  their  own,  Congress  began  to  enact  a  series  of  mandatory 
nunimum  sentencing  provisions  that  mirrored  the  scheme  that  Congress  had  pre¬ 
viously  discarded  as  unfair  and  unworkable.**  Today,  there  are  over  ^  mandatory 
minimum  sentences  on  the  books.*®  These  mandatory  minimums  work  at  cross-pur¬ 
poses  to  the  Guidelines,  undermining  the  very  goals  of  predictability,  uniformity  and 
proportionality  in  sentencing  that  Congress  sought  to  achieve  by  enacting  the  Sen¬ 
tencing  Reform  Act. 


PREDICTABILITY 

In  promulgating  the  Guidelines  regime,  Congress  sought  to  promote  predictability 
by  insuring  that  offendei*s  who  engage  in  particular  offenses  always  receive  and  ac¬ 
tually  serve  appropriate  sentences.  Predictability  in  sentencing  increases  public  con¬ 
fidence  in  the  criminal  justice  system  and  promotes  deterrence.  Congress  furthered 
this  goal  by  eliminating  parole.*®  And  the  Sentencing  Commission  created  a  regime 
designed  to  insure  that  particular  offense  levels  are  consistently  applied  to  particu¬ 
lar  criminal  conduct. 

In  enacting  mandatory  minimums,  Congress  sought  to  narrow  judicial  discretion 
by  prescribing  flat  minimum  punishments  for  certain  crimes,  like  drug  trafficking 
and  violent  offenses,  without  regard  to  the  circumstances  leading  to  their  commis¬ 
sion  or  any  offender  characteristics.  Congress  was  trying  to  insure  that  favoritism, 
privilege  and  bias  would  play  no  role  in  determining  what  sentence  a  particular  of¬ 
fender  received.  In  supporting  a  mandatory  minimum  for  the  sale  of  drugs  to  mi¬ 
nors,  Senator  Phil  Gramm  stated  that  all  like  offenders  would  pay  the  same  price 
for  their  crimes  no  “matter  who  your  daddy  is,  and  ;io  matter  hov/  society  has  done 
you  wrong.”  *‘^ 

However,  like  the  mandate^  minimum  regime  of  the  1950’s  and  1960’s  before  it, 
the  mandatory  minimum  regime  of  the  1980’s  and  1990's  has  failed  to  function  as 
Congress  envisioned  it.  Rather  than  furthering  predictability  in  sentencing,  the  re¬ 
verse  has  occurred. 

The  mandatory  minimum  scheme  vests  virtually  unfettered  discretion  in  the 
hands  of  individual  prosecutors.  From  among  the  offenders  who  (jualify  for  manda¬ 
tory  minimums,  prosecutors  decide  on  a  case-by-case  basis  who  will  actually  receive 
them. 

First,  it  is  the  prosecutor  who  decides  whether  to  charge  a  defendant  with  a  crime 
carrying  a  mandatory  minimum.  A  1991  Sentencing  Commission  study  found  that, 
in  some  45  percent  of  appropriate  cases,  prosecutors  choose  not  to  bring  charges  for 
canydng  a  firearm  in  connection  with  a  violent  crime  or  drug  offense,*®  a  crime  car¬ 
rying  a  five  year  minimum.*®  Second,  in  those  cases  where  a  mandatory  minimum 
offense  is  charged  in  the  indictment,  the  prosecutor  frequently  chooses  to  drop  the 
charge  in  connection  with  a  plea  bargain. 3°  Roughly  85  to  90  percent  of  criminal 
cases  in  the  federal  courts  are  disposed  of  by  plea  bargain.®^  Finally,  only  the  pros¬ 
ecutor  can  trigger  a  court’s  downward  departure  from  a  mandatory  minimum  sen¬ 
tence  in  return  for  a  defendant’s  “substantial  assistance”  in  connection  with  a  crimi- 


2Ud.  at§3Cl.l. 

22  Id.  at§  3E1.1. 

23  See  Mistretta  v.  United  States,  488  U.S.  361  (1989). 

24 See,  e.g..  Crime  Control  Act,  supra  note  7,  Miscellaneous  Violent  Crime  Amendments,  ch.lO, 
§  1005(a),  98  Stat  2028,  2138  (codified  at  18  U.S.C.  924(c);  mandatory  five  year  minimum  sen¬ 
tence  for  possession  of  gun  in  connection  with  crime  of  violence  or  drug  offense,  consecutive  to 
any  other  sentence);  id.,  Armed  Career  Criminal  Act  of  1984,  ch.l8,  §  1801,  98  Stat.  at  2185 
(codified  at  18  U.S.C.  §  924(eXl);  mandatory  fifteen  year  minimum  sentence  for  felon  with  three 

Srior  violent  felony  or  drug  convictions  convicted  of  gun  possession  in  violation  of  18  U.S.C.  § 
22(g)). 

2®  See  United  States  Sentencing  Comm’n,  Special  Report  to  the  Congress:  Mandatory  Mini- 
mum  Penalties  in  the  Federal  Criminal  Justice  System  ii  (Aug.  1991)  [hereinafter  “Sentencing 
Comm'n  Report”]. 

2»D.J.  Freed,  Federal  Sentencing  in  the  Wake  of  the  Guidelines:  Unacceptable  Limits  on  the 
Discretion  of  Sentencers,  101  Yale  L.J.  1681,  1689  (1992). 

2'^  Cong.  Kec.  S8,888  (daily  ed.  June  27,  1991)  (statement  of  Sen.  Gramm.) 

2®  Sentencing  Comm’n  Report,  supra  note  25,  at  57. 

20 18  U.S.C.  §  924(cXl). 

33  See  Sentencing  Comm’n  Report,  supra  note  25,  at  32. 

3*T.  Dunworth  &  C.J.  Weisselberg,  Felony  Cases  and  the  Federal  Courts:  The  Guidelines  Ex¬ 
perience,  66  S.  Cal.  L.  Rev.  99,  109  (1992). 
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nal  investigation.^^  What  constitutes  '^substantial  assistance”  is  often  in  the  eye  of 
the  beholder. 

Unlike  judges’  sentenci^  decisions,  which  are  public  and  on  the  record,  reported 
to  the  Sentencing  Commission,  and  subject  to  ^pellato  review,  prosecutors^  deci¬ 
sions  are  made  in  private.  And  tlie  Sentencing  Commission  study  found  that,  as  a 
result  of  prosecutorial  decisions,  about  40  percent  of  eligible  federal  defendants  did 
not  receive  the  applicable  mandatoi^  minimum  sentences.^ 

Some  may  say  that,  because  large  numbers  of  defendants  fail  to  receive  manda- 
toiy  minimum  sentences,  the  problem  is  less  serious  than  critics  suggest.  But  un¬ 
even  application  of  mandatory  minimums  undercuts  Congress’s  goals.  The  current 
scheme  turns  prosecutors  into  de  facto  sentencing  judges — free  to  be  lenient  or 
harsh  in  particular  cases,  without  explaining,  let  alone  defending,  their  decisions. 
And  this  grant  of  broad  sentencing  discretion  to  prosecutors  has  inevitably  contrib¬ 
uted  to  a  heightened  perception  that  influence  and  power,  “who  your  daddy  is” — 
even  in  a  criminal  organization — still  determines  whether  a  defendant  will  receive 
a  reduced  sentence. 


UNIFORMITY 

The  Guidelines  were  also  a  response  to  the  wide-spread  concern  that  similarly  sit¬ 
uated  defendants  were  receiving  very  difterent  sentences  for  similar  crimes  depend¬ 
ing  on  the  judges  that  heard  their  cases  or  the  parts  of  the  counti^  in  which  they 
were  charged.^  The  Guidelines  were  designed  to  achieve  uniform  sentences  for  like 
offenders  bv  requiring  sentencing  judges,  whoever  they  may  be  and  wherever  lo¬ 
cated,  to  follow  the  same  procedure  in  arriving  at  a  sentence.^®  In  sentencing  de¬ 
fendants,  judges  now  uniformly  take  into  account  the  nature  and  severi^  of  the 
crime  of  conviction,  as  well  as  any  other  relevant  criminal  conduct,  the  defendant’s 
role  in  the  offense  charged,®®  and  the  defendant’s  criminal  history.®^ 

Mandatory  minimum  provisions  thwart  Congress’s  goal  of  sentencing  uniformity 
because  they  are  not  uniformly  applied.  Those  who  have  studied  their  application 
are  convinced  that  sentencing  disparities  have  increased  along  with  the  proliferation 
of  mandatory  minimum  provisions.®®  The  Sentencing  Commission  study  found  sig¬ 
nificant  gender  and  racial  disparities  in  the  application  of  mandatoiy  minimum  pro¬ 
visions.  Of  those  eligible  to  receive  mandatory  minimum  sentences,  men  are  more 
likely  to  receive  them  than  women,®®  and  non-whites  are  more  likely  to  receive  them 
than  whites.**® 

Even  if  mandatory  minimum  provisions  were  uniformly  applied  to  criminal  de¬ 
fendants  prosecuted  in  federal  courts,  we  would  be  far  from  achieving  the  goal  of 
sentencing  uniformity.  The  vast  majority  of  drug  and  weapons  offenses  falling  with¬ 
in  the  amoit  of  federeil  mandatory  minimums  are  prosecuted  in  state  courts,  result¬ 
ing  in  different,  and  often  far  less  severe,  punishments.  Therefore,  those  offenders 
who  are  sentenced  under  federal  mandatory  minimums  receive  strikingly  different 
sentences  from  most  others  convicted  for  identical  conduct. 

PROPORTIONALITY 

Proportionality  is  a  third  congressional  sentencing  goal.  The  Guidelines  created 
a  nuanced  scheme  to  ensure  that  the  severity  of  a  sentence  is  proportional  to  the 
severity  of  the  crime.^'  For  example,  the  Guidelines  require  a  judge  to  a^ust  an 
offense  level  upward  or  downward  based  upon  a  defendant’s  role  in  the  offense  of 
conviction.*®  Organizers  and  leaders  receive  higher  sentences  than  minor  players.*® 
And  factors  such  as  gun  use  and  injuries  to  victims  are  also  considered.** 

Mandatory  minimum  statutes  are  much  blunter  instruments.  They  fail  to  take 
into  account  the  factors  that  Congress  considers  essential  to  fashioning  fair  and  uni¬ 
form  sentences;  and  the  result  is  similar  sentences  for  offenders  who  play  very  dif- 


82 See  18  U.S.C.  §  3553(e);  U.S.S.G.,  supra  note  9,  at  §  5K1.1. 

88  See  Sentencing  Comm’n  R^rt,  supra  note  25,  at  89. 

8+M.E.  Frankel,  Sentencing  Guidelines:  A  Need  for  Creative  Collaboration,  101  Yale  L.J.  2043, 
2044  (1992). 

88 See  U.S.S.G.,  supra  note  9,  at  Ch.l,  Pt.A(2). 

8*  Id.  at  Ch.3,  Pt.B,  intro,  comment. 

82  Id.  at  §  IBl.l  (application  instructions). 

88 See  Sentencing  Uomm’n  Report,  supra  note  25,  at  ii. 

38See  id.  at  76-79. 

*8  See  id.  at  76,  80-83. 

*^See  U.S.S.G.,  supra  note  9,  at  2. 

*2  See  id.  at  Ch.3,  IH.Brintro.  comment. 

*3 See  id.  at§3Bl.l. 

**See  id.  at  §§  6K2.6,  6K2.2. 
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ferent  roles  in  offenses,  and  have  differing  criminal  histories.  For  example,  with  re¬ 
spect  to  drug  crimes,  the  principal  mandatory  minimum  provisions  are  triggered 
only  by  the  weight  of  the  drug  or  mixture.^®  And  the  same  penalties  apply  whether 
the  defendant  is  a  low-level  player  or  a  king-pin. 

Moreover,  the  provisions  can  have  a  bizarre  “diff’  effect  whereby  a  defendant  just 
above  the  threshold  of  a  mandatory  minimum  may  face  a  sharply  higher  sentence 
than  the  fortunate  defendant  who  falls  just  below  it.^®  For  example,  a  defendant 
convicted  of  possession  of  6.0  grams  of  crack  cocaine  faces  a  maximum  penalty  of 
one  year  in  prison,  while  a  defendant  convicted  of  possession  of  5.1  grams  faces  a 
mandatory  minimum  of  five  years.'*’' 

Even  more  troubling  is  the  fact  that,  where  mandatory  minimums  do  apply,  more 
culpable  participants  in  criminal  schemes,  even  the  most  culpable,  often  receive 
lower  sentences  than  their  subordinates.  Examples  of  this  are  rife. 

One  case,  brought  to  my  attention  last  week  by  the  troubled  judge,  is  emblematic 
of  the  problem.^®  Nicole  Richardson’s  limited  participation  in  a  drug  ring  consisted 
of  giving  her  bo3rfriend’s  phone  number  to  some  of  his  drug  customers  and  directions 
during  a  car  chase.  The  organization’s  ringleader  and  his  lieutenants  each  received 
a  substantial  assistance  motion  from  the  prosecution  in  return  for  their  cooperation. 
The  longest  sentence  any  of  them  received  was  five  years,  half  as  long  as  the  other¬ 
wise  applicable  mandatory  minimum.  Richardson,  by  far  the  least  culpable  of  those 
charged,  was  unable  to  assist  the  Government.  She  was  the  only  defendant  to  re¬ 
ceive  the  statutorily  mandated  ten  year  sentence.  The  sentencing  judge  called  Rich¬ 
ardson’s  mandatory  sentence  “a  most  glaring  miscarriage  of  justice.” 

The  Federal  Judges  Association  is  assembling  further  examples  of  cases  dem¬ 
onstrating  problems  arising  under  the  mandatory  minimum  provisions.  I  include 
several  letters  from  district  judges  setting  forth  such  examples  as  an  appendix  to 
this  testimony,  and  request  permission  to  submit  further  examples  to  the  committee 
in  the  future. 

It  should  be  noted  that  many  low-level  participants  in  drug  organizations  who  off¬ 
load  or  transport  narcotics,  known  as  mules,  are  aliens  who,  but  for  their  mandatory 
minimum  sentences,  could  be  deported  after  serving  shorter  sentences,  making  room 
in  prisons — where  it  costs  $25,000  a  year  or  more  to  house  each  prisoner — for  more 
dangerous  and  culpable  criminals. 


CONCLUSION 

Those  who  support  mandatory  minimum  sentences  seek  assurance  that  offenders 
who  commit  serious  crimes  will  receive  sentences  that  fit  their  crimes.  The  judges 
of  the  Federal  Judges  Association  wholeheartedly  agree  with  this  goal.  However, 
mandatoiy  minimums  do  not  further  it. 

In  the  Sentencing  Guidelines,  Congress  enacted  a  system  to  eliminate  unwar¬ 
ranted  sentencing  disparity  and  lenience.  The  Guidelines  reflect  Congress’s  view  of 
the  seriousness  of  drug  and  gun  crimes,  as  well  as  Congress’s  goal  of  ensuring  that 
career  criminals  receive  substantial  jail  time.  As  a  result,  wholly  apart  from  manda¬ 
tory  minimums,  the  days  of  arbitrary-  or  overly  lenient  sentencing  are  over. 

In  the  majority  of  cases,  mandatory  minimum  statutes  do  not  increase  the  sen¬ 
tences  that  judges  would  otherwise  impose  under  the  Guidelines.  Yet,  in  a  minority 
of  cases,  mandatory  sentences  simply  do  not  match  offenders  or  their  crimes,  and 
can  lead  to  injustices.  And,  because  prosecutors  have  discretion  to  nullify  mandatory 
minimums,  the  most  serious  offenders  often  do  not  feel  their  impact. 

Mandatory  minimums  frustrate  the  carefully  thought  out  Guidelines  sentencing 
regime  enacted  by  Congress  after  years  of  effort.  Thus,  the  lesson  Congress  learned 
in  the  1950’s  and  1960’s — that  mandatory  minimums  are  not  only  ineffective,  but 
also  counterproductive,  weapons  in  the  war  on  crime— is  even  more  true  today 


^5  See,  e.g.,  21  U.S.C.  §  841(b). 

^See  Sentencing  Comm’n  Report,  supra  note  25,  at  30. 

♦'See  21  U.S.C.  §  844(a). 

Letter  from  Judge  Howard,  Chief  U.S.D.J.,  S.D.  Ala.,  to  Judge  Betty  B.  Fletcher,  U.S.C. J., 
9th  Cir.,  dated  July  13,  1993,  re:  United  States  v.  Nicole  Richardson,  included  in  the  appendix 
to  this  testimony. 
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Appendix 

MEMORANDUM  FROM  JOSE  A.  GONZALEZ,  JR.,  JUDGE,  SOUTHERN  DISTRICT  OF  FLORIDA, 
UNITED  STATES  DISTRICT  COURT 

July  23,  1993. 

To:  Hon.  John  M.  Walker,  Hon.  Betsy  Fletcher 
Fr:  Jose  A.  Gonzalez,  Jr. 

Re:  Mandatory  Minimum  Sentences 

Attached  is  the  Judgment  In  A  Criminal  Case  in  United  States  of  America  v. 
Brenda  Valencia,  91-8107--CRr-Gonzalez.  The  defendant,  Brenda  Valencia,  was  con¬ 
victed  of  conspiracy  to  possess  with  intent  to  distribute,  possession  with  intent  to 
distribute,  and  distribution  of  at  least  6  kilograms  of  cocaine.  Pursuant  to  the  Fed¬ 
eral  Sentencing  Guidelines,  Miss  Valencia  received  a  sentence  of  151  months  (12 
years,  seven  months). 

Miss  Valencia  had  just  turned  19  years  old  at  the  time  of  the  crime  in  this  case. 
She  was  not  a  ‘hig  time’’  drug  dealer.  There  was  no  evidence  that  she  was  part  of 
a  large  drug  operation  or  that  she  had  been  involved  in  this  type  conduct  before. 
It  would  be  an  overstatement  to  call  her  a  “mule,”  as  she  was  not  oven  a  regular 
courier  of  narcotics.  The  evidence  at  trial  showed  one  thing  and  one  thing  only — 
she  drove  her  aunt  to  a  drug  deal.  One  can  be  an  active  member  of  a  crime  ring 
by  simply  being  the  driver.  Here,  however,  the  evidence  showed  that  Brenda 
Valencia’s  aunt  asked  her  to  drive  because  she  herself  did  not  drive  a  car.  To  add 
insult  to  injury.  Miss  Valencia’s  sentence  was  also  increased  because  her  aunt  had 
a  weapon. 

Brenda  Valencia  was  duly  convicted  by  a  12  member  juiy.  Guilt  or  innocence  is 
not  the  issue  here.  The  facts  proven  at  trial  illustrated  that  she  was  “aware”  of  the 
situation  she  was  in.  Brenda  drove  her  aunt  from  their  home  in  Miami  to  a  buyer’s 
home  in  Palm  Beach  County.  The  evidence  indicated  that  Miss  Valencia  knew  that 
a  drug  transaction  was  to  occur,  and  she  willingly  participated.  But  that  is  all.  She 
was  a  minimal  participant  in  this  scheme  at  best,  and  her  record  was  otherwise  un¬ 
blemished. 

The  mandatory  minimum  in  this  case  was  120  months  (excluding  the  gun  charge). 
The  enhancement  for  the  weapon  was  also  mandatory.  Under  the  old  system,  1 
would  likely  have  given  Miss  Valencia  three  years,  and  then  probation.  Her  partici¬ 
pation  was  minimal,  and  she  had  no  prior  record.  I  believed  then  and  I  believe  now 
that  the  sentence  in  this  case  was  extremely  harsh.  This  is  an  example  where  a 
mandatory  minimum  gave  the  sentencing  judge  no  leeway  to  fashion  a  sentence 
which  fit  the  crime.  To  sentence  a  19  year  old  girl  to  12 V2  years  for  a  first  offense 
in  which  she  was  minimally  involved  seems  unjust. 

I  have  attached  the  Judgment  in  this  case.  Please  note  that  I  felt  on  April  10, 
1992  the  same  way  I  feel  today:  “Even  the  low-end  of  the  guideline  range  is  an  out¬ 
rage  in  this  case.” 


United  States  District  Court,  Southern  District  of  Florida 

UNITED  states  OF  AMERICA  V.  BRENDA  VALENCIA  (02),  A/k/A  MARTHA  GONZALEZ, 
#39589-004  (NAME  OF  DEFENDANT) 

JUDGMENT  IN  A  CRIMINAL  CASE 

(FOR  OFFENSES  COMMITTED  ON  OR  AFTER  NOVEMBER  1,  1987) 

Case  Number:  91-8107-CR-Gonzalez. 

Defendant’s  Attorney:  Robert  Duboff,  1925  Brickell  Ave.,  #D-207,  Miami,  FL  33129; 
Ellen  Cohen,  AUSA. 

The  Defendant: 

□pleaded  guilty  to  count(s) 

Swas  found  guilty  on  counUs)  one,  two  and  three  of  the  indictment  after  a  plea  of 
not  guilty. 
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Accordingly,  the  defendant  ia  adjudged  guilty  of  such  countCs),  which  involve  the 
following  oftenaes: 


Title  end  sectioo 

Nature  of  offense 

Date  offense 
concluded 

Count 

number(s) 

21:846  . 

Conspiracy  to  possess  with  Intent  to  distribute  at  least 

5  kilograms  of  cocaine. 

10/8/91  . 

One. 

21;841(a)  . 

18:2 

Possession  with  intent  to  distribute  at  least  5  kilograms 
of  cocaine. 

10/8/91  . 

Two. 

21:841(a)(l) . 

18:2 

Distribution  of  at  least  5  kilograms  of  cocaine . 

10/8/91  . 

Three. 

The  defendant  is  sentenced  as  provided  in  this  judgment.  The  sentence  is  imposed 
p^uant  to  the  Sentencing  Reform  Act  of  1984. 

□The  defendant  has  been  found  not  guilty  on  counts) _ and  is  dis¬ 

charged  as  to  such  counKs). 

S Counts) _ (is)  (are)  dismissed  on  the  motion  of  the  United  States. 

It  is  ordered  that  the  defendant  shall  pay  a  special  assessment  of  $160,  for 
counts)  1,  2,  and  3  of  the  indictment,  which  shall  be  due  immediately  as  follows: 
It  is  further  ordered  that  the  defendant  shall  notify  the  United  State  attorney  for 
this  district  within  30  days  of  any  change  of  name,  residence,  or  mailing  address 
until  all  fines,  restitution,  costs,  and  special  assessments  imposed  by  this  judgment 
are  fully  paid. 

Defendant’s  Soc.  Sec.  No.:  592-42-9611 
Defendant’s  Date  of  Birth:  8/18^2. 

Defendant’s  Mailing  Address:  North  Dade  Detention  Center,  Miami,  Florida. 
Defendant’s  Residence  Address:  6265  West  26th  Ave.,  Hialeah,  FL. 

Date  of  Imposition  of  Sentence:  April  10,  1992. 

Name  and  ^tle  of  Judicial  Officer:  Honorable  Jose  A.  Gonzalez,  Jr. 

Date:  April  13,  1992. 


IMPRISONMENT 

The  defendant  is  hereby  committed  to  the  custody  of  the  United  States  Bureau 
of  Prisons  to  be  imprisoned  for  a  term  of  one  hundred  and  fifty  one  (151)  months 
as  to  each  counts  one,  two,  and  three  of  the  indictment.  The  sentence  imposed  as 
to  each  count  shall  run  concurrent  one  to  the  other  for  a  total  term  of  confinement 
of  one  hundred  and  fifty  one  (151)  months. 

The  defendant  shall  receive  credit  for  any  time  spent  in  federal  custody  as  to  this 
offense. 

QThe  court  makes  the  following  recommendations  to  the  Bureau  of  Prisons: 
g]^e  defendant  is  remanded  to  the  custody  of  the  United  States  marshal. 

[^he  defendant  shall  surrender  to  the  United  States  marshal  for  this  district, 

□at _ (a.m.)  (p.m.)  on _ . 

□as  notified  by  the  Umted  States  marshal. 

□The  defendant  shall  surrender  for  service  or  sentence  at  the  institution  designated 
by  the  Bureau  of  Prisons. 

□before  2  p.m.  on _ . 

C  as  notifi^  by  the  United  States  marshal. 

□as  notified  by  the  probation  office. 

SUPERVISED  RELEASE 

Upon  release  from  imprisonment,  the  defendant  shall  be  on  supervised  release  for 
a  term  of  five  (6)  years  as  to  each  counts  one,  two  and  three  of  the  indictment.  This 
sentence  shall  run  concurrent,  each  count,  one  to  the  other. 

While  on  supervised  release,  the  defendant  shall  not  commit  another  federal, 
state,  or  local  crime  and  shall  not  illegally  possess  a  controlled  substance.  The  de¬ 
fendant  shall  comply  with  the  standard  conditions  that  have  been  adopted  by  this 
court  (set  forth  below).  If  this  judgment  imposes  a  restitution  obligation,  it  shall  be 
a  condition  of  supervised  release  that  the  defendant  pay  any  such  restitution  that 
remains  unpaid  at  the  commencement  of  the  term  of  supervised  release.  The  defend¬ 
ant  shall  comply  with  the  following  additional  conditions: 

l^he  defendant  shall  report  in  person  to  the  probation  office  in  the  district  to 
which  the  defendant  is  releasea  within  72  hours  of  release  from  the  custody  of 
the  Bureau  of  Prisons. 
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{x]The  defendant  ehall  pay  any  fines  that  remain  unpaid  at  the  commencement  of 

the  term  of  supervisee  release. 

g)The  defendant  shall  not  possess  a  firearm  or  destructive  device. 

STANDARD  CONDITIONS  OF  SUPERVISION 

While  the  defendant  is  on  supervised  release  pursuant  to  this  judgment,  the  de¬ 
fendant  shall  not  commit  another  federal,  state,  or  local  crime.  In  addition: 

(1)  the  defendant  shall  not  leave  the  judicial  district  without  the  permission  of  the 
court  of  probation  officer; 

(2)  the  defendant  shall  r  sport  to  the  probation  officer  as  directed  by  the  court  or 
probation  officer  and  shall  submit  a  truthfiil  and  complete  written  report  within  the 
first  five  days  of  each  month; 

(3)  the  defendant  shall  answer  truthfully  all  inquiries  by  the  probation  officer  and 
follow  the  instructions  of  the  probation  officer; 

(4)  the  defendant  shall  support  his  or  her  dependents  and  meet  other  family  re¬ 
sponsibilities; 

(6)  the  defendant  shall  work  regularly  at  a  lawful  occupation  unless  excused  by 
the  probation  officer  for  schooling,  training,  or  other  acceptable  reasons; 

(6)  the  defendant  shall  notify  the  probation  officer  within  72  hours  of  any  change 
in  residence  or  employment; 

(7)  the  defendant  shall  refrain  from  excessive  use  of  alcohol  and  shall  not  pur¬ 
chase,  possess,  use,  distribute,  or  administer  any  narcotic  or  other  controlled  sub¬ 
stance,  or  any  paraphernalia  related  to  such  substances,  except  as  prescribed  by  a 
physician; 

(8)  the  defendant  shall  not  frequent  places  where  controlled  substances  are  ille¬ 
gally  sold,  used,  distributed,  or  administered; 

(9)  the  defendant  shall  not  associate  with  any  persons  engaged  in  criminal  activ¬ 
ity,  and  shall  not  associate  with  any  person  convicted  of  a  felony  unless  granted  per¬ 
mission  to  do  so  by  the  probation  officer; 

(10)  the  defendant  shall  permit  a  probation  officer  to  visit  him  or  her  at  any  time 
at  home  or  elsewhere  and  shall  permit  confiscation  of  any  contraband  observed  in 
plain  view  by  the  probation  officer; 

(11)  the  defendant  shall  notify  the  probation  officer  within  seventy-two  hours  of 
being  arrested  or  questioned  by  a  law  enforcement  officer; 

(12)  the  defendant  shall  not  enter  into  any  agreement  to  act  as  an  informer  or 
a  special  agent  of  a  law  enforcement  agency  without  the  permission  of  the  court; 

(13)  as  directed  by  the  probation  officer,  ffie  defendant  shall  notify  third  parties 
of  risks  that  may  be  occasioned  by  the  defendant’s  criminal  record  or  personal  his¬ 
tory  or  characteristics,  and  shall  permit  the  probation  office  to  make  such  notifica¬ 
tions  and  to  confirm  the  defendant’s  compliance  with  such  notification  requirement. 

STATEMENT  OF  REASONS 


Defendant:  Brenda  Valencia 
Docket  No.  91-8107-Cr-^jronzalez 

[3The  court  adopts  the  factual  findings  and  guideline  application  in  the  presentence 
report. 

OR 

□The  court  adopts  the  factual  findings  and  guideline  application  in  the  presentence 
report  except  (see  attachment,  if  necessary): 

Guideline  Range  Determined  by  the  Court: 

Total  Offense  Level: _ 

Criminal  History  Category: _ 

Imprisonment  Range: _ months 

Supervised  Release  Range: _ to _ years 

Fine  Range:  $ _ to  $ _ 

□Fine  is  waived  or  is  below  the  guideline  range,  because  of  the  defendant’s  in¬ 
ability  to  pay. 

Restitution:  $ _ 

□Full  restitution  is  not  ordered  for  the  following  reason(s): 

□The  sentence  is  within  the  guideline  range,  that  range  does  not  exceed  24 
months,  and  ffie  court  finds  no  reason  to  depart  fh>m  the  sentence  called  for  by  ap¬ 
plication  of  the  guidelines. 
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OR  ' 

QThe  senten^  is  within  the  guideline  range,  that  range  exceeds  24  months,  and 
the  sentence  is  imposed  for  the  following  reason(s):  Even  the  low-end  of  the  guide¬ 
line  range  is  an  outrage  in  this  case. 


OR 

The  sentence  departs  from  the  guideline  range: 

□upon  motion  of  the  government,  as  a  result  of  defendant’s  substantial  assist¬ 
ance, 

□for  the  following  reason{8): 

□The  court  orders  transcript  of  Statement  of  reasons  be  attached. 

Date:  April  10,  1992. 

Jose  A.  Gonzalez,  Jr., 

U.S.  District  Court  Judge 


MEMORANDUM 

To:  Judge  Betty  B.  Fletcher,  Immediate  Past  President,  Federal  Judges  Association. 
CC:  Judge  John  M.  Walker,  Judge  Stanley  Brotman 

From:  Edwin  L.  Nelson,  United  States  District  Judge,  Northern  District  of  Alabama 
Date:  July  22,  1993 — 4:29  pm 

Subject:  Congressional  Hearings,  Mandatory  Minimum  Sentences 

I  welcome  the  opportunity,  through  the  association,  to  speak  to  someone  in  the 
Congress  with  regard  to  mandatory  minimum  sentences  and  the  injustice  sometimes 
created  by  them. 

In  April  of  this  year  I  was  compelled  to  sentence  a  young  college  student  with 
no  prior  criminal  record  to  ten  years  imprisonment  because  of  the  minimum  sen¬ 
tence  mandated  by  law.  The  defendant,  a  21  year  old  black  male  appeared  before 
me  on  April  20,  1993,  for  sentencing.  He  had  earlier  pled  guilty  to  an  Attempt  to 
Possess  with  Intent  to  Distribute  Cocaine  Base  in  violation  of  21  USC  846,  Use  of 
a  Communication  Facility  in  Commission  of  a  Drug  Offense  in  violation  of  21  USC 
843(b),  and  Possession  with  Intent  to  Distribute  Cocaine  Base  in  violation  of  21  USC 
841(aKl). 

The  defendant,  in  return  for  promised  payment  of  $200,  agreed  to  permit  another 
individual  to  send  a  package  to  his  apartment  via  Express  Mail  which  the  defendant 
knew  would  contain  cocaine.  He  was  to  have  received  payment  when  he  delivered 
the  passage  to  another  person.  The  package  was  intercepted  by  postal  inspectors 
and  found  to  contain  approximately  370  grams  of  cocaine  base.  The  postal  inspectors 
removed  all  but  43.5  grams  of  crack  cocaine  and  the  package  was  then  delivered 
to  the  defendant’s  address  during  a  controlled  deliveiy.  After  the  defendant  took 
possession  of  the  package,  a  search  warrant  was  executed  and  he  was  arrested. 

The  defendant  attempted  to  assist  investigators  by  contacting  the  person  for 
whom  the  package  was  intended,  but  he  was  unsuccessful. 

The  sentencing  guidelines  yielded  a  range  of  108  to  135  months  but,  because  of 
the  applicable  mandatory  minimum  sentence,  I  was  required  to  impose  a  sentence 
of  ten  years  imprisonment.  It  is  my  firm  conviction  that  the  defendant’s  involvement 
in  this  criminal  conduct  was  limited  to  the  circumstances  I  have  described.  If  he 
had  been  more  deeply  involved,  this  young  man  could  have  provided  substantial  as¬ 
sistance  to  the  government  and,  very  likely,  would  have  benefitted  from  a  motion 
for  a  downward  departure  under  Guideline  5K1.1. 

Instead,  because  his  involvement  was  limited,  he  was  unable  to  help  law  enforce¬ 
ment  officers  or  himself.  In  my  opinion,  the  sentence  imposed  in  this  case  was  sim¬ 
ply  unconscionable.  The  result  will  likely  be  that  a  young  man  who,  given  a  reason¬ 
able  response  to  his  offense  by  the  criminal  justice  system,  might  have  become  a 
productive  and  responsible  citizen  will  instead  spend  eight  and  one-half  years  in 
prison  learning  how  to  be  a  criminal. 

I  wish  you  well  in  this  endeavor  to  return  some  measure  of  reason  and  discretion 
to  the  criminal  justice  system  in  its  response  to  problems  related  to  controlled  sub¬ 
stances. 


77-100-94-6 
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Examples  of  Unjust  Sentences  Under  Federal  Mandatory  Minimum  Provi¬ 
sions  Provided  by  District  Judges  to  the  Federal  Judges  Association,  July 
1993 

For  $200,  a  21-year-old  college  student  with  no  prior  criminal  record  agreed  to 
permit  an  acquaintan^'e  to  mail  a  package  containing  cocaine  to  his  apartment.  The 
package,  containing  370  grams  of  cocaine  base,  was  intercepted  by  postal  inspectors. 
The  defendant  pleaded  guilty  and  attempted  to  assist  investigators,  but  he  had  no 
helpful  information  due  to  his  limited  involvement  in  the  criminal  scheme.  The  de¬ 
fendant  was  sentenced  to  the  mandatory  minimum  of  ten  years  based  upon  the 
amount  of  cocaine  involved.  (Letter  of  Judge  Edwin  L.  Nelson,  United  States  Dis¬ 
trict  Court  for  the  Northern  District  of  Alabama). 

A  young  legal  alien  with  a  wife  and  two  children  earned  his  keep  as  a  “shade- 
tree”  mechanic.  A  friend,  who  intended  to  transport  ten  kilos  of  cocaine  from  Califor¬ 
nia  to  Texas  for  $10,000,  asked  him  to  ride  along  in  case  the  car  broke  down  in  ex¬ 
change  for  $1,500.  The  defendant  and  his  friend  were  arrested  with  the  ten  kilos 
of  cocaine  as  well  as  two  guns.  The  defendant  knew  no  one  involved  in  the  drug 
ring  other  than  his  friend,  and  thus  could  be  of  no  help  to  the  government.  He  was 
sentenced  to  the  mandatory  minimum  of  ten  years  for  the  drugs  involved  and  a  five- 
year  enhancement  for  the  guns.  (Letter  of  Judge  Donald  E.  Walter,  United  States 
District  Court  for  the  Western  District  of  Louisiana). 

The  nineteen-year-old  defendant  drove  her  aunt,  who  was  unable  to  drive,  to  a 
drug  deal.  The  defendant  had  no  prior  record,  and  her  involvement  in  the  drug  ring 
was  limited  to  providing  her  aunt  with  the  ride.  She  received  a  twelve  year,  seven 
month  sentence  by  virtue  of  the  ten  year  mandatory  minimum  for  the  amount  of 
drugs  involved  in  the  deal,  and  an  enhancement  because  her  aunt  had  a  weapon. 
(Letter  of  Judge  Jose  A.  Gonzalez,  United  States  District  Court  for  the  Southern 
District  of  Florida). 

The  defendant  was  the  girlfriend  of  a  member  of  a  drug  ring  operating  out  of  a 
southern  university,  and  a  peripheral  member  of  the  ring.  The  ringleader  and  his 
lieutenants  pleaded  guilty  and  cooperated  with  the  prosecution  and  received  five 
year  sentences,  half  the  mandatory  minimum  of  ten  years.  Only  the  defendant,  the 
least  culpable  of  the  charged  defendants,  received  the  ten  year  mandatory  minimum 
sentence.  The  district  judge  stated  that  this  was  a  “glaring  miscarriage  of  justice.” 
(Letter  of  Chief  Judge  Alex  T.  Howard,  United  States  District  Court  for  the  South¬ 
ern  District  of  Alabama). 


FEDERALIZATION  OF  CRIME 

Senator  Rollings.  Senator  Stevens. 

Senator  Stevens.  Mr.  Chairman,  I  am  sorry  I  did  not  make  it 
here  at  the  time  that  the  Supreme  Court  justices  were  here,  be¬ 
cause  I  did  want  to  address  the  problem  with  them  I  understand 
that  they  raised  about  turning  the  Federal  courts  into  police  courts. 
I  might  say,  Mr.  Mecham,  the  two  judges  in  my  district,  including 
my  chief  judge,  who  I  have  known  for  many,  many  years  as  a  dis¬ 
trict  judge,  have  been  raising  this  issue  with  me.  I  assume  that 
other  chief  judges  in  districts  throughout  the  country  are  doing  the 
same  thing. 

I  guess,  Judge,  we  all  come  out  from  our  own  backgrounds.  Mine 
is  the  background  of  a  Federal  prosecutor,  and  the  one  great  prob¬ 
lem  about  the  situation  is  that  those  of  us  who  have  been  Federal 
prosecutors  recognize  the  difference  between  the  assets  that  are 
available  to  a  Federal  prosecutor  and  those  available  to  a  State 
prosecutor  or  a  local  prosecutor. 

I  don’t  think  we  are  trying  to  turn  the  Federal  courts  into  a  po¬ 
lice  court,  but  I  do  think  what  we  are  trying  do  is  to  find  some  way 
to  turn  the  tremendous  apparatus,  particularly  the  Federal  inves¬ 
tigative  apparatus,  loose  on  those  who  we  think  are  really  commit¬ 
ting  crimes  but  so  far  we  have  not  been  able  to  get  them  into  the 
interstate  net  of  the  existing  criminal  laws. 
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I  know  the  court  system  is  very  disturbed  about  what  some  of 
us  ai’e  trying  to  do,  but  I  also  think  what — and  this  is  why  I  am 
sorry  I  didn’t  get  here  to  meet  with  the  justices — I  think  you  all 
have  the  duty  to  tell  us  what  we  can  eliminate  from  your  jurisdic¬ 
tion  as  we  are  trying  to  increase  your  jurisdiction  in  terms  of  the 
attempt  to  deal  with  this  very  intensive  crime  rise  and  with  the 
great  problems  of  terrorism  in  our  country. 

You  still  have  Federal  jurisdiction  over  things  which  we  could 
very  easily  shift  back  to  the  State  courts,  and  out  of  your  jurisdic¬ 
tion,  which  would  balance  some  of  this  workload  that  we  are  trying 
to  shift  to  you  because  we  know  the  assets  that  are  available  to  the 
Federal  prosecutors;  they  are  not  available  to  the  State  prosecu¬ 
tors. 

Only  this  morning  the  FBI  announced  that  they  had  meetings 
down  in  the  southwest  part  of  the  United  States  dealing  with  the 
great  problem  of  the  real  crime  syndicates  coming  into  our  country 
from  China  and  from  many  places  in  Asia. 

That  type  of  crime  is  of  the  sort  that  most  local  prosecutors 
wouldn’t  know  what  hit  them,  and  the  only  ones  that  really  know 
will  only  be  able  to  respond  if  crimes  of  that  type  are  in  the  Federal 
jurisdiction  to  start  with. 

But  I  do  hope  that  you  will  understand  something:  I  don’t  think 
we  want  to  load  the  courts  to  the  point  where  you  can’t  survive, 
but  I  do  think  we  ought  to  find  some  recognition  from  the  court 
system  itself,  that  the  whole  system  of  justice  is  evolving.  The 
threats  we  are  really  facing  now  to  the  whole  system  are  much  dif¬ 
ferent  than  they  were  in  my  days  as  Federal  prosecutor  and  in  all 
our  days,  all  of  us,  when  we  were  young  lawyers. 

I  think  we  need  some  help  from  you,  because  I  do  think  the  polit¬ 
ical  spectrum  wants  to  increase  the  emphasis  on  these  crimes  that 
we  think  are  really  becoming  most  destabilizing  to  the  Nation  as 
a  whole. 

Couldn’t  we  get  that  from  you,  too? 

DIVERSITY  JURISDICTION 

Judge  Arnold.  Yes,  sir;  in  fact,  we  have  suggested  to  the  Con¬ 
gress  that  the  diversity  of  citizenship  jurisdiction  in  the  Federal 
courts  be  either  eliminated  or  curtailed.  For  example,  if  the  amount 
in  controversy  necessary  to  get  you  into  a  Federal  court,  which  is 
now  $50,000,  were  increased,  that  would  be  helpful  to  us.  If  a  per¬ 
son  who  lives  in  a  particular  State  is  not  allowed  to  pick  a  Federal 
forum  when  he  brings  a  lawsuit,  and  I  am  talking  about  bringing 
a  lawsuit  against  somebody  who  is  a  citizen  of  another  State,  what 
we  call  in-State  plaintiffs,  there  is  no  reason  for  those  people  to 
have  a  choice  of  the  Federal  forum.  They  are  not  subject  to  what¬ 
ever  this  alleged  prejudice  of  State  courts  might  be  against  out¬ 
siders. 

We  don’t  see  why  the  diversity  jurisdiction  should  include  law¬ 
suits  brought  by  in-State  plaintiffs.  Those  would  be  changes  in  our 
jurisdiction  that  we  think  would  be  helpful,  and  the  Judicial  Con¬ 
ference  has  taken  that  position. 
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DEATH  PENALTY 

Senator  Stevens.  I  thank  you  for  that.  I  have  been  waiting  for 
this  crime  bill  to  pass  because  we,  too,  would  have  in  that  some  of 
the  changes  required  by  Supreme  Court  decisions  to  make  it  pos¬ 
sible  for  us  to  enforce  the  existing  death  penalties. 

Judge  Arnold.  Yes. 

Senator  Stevens.  We  have  some  death  penalties  we  want  to  im¬ 
pose.  I  understand  the  judiciary  has  some  questions  about  that.  1 
believe  the  recent  spy  case  shows  the  real,  real  need  for  the 
reinstitution  of  the  death  penalty  in  connection  with  those  spy 
cases,  which,  to  me,  are  treason.  I  understand  we  are  not  treating 
them  as  treason  anymore,  but  I  do  think  we  have  got  a  great  many 
things  that  we  ought  to  be  changing,  but  we  ought  to  be  working 
together. 

I  sense  that,  because  of  the  difference  in  our  basic  powers  in  the 
Constitution,  that  this  separation  of  powers  is  putting  a  moat  be¬ 
tween  us  and  we  are  throwing  stones  across.  I  have  never  viewed 
it  that  way.  I  thought  we  were  both  in  the  same  harness  and  that 
the  troika  ought  to  be  going  forward  and  not  fighting  with  each 
other  all  the  time.  But  it  does  seem  to  me  that  we  are  getting  from 
our  good  friends  criticism  of  what  we  are  trying  to  do. 

I  have  supported  the  concept  of  trying  to  make  certain  that  use 
of  a  gun  in  a  felony  in  which  there  was  a  death  ought  to  be  a  Fed¬ 
eral  case.  I  take  it  that  the  judiciary  doesn’t  agree  with  that. 

Judge  Arnold.  We  have  reservations  about  it.  Let  me  explain, 
for  example,  with  respect  to  the  death  penalty.  Again,  because  my 
portfolio  is  the  money,  I  may  be  fixated  on  that. 

Senator  Stevens.  That  is  supposed  to  be  our  portfolio  too,  here. 
That  is  why  I  am  talking  about  reducing  some  of  your  load  at  the 
same  time  we  are  increasing  it. 

cost  of  death  PENALIT  CASES 

Judge  Arnold,  Death  penalty  litigation  is  very  expensive.  It  is 
probably  the  single  most  expensive  kind  of  case  because  the  Gov¬ 
ernment  has  to  fund  both  sides  of  it.  Typically,  the  people  who  are 
charged  with  a  capital  crime  don’t  have  the  money  to  pay  their  own 
lawyer.  Unlike  normal  criminal  cases  in  the  Federal  courts,  there 
is  no  limit  on  the  hourly  rate  that  can  be  conferred  on  death  pen¬ 
alty-appointed  counsel,  and  there  is  no  limit  on  the  amount  per 
case. 

Senator  Stevens.  There  is  no  what? 

Judge  Arnold.  There  is  no  limit,  there  is  no  statutory  amount 
on  the  hourly  rate. 

Senator  Stevens.  Of  a  court-appointed  counsel  to  defend  some¬ 
one  accused  of  a  death  penalty? 

Judge  Arnold.  Yes,  sir. 

Senator  Stevens.  I  have  got  a  firm  memory  that  just  dropped 
back  in  my  mind.  I  defended  my  court-appointed  three  young  men 
who  committed  a  rape  on  a  Federal  reservation  in  the  sixties  when 
the  penalty  was  death.  We  didn’t  get  any  compensation. 

Judge  Arnold.  The  last  one  I  handled  I  got  $250. 

Senator  Stevens.  You  say  we  have  not  allowed  you  to  put  any 
limit  on  that  in  terms  of  court  appointments  now? 


161 


\ 

Judge  Arnold.  By  statute,  the  normal  hourly  limits  and  the  nor¬ 
mal  per  case  limits  on  payments  to  impanel  attorneys  do  not  apply 
to  death  penalty  cases. 

Senator  Stevens.  I  think  we  should  change  that.  I  will  look  into 
that. 

Judge  Arnold.  That  has  been  the  law  for  6  years. 

Senator  Stevens.  Thank  you  for  mentioning  it. 

Senator  Rollings.  The  bottom  line,  if  the  distinguished  Senator 
would  yield,  because  you  weren't  here,  and  I  won't  elaborate  much 
other  than  the  fact  that - 

Senator  Stevens.  Am  I  duplicating?  I  am  sorry  if  I  am. 

FEDERAL  JURISDICTION 

Senator  Rollings.  No;  what  we  are  asking  the  good  judge  friend 
here  to  do  is  please  save  us  from  our  own  political  dilemma.  The 
need  is  to  have  men  and  women  rather  than  these  pollster  puppets 
here  in  the  national  Conmress.  I  can  guarantee  you,  I  can  put  in 
any  crime  and  go  up  on  the  floor  and  get  an  “aye^*  vote  for  it.  Why 
is  that? 

Did  you  see  when  the  poor  gentleman  left,  his  staff  jumped  up 
quick  and  took  his  nameplate?  Now,  if  he  hadn't  taken  his  sig;n, 
somebody  could  take  a  film  of  the  sign  there  and  the  man  not  sit¬ 
ting  behind  it  and  say,  “See,  the  Senator  is  not  attending  to  his 
work.”  It  has  gotten  silly  around  this  town.  Right  to  the  matter  of 
crime.  A  fellow  who  has  got  a  weak  record  on  it  or  something,  the 
staff  says,  ‘Tou  know,  you  are  not  looked  upon  strong  on  crime. 
Let's  find  out  which  one  we  can  make  into  a  Federal  statute:  If  you 
ride  by  with  a  gun;  or  if  a  death  occurs;  or  a  theft  occurs;  or  if  you 
have  got  a  kniie  or  if  you  have  got  this  or  that,”  I  can  take  any 
crime,  any  crime  and  go  up  on  the  floor  of  the  U.S.  Senate  and  get 
a  majority  vote. 

The  distinguished  Senator  says,  “Relp  save  us  so  we  can  save  the 
co^^rts,”  and  I  voted  against  them  and  have  gotten  criticized.  I  don't 
kn  :w  if  you  are  aware  of  it.  I  just  gave  the  example  about  murder. 
It  13  a  common  law  crime;  it  should  remain  a  State  prosecution. 

But  if  you  went  up  on  the  floor  and  said,  “Let’s  make  all  murders 
a  Federal  crime,”  and  I  voted  against  it,  I  can  see  the  little  squib 
in  my  next  campaign.  “Rollings  votes  for  murder.  I  mean,  he's  soft 
on  crime.” 

It  is  just  stupidity.  So  if  you  can  save  us  from  our  pollster 
puppeteering,  it  would  be  very  helpful.  That  is  what  you  are  really 
asidng  the  court  to  do. 

Senator  Stevens.  I  am  asking  them  to  do  a  little  bit  more  than 
that,  I  think,  Mr.  Chairman.  I  am  asking  them  to  look  over  the 
whole.  I,  for  instance,  have  suggested  reducing  the  civil  jurisdiction 
load. 

Senator  ROLLINGS.  Any  suggestion.  I  respect  the  sincerity  of  your 
question,  but  I  have  seen  this  and  been  up  on  the  floor  and 
watched  it  over  the  years.  It  is  getting  worse  and  worse. 

Judge  Arnold.  I  might  say  to  Senator  Stevens  just  briefly  that 
we  are  working  on  this.  We  do  want  to  work  with  the  other 
branches  of  Grovemment,  and  the  Attorney  General.  We  meet  re^- 
larly  with  the  Attorney  General  and  she  has  been  very  responsive 
to  us.  On  Monday  we  are  having  a  meeting  here  in  Washington 
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with  Members  of  Congress,  the  Attorney  General,  other  people 
from  the  Justice  Department,  and  members  of  the  judicial  branch 
to  talk  about  these  very  issues  that  you  are  raising. 

If  there  is  any  way  that  we  can  be  helpful  to  the  Congress,  give 
you  information,  whatever  you  need,  we  want  to  do  it. 

Senator  HOLLINGS.  Very  good.  Excuse  me. 

PROSECUTORIAL  DISCRETION 

Senator  Stevens.  No;  I  am  almost  finished.  I  was  looking  at  the 
jurisdiction  of  this  committee  in  terms  of  workload,  and  it  does 
seem  to  me,  Judge,  you  mentioned  the  fact  that  when  we  have  the 
minimum  sentences  that  it  is  a  difficult  thing  for  the  judiciary.  As 
a  prosecutor,  I  have  got  to  tell  you:  If  you  can  charge  a  person  with 
a  crime  that  is  a  very  serious  offense  and  has  a  ve^  high  mini¬ 
mum  sentence,  it  is  possible  to  lead  to  plea  bargaining  and  have 
the  prosecutor  be  able  to  charge  that  person  with  a  lesser  crime 
later  and  particularly  get  great  cooperation  in  the  drug  area. 

I  think  it  has  been  one  of  the  tools  that  the  prosecutors  have 
used  in  order  to  try  to  get  to  the  drug  supply. 

DRUG  CASES  IN  FEDERAL  COURTS 

The  drug  problem,  I  think,  is  the  worst  problem  in  the  country, 
and  I  wonder:  What  is  your  feeling  about  the  help  that  you  are  get¬ 
ting  in  terms  of  dealing  with  the  load  that  comes  to  you  from  the 
drug  cases?  Have  we  overloaded  you  too  much  with  drug  cases 
now,  too? 

Judge  Walker.  There  are  a  substantial  number  of  drug  cases.  As 
you  have  pointed  out,  there  is  an  international  aspect  and  an  inter¬ 
state  aspect  to  drug  trafficking  that  is  wholly  appropriate  for  the 
Federal  Government  to  address.  Indeed,  the  Federal  Government 
has  addressed  it  as  a  matter  of  policy  for  many,  many  years,  par¬ 
ticularly  when  you  are  dealing  with  the  large  rings  and  the  inter¬ 
state  and  the  international  rings. 

Senator  Stevens.  I  am  glad  to  hear  vou  say  that.  Mr,  Chairman, 
I  won’t  prolong  it.  I  would  just  hope  that  in  your  discussions  with 
the  judicial  people  I  would  hope  you  explore  with  them  the  things 
that  we  mignt  ao  to  lessen  your  workload.  I  agree  with  the  chair¬ 
man:  I  think  it  is  beyond  control  right  now.  The  crime  bill  is  going 
to  mve  you  more  jurisdiction. 

Our  job  ought  to  be  to  see  to  it  that  w^e  balance  that  off  so  that 
you  are  not  underfunded.  I  don’t  see  much  more  money  coming  out 
of  the  system  right  now. 

Senator  Rollings.  The  politics  of  the  approach  ought  to  be  un¬ 
derstood  by  the  judiciary,  namely,  that  was  an  $11  billion  bill  one 
morning,  and  our  good  friend  up  in  New  Jersey  lost  and  somebody 
said,  ‘Well,  wait  a  minute.  He  wasn’t  strong  enough  on  crime,”  and 
by  9  o’clock  in  the  morning,  being  an  $11  billion  bill,  Mr.  Mecham, 
by  11  o’clock  that  night,  it  was  $22  billion. 

Senator  Stevens.  Doubled  it. 

Senator  ROLLINGS.  Yes.  Yes;  it  is  hit-and-run  driving  up  here, 
identifying,  and,  of  course,  the  bottom  line  is  we  have  got  $242  bil¬ 
lion  this  year  that  we  don’t  have  that  we  are  going  to  spend.  The 
States  don’t  have  that  luxury.  As  we  offload  to  get  up  solid  waste, 
do  this,  do  that,  answer  this,  answer  that,  that  is  why  you  have 
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got  the  Governors  marching  into  town  saying,  ‘Tor  God’s  sake, 
don’t  give  us  any  more  unfund<»d  mandates,”  because  we  are  off¬ 
loading  all  those  mandates  so  they  have  to  take  away  from  law  en¬ 
forcement  and  from  the  prisons. 

Yes,  sir? 


PROBATION  AND  PRETRIAL  SERVICES 

Judge  Walker.  Senator,  there  is  one  area  in  which  we  are  ask¬ 
ing  for  an  increase,  the  number  of  probation  officers. 

Senator  Rollings.  Go  ahead. 

Judge  Walker.  The  reason  is  to  try  to  bring  the  probation  offi¬ 
cers  up  to  86  percent  of  their  workload  formula  from  around  79  or 
80  percent  now.  One  of  the  important  points  to  make  is  that  it  will 
enable  a  greater  degree  of  postrelease  supervision  of  defendants 
who  are  released.  It  is  a  crime  prevention  measure  to  follow  up  on 
the  supervision  of  those  you  have  identified,  and  who  are  likely  to 
commit  crimes.  They  have  been  in  jail;  they  are  the  ones  in  need 
of  supervision  as  they  are  released. 

Senator  Rollings.  Mark  it  down.  We  will  see  what  we  can  do 
to  put  it  in  there. 

Judge  Walker.  That  is  an  important  part  of  our  request. 

Senator  Rollings.  Very  good.  Judge  Arnold,  Judge  Walker,  Mr. 
Mecham.  We  really  appreciate  your  appearance  here  this  morning. 
It  has  been  very  helpful. 

additional  committee  questions 

I  have  a  series  of  questions  to  submit  for  myself,  Senator  Rat- 
field,  and  some  of  the  other  members  who  had  conflicts  and  could 
not  attend,  but  we  appreciate  it. 

[The  following  questions  were  not  asked  at  the  hearing,  but  were 
submitted  to  the  courts  for  response  subsequent  to  the  hearing:] 

Questions  Submitted  by  Senator  Ernest  F.  Holdings 

DECREASE  IN  BANKRUPTCY  FILINGS 

Question.  After  several  years  of  increase,  bankruptcy  filings  have  begun  to  de¬ 
cline.  In  1993,  bankruptcy  filings  dropped  7  percent  to  a  level  of  910,000,  and  they 
are  estimated  to  drop  another  8  percent  in  1994  to  a  level  of  840,000. 

While  the  fiscal  year  1994  Juoiciary  Appropriations  Act  provided  the  funding  nec¬ 
essary  to  hire  all  35  newly  authomed  bankruptcy  judgeships  requested  in  last 
veaFs  budget,  recognizing  llus  downward  shift  in  bankruptcy  filings,  we  included 
language  suggesting  that  the  Judicial  Conference  reexamine  the  caseloads  in  each 
district  to  determine  if  the  new  judgeship  should  be  filled  at  this  time. 

As  a  result  of  this  reexamination  of  caseload  and  corresponding  need,  has  any  dis¬ 
trict  decided  not  to  fill  the  new  bankruptcy  judgeship?  If  so,  how  many? 

Answer,  In  light  of  declining  caseloads,  the  Fifth  Circuit  Judicial  Council  has  re¬ 
cently  decided  to  keep  vacant  the  newly  authorized  judgeshij)  positions  in  the  North¬ 
ern  and  Western  Districts  of  Texas.  Subseauent  to  the  hearing  we  learned  that  one 
other  circuit  judicial  council  has  also  deciaed  to  keep  a  newly  authorized  position 
vacant  at  this  time. 

Moreover,  recomzing  that  bankruptcy  judge  vacancies  occur  and  that  bankruptcy 
caseloads  are  declining  in  certain  districts,  the  Executive  Committee  of  the  Judicial 
Conference  has  requested  that  the  courts  of  appeals  examine  carefully  these  new 
vacancies  as  they  occur  and  determine  that  eacn  judgeship  is  essential  before  a  re¬ 
placement  is  sought.  The  Administrative  Office  is  providing  assistance  to  circuit  ju¬ 
dicial  councils  in  determining  whether  a  currently,  or  soon  to  be  vacant,  judgeship 
should  be  filled. 

Lastly,  the  Judicial  Conference  Committee  on  the  Administration  of  the  Bank¬ 
ruptcy  System  is  in  the  process  of  conducting  a  Congressionally-mandated  review 
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of  the  continuing  need  for  each  authorized  bankruptcy  iudgeship  nationwide  as  re¬ 
quired  by  the  law  authorizing  the  36  new  bankruptcy  jud^ships. 

Question.  I  note  where  you  have  included  $1.9  million  in  your  base  to  support  an 
average  of  10  months  of  the  cost  of  36  new  bankruptcy  judges.  Shouldn’t  this  in¬ 
crease  in  your  base  be  reduced  to  reflect  the  districts  that  have  decided  not  to  fill 
the  newly  created  bankruptcy  judgeships?  What  about  those  districts  that  have  not 
yet  brought  their  new  bankruptcy  judge  on-board?  Can  we  reduce  the  base  request 
by  the  number  of  judges  not  on-board  for  10  months  of  the  fiscal  year?  Any  idea 
what  the  savings  would  be? 

Answer.  The  base  adjustments  in  the  fiscal  year  1995  budget  include  $1.9  million 
to  annualize  the  cost  of  the  bankruptcy  judges  salaries  and  benefits  and  operating 
costs,  and  $1.1  million  to  annualize  the  salaries  and  benefits  of  tiie  judges  support¬ 
ing  staff,  for  a  total  increase  of  $3.0  million.  This  increase  was  based  on  the  cost 
of  35  judgeships  annualized  for  an  average  of  2  months  (funding  for  an  average  of 
10  months  was  provided  in  fiscal  year  1994).  Two  of  the  35  ju^eships  will  not  be 
filled  in  fiscal  year  1994  as  a  result  of  a  downturn  in  filings.  The  filings  in  these 
districts  will  be  monitored  to  determine  whether  there  will  be  a  need  to  fill  these 
judgeships  in  fiscal  year  1995.  The  delay  in  filling  the  judgeships  in  fiscal  year  1994 
results  in  a  potential  savings  of  $1.1  million,  and,  if  the  judgeships  are  not  filled 
in  fiscal  year  1995,  a  savings  in  annualization  costs  of  $0.4  million.  However,  if  the 
judgeships  are  filled  in  fiscal  year  1995  the  funding  for  the  judgeships  will  still  be 
required. 

Question.  I  note  where  you  have  requested  an  increase  of  $1.4  million  to  support 
the  cost  of  recalling  6  bankruptcy  judges  and  the  20  additional  support  staff  to  as¬ 
sist  them. 

With  bankruptcy  filings  on  the  decline,  why  have  you  requested  this  increase  in 
the  number  of  recmled  bankruptcy  judges  and  accompanying  support  staff? 

Answer.  Bankruptcy  filings  nave  increased  by  158.9  percent  in  the  last  nine  years, 
while  the  number  of  authorized  bankruptcy  judgeships  has  increased  by  only  40.5 
percent 

With  weighted  caseloads  having  soared  (even  when  factoring  in  the  decline  experi¬ 
enced  in  fiscal  year  1993)  in  a  number  of  districts,  the  addition  of  a  recalled  bank¬ 
ruptcy  judge  allows  the  district  to  better  manage  its  existing  work  load  and  the  indi- 
viaual  judge  to  perform  judicial  functions  in  a  timely,  efficient  manner. 

Because  there  is  a  lag  time  between  the  time  additional  judgeship  needs  are  iden¬ 
tified  and  Congressionm  authorization  of  additional  judgeships,  recalled  bankruptcy 
judge  positions  provide  an  essential,  cost-effective,  timely  way  to  provide  judicial  re¬ 
sources  and  help  courts  administer  their  increasing  caseloads  during  these  interim 
periods,  at  veiy  low  cost  to  the  Judiciary. 

For  those  districts  not  able  to  justify  new  judgeships,  it  provides  an  inexpensive 
method  of  handling  a  ^wing  caseload  as  opposed  to  using  visiting  judges  who  often 
require  the  payment  of  per  diem  and  travel  reimbursements. 

It  is  anticipated  that  six  additional  recalled  judges  and  the  accompanying  support 
staff  will  be  required  to  assist  the  regular  judges  handling  the  court  docket  in  fiscal 
year  1995. 

FILLING  OF  NEW  MAGISTRATE  POSITIONS 

Question.  I  note  where  you  have  requested  an  increase  of  $6.7  million  to  support 
12  new  magistrate  judge  positions,  the  conversion  of  2  part-time  magistrate  judge 
positions  to  full-time,  and  55  supporting  personnel.  Since  caseloads  for  matters  tra¬ 
ditionally  handled  by  mamstrate  Judges  (misdemeanor  offenses,  various  preliminary 
criminal  proceedings,  and  civil  consent  cases)  declined  or  remained  constant  from 
1992  to  1993,  why  do  you  need  additional  magistrate  judges?  Will  the  addition  of 
these  magistrate  judges  save  money  in  the  long  run  or  just  ease  the  workload  on 
district  jud^s? 

Answer.  The  Civil  Justice  Reform  Act  (CJRA)  has  increased  pressure  on  the 
courts  to  address  their  civil  caseloads,  emphasizing  improved  case  management 
practices.  The  magistrate  judges  system  has  become  an  indispensable  tool  for  meet¬ 
ing  the  demands  on  the  district  courts,  including  those  resulting  from  CJRA.  The 
availability  of  magistrate  judges  helps  the  ourts  to  provide  effective  access  to  jus¬ 
tice,  including  the  opportunity  to  resolve  disputes  without  undue  hardship,  cost,  in¬ 
convenience  or  delay.  Overall,  the  increased  magistrate  judge  resources  are  re¬ 
quested  to  assist  courts  in  implementing  the  C  WlA. 

As  a  result  of  caseload  demands  and  natura:  imitations  on  the  growth  of  the  Arti¬ 
cle  III  judiciaiy,  district  courts  will  continue  to  look  to  mamstrate  judge  positions 
to  keep  the  federal  court  system  afloat.  The  workload  of  the  mstrict  courts  continues 
to  increase  as  a  result  of  case  complexity  and  the  number  of  criminal  defendants. 
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In  districts  with  heavy  criminal  caseloads,  the  district  judges  may  have  little  or  no 
time  to  hear  civil  cases.  As  a  result,  the  courts  are  increasingly  relying  on  mag¬ 
istrate  judge  £^sistance  to  keep  the  civil  dockets  moving. 

Ma^strate  judges  help  to  ensure  meanir^ul  access  to  the  federal  courts  by:  (1) 
assisting  distnct  judges  in  handling  increasing  caseload  demands;  (2)  provi^ng  sup¬ 
plementary  judicial  resources  to  meet  the  ebb  and  flow  of  demands  made  on  ^e  Ju¬ 
diciary;  (3)  providing  a  hi^h  standard  of  justice  at  the  point  whore  many  individuals 
first  come  into  contact  with  the  courts;  and  (4)  increasing  the  overall  efficiency  of 
the  federal  jucficiaiy  by  relieving  district  judges  of  some  of  their  burdens. 

Mamstrate  judges  perform  v^Quable  judicial  functions  for  the  district  court  which 
would  otherwise  have  to  be  performed  by  Article  III  district  judges.  But  that  is  not 
to  say  magistrate  judges  replace  the  need  for  district  judg:es.  Magistrate  judges  and 
district  judges  are  complementary— not  fungible-judicial  resources.  Magistrate 
judges  are  adjuncts  of  the  district  courts,  supplementing  but  not  supplanting  district 
court  judges.  Additional  magistrate  judge  positions  have  enabled  the  courts  to  deal 
more  effectively  and  efficiently  with  the  increased  caseload  demands  brought  on  by 
the  Civil  Justice  Reform  Act,  the  Sentencing  Guidelines,  and  the  more  complex  and 
time-consuming  cases. 

Question,  The  appointment  of  Article  III  judges  requires  confirmation  by  the  Sen¬ 
ate.  What  are  the  requirements  and  the  process  of  selection  for  magistrate  judges? 
On  average,  how  long  does  it  take  to  bring  a  new  majristrate  judge  on  board?  Does 
your  request  fund  these  new  positions  for  tne  full  yearr 

Answer.  Magistrate  judges  are  appointed  by  majority  vote  of  the  judges  of  the  dis¬ 
trict  court  upon  the  recommendation  of  a  citizen  merit  selection  panel.  Full-time 
magistrate  judges  serve  for  a  term  of  eight  years,  while  part-time  magistrate  judges 
are  appointed  lor  a  term  of  four  years. 

Pursuant  to  statute  and  reg^ations  of  the  Judicial  Conference,  there  are  two 
basic  requirements  for  the  appointment  and  reappointment  of  magistrate  judges:  (1) 
public  notice  of  all  vacancies  to  be  filled  and  of  all  pending  reappointments;  and  (2) 
the  convening  of  civilian  merit  selection  panels  to  assist  the  district  courts  in  identi¬ 
fying  candidates  and  appraising  performance. 

In  the  case  of  an  original  appointment  to  a  full-time  magistrate  judge  position, 
the  citizen  panel  screens  applicants  and  submits  a  list  of  five  qualified  candidates 
to  the  district  court.  The  court  may  either  choose  its  magistrate  judges  from  the  list 
submitted  or  it  may  request  the  panel  to  submit  a  second  list  of  five  names.  After 
the  court  has  made  its  selection,  the  nominee  must  undergo  an  FBI  full-field  inves¬ 
tigation  and  an  IRS  tax  check.  A  nominee  for  a  part-time  magistrate  judge  position 
must  undergo  FBI  and  IRS  file  checks. 

In  the  case  of  a  reappointment  of  a  sitting  magistrate  judge,  the  role  of  the  merit 
selection  panel  is  to  review  the  performance  of  the  incumbent  and  to  recommend 
to  the  district  court  whether  or  not  the  individual  should  be  reappointed  to  a  new 
term  of  office. 

The  time  between  establishing  the  need  for  a  magistrate  judge  position,  having 
the  position  approved,  and  filling  the  position  varies  from  one  to  two  years,  depend¬ 
ing  upon  when  a  court  initiates  its  request  for  a  new  magistrate  judge  position.  It 
takes  approximately  six  months  for  a  court  to  complete  the  actual  selection  and  ap¬ 
pointment  process.  It  begins  with  the  public  notice  of  the  position  vacancy.  As  noted 
above,  the  merit  selection  panel  then  examines  the  applications  of  potential  nomi¬ 
nees  and  may,  in  its  discretion,  interview  candidates.  Within  ninety  days  of  its  cre¬ 
ation,  the  panel  must  report  to  the  court.  An  additional  three  months  are  needed 
to  complete  the  nominee’s  FBI  full-field  investigation  and  IRS  file  check. 

New  positions  are  funded  for  three-quarters  of  the  year  in  the  1995  budget  re¬ 
quest.  This  estimate  allows  for  variations  in  the  len^h  of  time  it  takes  districts  to 
fill  the  position  as  well  as  the  time  at  which  they  begin  the  selection  process.  Courts 
are  permitted  to  begin  the  selection  process  prior  to  the  beginning  of  the  fiscal  year 
in  which  funding  for  the  positions  is  anticipated,  with  the  full  knowledge  that  ap¬ 
pointment  is  subject  to  the  availabUity  of  funds.  Courts  that  start  the  process  early 
enough  may  be  ready  to  appoint  a  magistrate  judge  by  the  beginning  of  the  fiscal 
year,  or  shortly  thereafter.  Other  courts  experience  delays  and  may  not  be  ready  to 
appoint  a  magistrate  judge  until  later  in  the  fiscal  year. 

DEFENDER  SERVICES 

Question.  As  I  said  in  my  opening  remarks,  the  Judiciary’s  budget  submission  is 
significantly  scaled  back  in  comparison  to  years  past.  In  purticular,  is  the  change 
requested  for  Defender  Services. 

Last  year,  you  requested  a  $172  million  or  80  percent  increase  in  funding  for  the 
Defender  Services  account — which  of  course  included  a  supplemental  of  $70  million. 
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We  were  able  to  work  with  you  and  scale  back  the  supplemental  by  some  $20  mil¬ 
lion  and,  in  the  end,  we  scaled  back  your  fiscal  year  1994  request  by  another  $80 
million. 

Yet  still,  I  see  where  you  expect  to  canyover  $14.7  million  from  fiscal  year  1994 
into  fiscal  year  1995  in  the  Defender  Services  account.  Does  this  carryover  account 
for  the  relatively  small  requested  increase  of  $10  million  or  4  percent  for  this  ac¬ 
count  this  year?  Or,  do  your  current  projections  reflect  a  leveling  off  in  the  growth 
of  the  Defender  Services  Program? 

Answer.  The  Judiciary  originally  requested  $387  million  for  Defender  Services  for 
fiscal  year  1994.  This  would  have  represented  a  36  percent  increase  over  the  pro¬ 
jected  fiscal  year  1993  expenditures  of  $285  million.  However,  due  to  a  leveling  off 
in  the  increase  in  the  number  of  Criminal  Justice  Act  (CJA)  representations  and  the 
workload  associated  with  such  cases,  both  the  fiscal  year  1993  expenditures  and  the 
fiscal  year  1994  pnnected  expenditures  are  less  than  originally  forecast. 

The  fiscal  year  1994  appropriation  totals  $280  million,  and  the  projected  expendi¬ 
tures  total  $286,275,000.  $6,275,000  of  the  projected  expenditures  will  be  funded  out 
of  the  carryover  of  unobligated  fiscal  year  1993  funds  that  totaled  $21  million.  In 
fiscal  year  1995,  these  funds  will  have  to  be  restored  to  the  base  appropriation.  The 
cost  of  restoring  the  base  will  be  offset  by  $14,725,000  in  obligated  funds  that  will 
be  carried  forward  into  fiscal  year  1995,  leaving  a  balance  of  $8,450,000  to  be  ap¬ 
plied  to  fiscal  year  1995  increases. 

Expenditures  under  the  Defender  Services  appropriation  are  expected  to  increase 
from  $286  million  in  fiscal  year  1994  to  $305  million  in  fiscal  year  1995,  or  7  per¬ 
cent.  Due  to  the  carryover  of  fiscal  year  1994  funds,  however,  the  Defender  Services 
appropriation  request  reflects  only  a  small  increase  from  $280  million  to  $290  mil¬ 
lion,  or  4  percent.  Therefore,  the  relatively  small  requested  increase  of  $10  million 
is  a  function  of  both  the  fiscal  year  1994  carryover  and  the  leveling  off  in  the  growth 
of  the  Defender  Services  Program. 

It  is  important  to  note,  however,  that  the  Defender  Services  appropriation  sup¬ 
ports  the  provision  of  constitutionally  required  criminal  defense  services  to  persons 
charged  with  crimes  in  federal  court.  Demand  for  services  is  solely  a  function  of  ac¬ 
tions  initiated  by  users  of  the  court  system  and  the  need  to  guarantee  individuals’ 
Constitutional  rights.  Policies  and  actions  of  the  United  States  attorneys  determine 
the  number,  type  and  nature  of  criminal  prosecutions  The  Judiciary  is  obligated  to 
furnish  representation  to  financially  eligible  persons  in  those  cases.  Increased  re¬ 
quirements  for  the  Defender  Services  appropriation  are  thus  reactive  and,  therefore, 
laroely  uncontrollable  by  the  Judiciary. 

Current  legislation  pending  before  Congress,  including  the  pending  crime  legisla¬ 
tion,  could  have  a  significant  impact  on  the  resources  required  for  the  Defender 
Services  Pro^am.  In  addition,  federalization  of  crimes  previously  tried  in  state 
courts  by  either  Department  of  Justice  prosecutorial  policies  and  initiatives  or  con- 
CTessional  legislation  has  a  profound  impact  on  the  number,  complexity  and  cost  of 
CJA  cases. 

Question,  The  justification  indicates  that  9  reimbursable  positions  have  been  cre¬ 
ated  to  proride  audit  and  oversight  functions  for  the  Defender  Services  Program. 
What  specific  functions  will  these  persons  perform  and  to  whom  will  they  report? 

Answer.  Recent  dramatic  increases  in  the  cost  of  providing  Constitutionally  man¬ 
dated  representation  in  federal  criminal  cases  have  focused  attention  on  the  need 
to  ensure  meaningful  scrutiny  of  expenditures  associated  with  these  services  by  both 
private  attorneys  and  defender  organizations.  Recognizing  this  critical  need,  the  Ju¬ 
diciary  sought  and  received  congressional  authorization  to  use  Defender  Services  ap¬ 
propriation  funds  to  create  nine  ‘’reimbursable”  positions  to  be  located  in  the  Admin¬ 
istrative  Office  of  the  United  States  Courts  (Administrative  Office).  These  positions 
are  to  be  devoted  primarily  to  analysis  and  review  of  activities  of  panel  attorneys 
and  federal  defender  organizations  (including  death  penalty  resource  centers)  in 
order  to  ensure  the  cost  effectiveness  and  proper  operation  of  these  components  of 
the  federal  defender  prom-am.  These  nine  positions  will  be  located  in  the  Defender 
Services  Division  of  the  Administrative  Office  and  will  report  to  the  Chief  of  the  Di¬ 
vision. 

Question,  The  justification  (p.6.14)  also  indicates  a  number  of  additional  steps 
have  been  taken  to  control  costs  and  to  analyze  workload  and  costs.  Could  you  pro¬ 
vide  more  specific  information  on  the  exact  steps  undertaken  in  each  of  these  areas? 

Answer.  Consistent  with  Concessional  and  Executive  Branch  commitments  to  re¬ 
duce  federal  spending  overall,  the  Judiciary  has  implemented  a  number  of  cost  con¬ 
tainment  initiatives  to  improve  controls  over  Criminal  Justice  Act  (CJA)  expendi¬ 
tures,  including  the  following: 

—Controlling  Defender  Organization  Costs — Reviews  and  Audits. — In  order  to 
help  ensure  that  CMA  expenditures  are  limited  only  to  those  necessary  to  ensure 
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meaningful  representation,  the  Judiciapr  is  taking  a  number  of  steps  to  improve 
the  review  and  audit  of  CJA  expenditures  by  defender  organizations.  These 
measures  also  can  help  address  concessional  concerns  r^ai&ng  the  quality  of 
data  available  to  support  CJA  workload  analyses  and  projections.  These  meas¬ 
ures  include,  but  are  not  limited  to: 

(1)  Establishment  of  a  reimbursable  program  within  the  Administrative  Office 
of  the  U.S.  Courts  to  provide  critically  needed  administrative  and  manage¬ 
ment  support  for  the  Defender  Services  Program. 

(2)  Implementation  of  financial  audits  for  federal  public  defender  organizations 
and  Administrative  Office  review  of  the  audits  currently  performed  by  inde¬ 
pendent  certified  public  accountants  for  community  defender  organizations. 

(3)  Imposition  of  new  financial  and  statistical  reporting  requirements  upon  fed¬ 
eral  defender  organizations,  including  monthly  womoad  reports  and  quar¬ 
terly  financial  reports. 

— Controlling  Defender  Organization  Costs— Spending  Restrictions. — ^The  Judici¬ 
ary  has  imposed  the  following  spending  restrictions  on  federal  defender  organi¬ 
zations: 

(1)  Personnel. — ^All  assistant  federal  defender  salary  increases  must  be  reduced 
by  50  percent  during  fiscal  year  1994.  In  addition,  quality  step  increases  for 
graded  employees  have  been  suspended. 

(2)  Travel. — Claims  for  reimbursement  of  expenses  are  limited  to  the  per  diem 
rate,  or  actual  expenses  may  be  claimed  if  they  do  not  exceed  the  applicable 
per  diem  rate. 

(3)  Training. — Expenditure  of  funds  (travel  and  tuition)  have  been  limited  to 
those  associated  with  attendance  at  core  training  programs.  In  addition,  fed¬ 
eral  defenders’  authority  to  commit  personnel  and  financial  resources  to  other 
training  programs  has  been  suspended. 

(4)  Furniture  and  Equipment  Acquisitions. — Except  for  previously  executed 
binding  commitments,  emergency  replacements,  and  acquisitions  for  new  po¬ 
sitions,  new  organizations  and  new  branch  offices,  expenditures  for  equipment 
must  be  deferred. 

(5)  Tenant  Alterations. — Expenditures  are  limited  to  emergency  or  ongoing 
projects,  and  to  work  related  to  new  positions,  new  organizations  or  branch 
offices. 

— Controlling  Defender  Organization  Costs — Death  Penalty  Resource  Centers. — In 
addition  to  reevaluating  the  resource  center  concept,  the  Judicial  has  asked  re¬ 
source  centers  to  reduce  their  costs  and  is  r^uiring  them  to  satisfy  the  demand 
for  their  services  in  fiscal  year  1995  while  limiting  spending  to  fiscal  year  1994 
levels. 

— Controlling  Panel  Attorney  Costs — Establishment  of  New  Defender  Organiza¬ 
tions. — Federal  defender  organizations  consistently  provide  high  quality  rep¬ 
resentation  and,  on  a  national  level,  are  more  cost  effective  than  relying  on  the 
services  of  panel  attorneys.  Therefore,  an  increase  in  the  number  of  defender 
organizations  reduces  the  number  of  private  panel  attorney  representations  and 
the  overall  cost  of  providing  services  under  the  CJA. 

— Controlling  Panel  Attorney  Costs — Panel  Attorney  Rates. — In  response  to  Con¬ 
gressional  concerns  over  the  limited  funding  available  to  meet  CJA  require¬ 
ments  and  in  order  to  assist  Congress  in  its  efforts  to  reduce  governmental 
spending  overall,  the  Judiciary  does  not  intend  to  implement  the  $75  per  hour 
rate  in  fiscal  years  1994  and  1995  in  the  72  districts  for  which  that  rate  has 
been  approved  but  not  yet  implemented  and}  therefore,  is  not  seeking  any  fiscal 
year  1995  funds  for  this  purpose.  The  Judiciary  is  instead  seeking  a  small  (1.6 
percent)  increase  in  panel  attorney  compensation  in  the  72  districts. 

—Anal^ing  Workload  and  Costs. — ^feighty-one  percent  of  the  funding  required  for 
the  Defender  Services  appropriation  supports  compensation  of  attorneys  and 
others  providing  services  under  the  Criminal  Justice  Act.  This  makes  it  difficult 
to  achieve  substantial  cost  savings  in  the  Defender  Services  appropriation  with¬ 
out  addressing  efficiencies  in  work  performance.  Such  initiatives  are  underway. 
At  the  request  of  the  Economy  Subcommittee  of  the  Judicial  Conference  Budget 
Committee,  the  Administrative  Office  is  prepariijg  to  conduct  a  work  measure¬ 
ment  study  of  the  Defender  Services  Program.  The  goals  of  the  study  ^e  to: 
(1)  develop  a  work  measurement  formula  for  federal  public  and  community  de¬ 
fender  organizations  which  can  be  used  to  assess  the  staffing  requirements  of 
defender  organizations;  and  (2)  develop  benchmarks  for  the  hours  required  for 
each  major  type  of  case  to  aid  judicial  officers  in  reviewing  panel  attorney  com¬ 
pensation  claims. 


168 


DEFENDER  ORGANIZATIONS  VS.  PANEL  ATTORNEYS 

Question.  Recognizing  that  federal  public  and  community  defender  organizations 
cost,  on  the  average,  about  $1,167  or  32  percent  less  per  representation  than  panel 
attorneys,  last  year  this  Committee  recommended  that  The  Judiciary  establish  de¬ 
fender  organizations  in  all  organizations  where  an  organization  would  I cost-effec¬ 
tive.  What  efforts  has  the  Judiciary  made  to  implement  this  recommendation?  Has 
your  increased  utilization  of  federal  def3nder  organizations  versus  panel  attorneys 
affected  the  cost  of  the  overall  Defender  Services  Program?  Do  you  foresee  a  point 
where  the  increased  utilization  will  no  longer  be  cost-effective? 

Answer.  The  Judiciary  increased  the  number  of  districts  served  hy  a  defender  or¬ 
ganization  from  55  in  fiscal  year  1992  to  57  in  fiscal  year  1993.  The  Judiciary  is 
projecting  that  at  least  10  additional  districts  will  be  served  by  defender  o^aniza- 
tions  in  fiscal  year  1994  and  that  an  additional  six  districts  will  be  serv'ed  in  fiscal 
year  1995. 

In  addition,  the  Judiciary  has  transmitted  to  Congress  proposed  legislation  that 
would  amend  the  Criminal  Justice  Act  to  r^uire  establishment  of  a  defender  orga¬ 
nization  in  any  district  (or  part  of  a  district  or  combination  of  districts)  in  which 
(1)  more  than  200  persons  annually  require  the  appointment  of  counsel;  or  (2)  the 
Judicial  Conference  determines  that  such  an  organization  would  be  cost  effective; 
or  (3)  the  interests  of  effective  representation  otherwise  require  establishment  of 
such  an  organization.  The  statutory  criteria  for  establishing  defender  organizations 
are  set  forth  in  subsection  (g)  of  the  Criminal  Justice  Act  (CJA).  18  U.S.C. 
§  3006A(g).  The  CJA  currently  provides  for  the  establishment  of  a  federal  public  de¬ 
fender  or  community  defender  organization  in  any  district,  part  of  a  district,  or  com¬ 
bination  of  adjacent  districts  or  parts  of  districts,  in  which  at  least  200  persons  an¬ 
nually  require  the  appointment  of  counsel. 

The  increased  utilization  of  federal  defender  organizations  versus  private  panel 
attorneys  has  decreased  the  overall  cost  of  the  Defender  Services  Pro^am.  Federal 
defender  organizations  consistently  provide  high  quality  reprer^entation  and,  on  a 
national  level,  are  more  cost  effecth'e  than  relying  on  the  services  of  panel  attor¬ 
neys.  Therefore,  an  increase  in  the  number  of  defender  organizations  reduces  the 
number  of  private  panel  attorney  representations  and  the  overall  cost  of  providing 
services  under  the  CJA.  The  fun&ng  requested  for  the  panel  attorney  activity  in  fis¬ 
cal  year  1995  has  been  reduced  in  anticipation  of  establishing  new  federal  defender 
organizations  and  shifting  cases  from  panel  attorneys  to  assistant  federal  defenders 
at  a  lower  average  cost  per  case. 

As  in  prior  years,  in  fiscal  year  1995  the  national  average  defender  organization 
cost  per  representation  is  projected  to  be  lower  than  the  panel  attorney  average  cost 
per  representation.  However,  because  panel  attorney  rates  have  been  increased  in 
only  16  of  the  94  judicial  districts  since  1984,  the  panel  attorney  cost  per  case  in 
some  districts  not  currently  served  by  a  defender  organization  is  less  than  what 
would  be  the  projected  cost  per  representation  for  a  defender  organization,  were  one 
to  be  established.  This  is  especially  true  for  those  districts  with  a  relatively  low  CJA 
caseload  and  geographically  distant  places  of  holding  court. 

Although  the  cost  per  representation  in  these  districts  would  be  higher  with  a  de¬ 
fender  organization  than  with  sole  reliance  upon  panel  attorneys,  many  courts  have 
requested  establishment  of  a  defender  organization  because  of  concerns  that  range 
from  general  dissatisfaction  with  the  inconsistent  quality  of  representation  and  the 
availability  of  qualified  counsel,  to  specific  complaints  about  the  departure  of  experi¬ 
enced  attorneys  from  the  CJA  panel,  panel  attorneys’  lack  of  knowledge  of  the  Sen¬ 
tencing  Guidelines,  and  the  need  to  appoint  attorneys  without  adequate  federal 
criminal  law  experience.  In  addition,  federal  defender  organizations  assist  the  courts 
by  reducing  judicial  workload  and  costs  associated  with  administering  the  CJA 
panel  and  **eviewing  and  processing  CJA  attorney  and  expert  compensation  and  re¬ 
imbursement  claims. 

The  current  panel  attorney  compensation  rates  are  proving  too  low  to  attract 
panel  attorneys  with  the  skill  and  knowledge  required  to  provide  defense  services 
in  a  modem  federal  criminal  prosecution,  and  establishing  a  defender  organization 
is  the  only  practical  alternative  to  increasing  the  rates  to  a  level  necessary  to  attract 
qualified  pane)  attorneys. 

PROBATION  AND  PRETRIAL  SERVICES  STAFFING 

Question.  I  see  where  you  have  requested  an  increase  of  $73  million  and  684  posi¬ 
tions  for  probation  and  pretrial  offices.  In  your  budget  in  brief,  you  note  that  your 
requested  increase  “would  be  used  primarily  in  the  monitoring  and  supervision  of 
offenders  and  defendants  that  have  been  released  into  the  community”. 
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Yet,  when  comparing  the  number  of  persons  expected  to  be  supervised  by  proba¬ 
tion  officers  in  1993,  1994,  and  1995  the  rate  of  increase  is  relatively  small  in  com¬ 
parison  to  your  dollar  increase. 


1993 

1994 

1995 


86,292 

89,400 

91,300 


That’s  a  3.6  percent  increase  in  the  number  of  persons  to  be  simervised  between 
1993  and  1994,  and  a  2.1  percent  increase  from  1994  to  1995,  But,  you  have  re¬ 
quested  a  $73  million  or  17  percent  increase  over  fiscal  year  1994,  Could  you  please 
explain  the  discrepancy? 

Answer.  The  workload  has  risen  steadily  for  a  number  of  years  but  the  allocation 
of  positions  has  not  kept  up.  For  example,  in  fiscal  year  1993,  the  system  received 
no  new  positions  at  all.  In  fiscal  year  1994,  the  probation  and  pretrim  services  sys¬ 
tem  is  funded  at  only  80  percent  of  staffing  requirements,  according  to  workload  for¬ 
mula. 

The  fiscal  year  1995  request  includes  resources  to  increase  staff  levels  to  86  per¬ 
cent  of  recrements  by  adding  584  new  positions.  This  compares  to  the  1,700  new 
Msitions  that  would  l>e  required  to  reach  100  percent  of  requirements.  The  Judicial 
Conference  determined  not  to  request  full  staffing  in  the  interest  of  fiscal  restraint. 


USE  OF  ALTERNATIVE  CONFINEMENT 

Question,  Has  the  Judiciaiy  increased  its  use  of  alternative  pretrial  detention  pro¬ 
grams,  such  as  home  dC^^tion  with  electronic  monitoring  and  h^fway  houses? 

If  the  use  of  alternatives  has  increased,  what  has  been  the  savings  achieved? 

Do  you  have  any  statistics  on  the  incidence  of  new  offenses  committed  by  detain¬ 
ees  included  in  such  jail  alternatives? 

Answer.  In  1990,  the  Judicial  Conference  adopted  a  resolution  concerning  the  “cri¬ 
sis”  in  pretrial  detention  and  encouraged  the  development  of  alternatives  to  incar¬ 
ceration  to  reduce  the  pretrial  detention  population  and  allow  jail  space  for  those 
whom  the  court  has  no  choice  but  to  detain.  In  addition  to  offering  supervision,  pre¬ 
trial  services  offers  such  alternatives  as  electronic  monitoring,  hmfway  houses,  sub¬ 
stance  abuse  testing  and  treatment,  and  mental  health  treatment. 

The  national  average  daily  costs  for  home  confinement  with  electronic  monitoring 
and  halfway  house  placements  during  this  same  time  period  was  $19  and  $43  re¬ 
spectively,  This  represents  a  substantial  savings  when  compared  with  the  average 
daily  incarceration  rate  of  $55. 

Total  expenditures  for  contractual  alternatives  to  detention  for  fiscal  year  1993 
were  $7,683,000.  In  fiscal  year  1994,  a  total  of  $8,421,000  is  available.  For  fiscal 
year  1995,  only  an  inflationary  increase  is  request^. 

Overall,  in  fiscal  year  1993,  there  were  29,196  defendants  released  pending  trisil 
and  5,561  violations  of  release  conditions.  In  about  half  (2,682)  of  the  violation 
cases,  the  pretrial  services  officer  reported  use  of  drugs  by  the  defendant.  Most  of 
the  rest  were  for  violating  reporting  conditions.  In  575  cases  (2  percent),  the  defend¬ 
ant  was  rearrested  and  charged  with  a  felony;  in  another  383  (1  percent),  the  de¬ 
fendant  was  rearrested  and  charged  with  a  misdemeanor. 

In  fiscal  year  1993,  a  total  oi  1,215  defendants  were  released  under  electronic 
monitoring  and  54  (4.4  percent)  violated  that  condition. 


STAFFING  EQUALIZATION 

Question.  Last  vear  the  committee  became  aware  of  staffing  disparities  among  the 
various  judicial  districts  and  suggested  in  the  conference  report  that  the  Judicial 
Conference  examine  the  staffing  levels  and  comparative  workload  of  each  district. 

^  a  result,  I  believe  the  Judicial  Conference  has  authorized  a  staffing  equ^i- 
zation  plan  that  seeks  to  reduce  offices  that  are  over  and  increase  those  that  are 
under  with  the  goal  of  attaining  86  percent  of  the  staffing  formula  by  year’s  end 
all  across  the  board. 

I  commend  these  efforts  in  that  I  realize  some  offices  were  125  percent  of  your 
established  formula  while  others  were  at  oi^  65  percent  of  formula.  But,  there 
seems  to  be  an  effort  here  to  also  increase  staffing  overall. 

This  goal  of  86  percent  of  staffing  formula  is  an  increase  over  the  80  percent  of 
staffing  formula  you  have  been  using  for  probation/pretrial  offices  and  the  84  per¬ 
cent  of  staffing  formula  you  have  been  using  for  clerks  offices.  What  would  the  im¬ 
pact  be  if  you  equalized  staffing  to  only  84  percent? 

(That  would  C)e  an  increase  in  probation/pretrial  staffing  and  a  freeze  in  clerks 
offices.  Yet  by  carrying  out  the  equalization  plan,  those  offices  most  in  need  could 
still  hire  up  and  not  be  frozen.) 
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Answer.  While  86  is  a  larger  number  than  84  or  80,  these  percentages  are  rot 
comparable  because  the^  represent  different  things. 

The  Judiciary  is  seeking  86  percent  of  required  resources  for  fiscal  year  1995.  Re¬ 
sources  for  fiscal  year  199^6  are  based  upon  a  higher  level  of  workload  projected  for 
that  year. 

Staffing  allocations  for  fiscal  year  1994,  which  were  based  upon  actual  workload, 
were  issued  to  clerks  offices  and  probation/pretrial  offices  in  December  1993.  At  that 
time,  the  clerks  offices  in  the  aggregate  were  staffed  at  90  percent  of  work  measure¬ 
ment  formula  and  probation/pretrial  services  offices  were  staffed  at  77  percent. 

The  fiscal  year  1994  staffing  allocations  for  clerks  offices  and  probation/pretrial 
services  offices  are  84  percent  and  80  percent  of  their  respective  formulas.  This 
means  that  understaffed  clerks  offices  can  hire  off  the  street  up  to  only  84  percent 
of  formula  because  of  the  large  number  of  bankruptcy  offices  over  formula.  Under¬ 
staffed  probation/pretrial  services  offices  can  hire  off  the  street  up  to  80  percent  of 
formula. 

By  the  end  of  fiscal  year  1994,  we  expect  that  clerks  offices  will  be  at  or  near  86 
percent  and  probation/pretrial  services  offices  will  be  at  or  near  82  percent. 

The  Judiciary  recognizes  the  Committee's  concern  that  we  are  increasing  staffing 
overall.  The  probation  and  pretrial  offices  have  long  been  understaffed,  however, 
and  while  the  request  for  86  percent  of  resources  for  1995  does  represent  an  in¬ 
crease  over  the  end-of-year  (1994)  level,  it  merely  provides  partial  relief  to  over¬ 
worked  court  staff.  As  for  clerks'  offices,  a  request  of  86  percent  in  1995  would  main¬ 
tain  their  anticipated  end-of-year  (1994)  level. 

SHORTAGE  OF  JAIL  SPACE  FOR  PRESENTENCED  DEFENDANTS 

Question.  According  to  the  U.S.  Marshals  Services  and  your  own  fiscal  year  1995 
Probation/Pretrial  Services  justification,  about  one  in  four  criminal  defendants  are 
detained  in  federal  or  contract  jails  for  the  duration  of  the  disposition  of  their  case. 

If  this  is  so,  some  13,600  of  the  estimated  53,300  felony  defendants  indicted  in 
fiscal  year  1995  will  be  detained  pending  the  disposition  of  their  case. 

However,  because  of  a  shortage  of  jail  space  in  certain  areas  of  the  country — espe¬ 
cially  the  Northeast  and  West  Coast — some  inmates  are  held  several  hundred  miles 
away  from  the  district  in  which  they  were  indited.  And  as  a  result  of  its  own  budget 
constraints,  the  Marshals  Service  has  cut  back  on  the  transportation  of  detainees 
for  meetings  with  attorneys,  who  must  now  travel  to  the  point  of  detention  to  meet 
with  their  defendant  clients.  What  has  been  the  impact  on  the  travel  costs  of  federal 
defender  organizations  and  panel  attorneys  of  locating  defendants  more  than  50 
miles  from  the  district  in  which  their  case  is  being  heard? 

Answer.  The  distant  location  of  detention  facilities  from  courthouses  and  the  re¬ 
cent  reduction  in  transportation  of  defendants  to  meet  with  their  attorneys  has  re¬ 
sulted  in  increased  costs  to  the  Defender  Services  appropriation.  Although  we  do  not 
have  sufficient  information  to  provide  a  cost  estimate  resulting  from  locating  deten¬ 
tion  facilities  far  from  courthouses  and  reducing  transportation  of  defendants  to 
meet  with  their  attorneys,  we  have  information  that  the  impact  can  be  substantial. 
A  1990  survey  of  federal  defenders  in  connection  with  a  request  by  the  United 
States  Marshals  Service  (USMS)  and  the  Federal  Bureau  of  Prisons  for  the  Judici¬ 
ary  to  incorporate  into  its  design  guide  a  preference  for  locating  detention  facilities 
in  proximity  to  courthouses,  provides  some  useful  information. 

For  example,  one  defender  estimated  that  the  approximately  $49,000  used  for 
case-related  travel  in  fiscal  year  1989  could  be  cut  by  one-half  if  the  detention  facil¬ 
ity  was  located  near  the  courthouse  as  opposed  to  25  miles  away.  All  the  defenders 
commented  that  attorneys  expend  considerable  time  traveling  to  distant  detention 
facilities  and  waiting  for  the  client  to  be  brought  to  the  interview  room  once  the  at¬ 
torney  arrives  Unproductive  time  is  not  limited  to  attorneys,  as  investigators  and 
interpreters  a' so  travel  to  the  detention  facilities.  The  impaired  access  of  attorneys 
to  clients  can  result  in  a  lack  of  preparedness,  thus  potentially  delaying  the  resolu¬ 
tion  of  a  case.  Delays  in  resolving  cases,  which  also  can  result  from  the  defendant 
not  being  produced  at  the  courthouse  because  of  inclement  weather,  further  result 
in  inefficiencies  for  other  parts  of  the  court  system. 

In  addition,  when  the  United  States  Marshals  Service  (USMS)  limits  transpor¬ 
tation  of  defendants  to  convenient  locations  for  consultation  with  counsel,  panel  at¬ 
torneys  must  travel  at  hourly  compensation  rates  plus  transportation  expenses. 
Such  attorney  travel  may  be  more  costly  than  having  the  USMS  transport  several 
defendants  at  one  time.  Also,  increased  attorney  travel  time  may  impact  on  the  level 
of  defender  services  that  can  be  provided. 
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Question.  Has  the  Judidaiy  considered  using  video  or  teleconferencing  for  con¬ 
sultations  between  attorneys  and  defendants  and  for  preliminaiy  court  proce^ngs 
where  the  defendant  may  not  be  transported  for  a  personal  appearance? 

Court  Proceedings.— At  its  September  1988  proceedings,  fiie  Judicial  (Conference 
of  the  United  States  authorized  the  experimental  use  of  videoconferencing  in  crimi¬ 
nal  proceedings  for  initial  appearances  and  arraignments  (“not  guilty”  pleas  only). 
Under  this  program,  a  closed-circuit  television  hook-up  between  a  federal  courthouse 
and  a  detention  facility  is  used  to  conduct  certain  pretrial  proceedings  without  the 
necessity  of  transporting  the  accused  to  court. 

The  pilot  program  was  initially  implemented  in  the  District  of  Arizona  in  the 
early  summer  of  1990.  The  District  Court  for  the  District  of  Arizona  halted  its 
project  after  the  Ninth  Circuit  Court  of  Appeals  issued  an  opinion  in  September  of 
19^  holding  that  an  arraignment  in  which  the  defendant  was  present  via 
videoconferencing  violated  Rules  10  and  43(a)  of  the  Federal  Rules  of  Criminal  Pro¬ 
cedure.  Valenzuela-Gonzalez  v.  United  States  District  Court  for  the  District  of  Ari¬ 
zona,  915  F.2d  1276  (9th  Cir.  1990).  Rule  10  provides  that  arraignment  shall  be  in 
open  court  and  Rule  43(a)  provides  that  the  defendant  shall  be  present  at  arraign¬ 
ment. 

In  response  to  the  Valenzuela-Gonzalez  decision  and  at  the  request  of  the  Federal 
Bureau  of  Prisons  (BOP),  the  Judicial  Conference  Standing  Committee  on  Rules  of 
Practice  and  Procedure,  on  October  15,  1993,  circulated  for  comment  to  the  bench 
and  bar  proposed  amendments  to  Rules  10  and  43  to  permit  the  videoconferencing 
of  arrai^ments  and  other  pretrial  proceedings  with  the  defendant’s  consent.  A  pub¬ 
lic  hearing  will  be  held  in  April  1994. 

At  its  June  1992  meeting,  the  Judicial  Conference  Committee  on  Court  Adminis¬ 
tration  and  Case  Management  approved  the  use  of  videoconferencing  technology  by 
the  Northern  District  of  Florida  for  prelimina^  criminal  matters.  The  BOP,  which 
purchased  and  installed  the  equipment  for  a  video  link  between  the  courthouse  and 
the  Federal  Detention  Center  in  Tallahassee,  recently  removed  it  because  of  lack  of 
use.  The  lack  of  use  in  part  stemmed  from  the  low  volume  of  caseload  at  the  Talla¬ 
hassee  court  location. 

At  its  March  1993  session,  the  Judicial  Conference  approved  a  pilot  program  in 
the  Eastern  District  of  North  Carolina  for  the  use  of  videoconferencing  in  mental 
competency  hearings.  In  U.S.  v.  Baker,  836  F,  Supp,  1237  (E.D.N.C.  1993),  Judge 
W.  Earl  Britt  ruled  that  the  use  of  videoconferencing  in  an  involuntary  mental 
health  commitment  hearing  pursuant  to  18  U.S.C.  §  4245,  for  which  Criminal  Jus¬ 
tice  Act  representation  was  provided,  did  not  violate  the  rights  to  due  process  and 
the  effective  assistance  of  counsel,  or  other  rights  under  18  U.S.C.  §  4247(d)  (such 
as  an  opportunity  to  confront  and  cross  examine  witnesses).  The  court  distinguished 
the  Valenzuela-Gonzalez  decision  by  noting  that  the  Federal  Rules  of  Criminal  Pro¬ 
cedure  were  inapplicable  to  civil  commitment  proceedings.  The  court  also  rejected 
respondent’s  ar^ments  that  actual  courtroom  presence  is  necessary  to  impress 
upon  inmates  the  gravity  of  the  situation  and  that  a  tactical  disadvantage  existed 
by  virtue  of  the  Assistant  United  States  Attorney  being  present  in  court  and  defense 
counsel  being  available  to  the  judge  only  by  videoconference.  A  notice  of  appeal  has 
been  filed,  finally,  in  an  initiative  sponsored  by  the  BOP  and  the  United  States 
Marshals  Service  (USMS),  the  District  Court  for  the  Eastern  District  of  Pennsylva¬ 
nia  recently  agreed  to  experiment  with  videoconferencing  in  preliminary  proceedings 
other  than  arraignments,  and  the  District  Court  for  the  District  of  Puerto  Rico  cur¬ 
rently  is  considering  whether  to  use  the  technology. 

The  BOP  and  the  USMS  support  videoconferencing  to  reduce  the  cost  of  trans¬ 
porting  prisoners  and  to  enhance  security  concerns.  The  Judicial  Conference  Com¬ 
mittee  on  Defender  Services,  however,  has  expressed  reservations  about  the  poten¬ 
tial  impact  of  videoconferencing  of  court  proceedings  on  both  the  quality  of  defense 
services  provided  under  the  Cnminal  Justice  Act  and  on  the  Defender  Services  ap¬ 
propriation.  Videoconferencing  may  compromise  the  attorney-client  relationship  and 
dehumanize  and  diminish  the  impact  of  federal  crimiral  proceedings.  In  adoition, 
the  removal  of  the  defendant  from  the  courtroom  may  result  in  increased  travel  and 
other  costs  for  defense  counsel,  which  would  create  additional  demands  on  the  De¬ 
fender  Services  appropriation.  Thi;s,  videoconferencing  of  pretrial  proceedings  may 
shift  costs  from  the  BOP  and  United  States  to  the  Defender  Services  appropriation. 

Attorn^-Client  Consultations. — The  Judiciary  is  experimenting  with  the  use  of 
videoconferencing  for  consultations  between  attorneys  and  defendants.  Video- 
conferencing  of  attorney-defendant  consultations  is  occurring  between  the  Federal 
Building  in  Honolulu  and  the  detention  facility  in  Santa  Rita,  California,  for  inter¬ 
views  0?  Criminal  Justice  Act  attorneys  with  their  clients.  Because  of  state  prison 
overcrowding  in  Hawaii,  federal  pretrial  detainees  have  been  housed  in  California, 
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although  a  federal  detention  facility  is  scheduled  for  completion  in  1996.  This 
project  will  be  evaluated. 


INCREASED  COSTS  OF  LAWBOOKS 

Question.  I  note  where  you  have  requested  $3.7  million  to  cover  the  increased  cost 
of  new  lawbooks — an  increase  of  some  10  percent.  You  note  in  your  budget  justifica¬ 
tion  that  the  cost  of  lawbook  continuations  has  increased  13  percent  annually  from 
1989  to  1995.  Why  are  the  costs  of  these  lawbooks  so  much  nigher  than  inflation? 
Isn’t  there  any  competition  in  the  issuing  of  this  contract? 

Answer.  Unfortunately,  there  is  very  little  competition  in  legal  publishing.  West 
Publishing  dominates  the  field  and  is  often  the  only  source  for  many  titles  and  their 
continuations.  Seven  publishers  supply  the  overwhelmir^  majority  of  our  lawbooks. 
Whenever  possible,  we  purchase  materials  from  the  GSA  schedule  which  ensures 
the  lowest  cost  to  the  government.  The  Circuit  Librarians  work  closely  with  the 
judges  to  reduce  cost  and  duplication. 

Question.  You  have  also  requested  $2.4  million  for  automated  services  which  pro¬ 
vide  database  and  full  text  search  capabilities  of  the  same  materials  contained  in 
the  hardback  lawbooks.  As  the  courts  become  more  automated  and  “computer 
friendly”,  is  the  Judiciary  taking  any  steps  to  reduce  the  costs  of  providing  the  same 
legal  documents  in  both  hard-bound  and  automated  versions? 

Answer.  Yes,  the  Judiciary  is  trying  to  promote  the  usage  of  Computer  Assisted 
Legal  Research  (CALR)  in  chambers  by  providing  automation  training  for  judges 
and  law  clerks  and  cutting  back  on  collections  in  chambers.  We  also  regularly  re¬ 
view  the  list  of  books  recommended  for  judges,  and  after  each  review  we  have  re¬ 
duced  the  allowable  expenditures  for  chaincters  collections.  Digests  and  treatises 
have  been  canceled,  ana  the  number  of  years’  worth  of  case  reporters  for  chambers 
collections  have  been  cut.  Because  it  is  much  easier  for  some  people  to  perform  cita¬ 
tion  checking  on-line,  subscriptions  to  Shepard’s  Citations  have  been  entirely  cut  in 
chambers. 


DEATH  PENALTY  RESOURCE  CENTERS 

Question.  Another  area  the  Committee  has  been  concerned  with  in  the  past  has 
been  the  escalating  costs  of  death  penalty  resource  centers.  In  our  report  accom¬ 
panying  the  Senate  bill  last  year,  we  directed  the  Judiciary  to  reevaluate  the  pro¬ 
gram  in  light  of  the  overall  amount  requested  for  resource  centers  since  they  were 
first  funded  in  1988  and  the  average  resource  center  cost-per-case  during  the  same 
period.  What  has  the  Judiciary  done  in  response  to  this  direction? 

Answer.  The  Judicial  Conference  Committee  on  Defender  Services  has  established 
a  Subcommittee  on  Death  Penalty  Representation  both  to  reevaluate  the  death  pen¬ 
alty  resource  center  program  and  develop  recommendations  for  ensuring  effective¬ 
ness  and  cost  efficiency  m  death  penalty  representation,  generally.  The  Subcommit¬ 
tee  will  study  the  current  method  of  providing  representation  to  death  sentenced  in¬ 
mates  as  well  as  potential  alternative  methods  (including  proposals  to  maximize  di¬ 
rect  representation  by  defender  organizations,  some  of  wnich  could  entail  creating 
defender  oiganizations  designed  to  provide  direct  representation  only). 

\^ile  this  review  is  pending,  the  Judiciary  has  asked  resource  centers  to  reduce 
their  costs  and  is  requiring  them  to  satisfy  the  demand  for  their  services  in  fiscal 
year  1995  while  limiting  spending  to  fiscal  year  1994  levels.  Thus,  the  fiscal  year 
1995  funding  request  for  death  penalty  resource  centers  is  limited  to  the  amount 
►required  to  fund  inflationary  increases  and  the  establishment  of  one  additional  re¬ 
source  center. 

Preliminarily,  the  Judiciary  can  report  that  increases  in  the  overall  amount  re¬ 
quested  annually  for  resource  centers  have  been  a  product  of  both  the  opening  of 
new  centers  and  an  overall  increase  in  resource  center  staffing  required  to  address 
the  demand  for  assigned  counsel  created  by  a  growing  death  row  population.  The 
number  of  people  on  death  ix)w  has  increased  steadily  over  the  past  11  years,  from 
1,137  in  1982  to  2,785  in  1993,  an  increase  of  more  tnan  144  percent.  Indeed,  there 
has  been  a  28  percent  inci^ease  in  the  death  row  population  since  resource  centers 
first  were  funded  in  1988. 

A  long-term  solution  to  the  increasing  costs  associated  with  federal  habeas  corpus 
death  penalty  litigation  lies  in  ensuring  that  states  devote  adequate  resources  to 
provide  defense  counsel  services  to  defendants  at  trial  and  in  state  post-conviction 
proceedings. 


ADMINISTRATIVE  OFFICE  OF  THE  U.S.  COURTS 

Question.  I  see  that  the  AO  is  requesting  an  additional  $1.1  million  to  fund  16 
full-time  equivalent  (FTE)  positions. 
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At  a  time  when  executive  branch  agencies  are  reducing  FTE  after  at  least  a  year 
under  a  freeze — what  makes  the  AO’s  situation  so  different  than  say  that  of  the  De¬ 
partment  of  Justice  where  they  also  are  experiencing  workload  increases  with  fewer 
personnel  resources? 

Answer.  The  Administrative  Office’s  appropriation  has  not  kept  pace  with  infla¬ 
tion.  The  AO’s  fiscal  year  1994  appropriation  is  below  its  1993  level  and  less  than 
one-half  percent  over  the  1992  level.  At  the  same  time,  inflation  and  other  manda¬ 
tory  costs  have  increased  almost  six  percent.  Consequently,  the  AO  has  been  under 
a  hiring  freeze  since  the  beginning  of  fiscal  year  1993  resulting  in  a  reduction  in 
the  number  of  positions  we  have  been  able  to  fill. 

By  virtue  of  the  language  included  in  the  fiscal  year  1994  conference  report  re¬ 
garding  support  of  the  Budget  Committee’s  Subcommittee  on  Fiscal  Economy,  Con¬ 
gress  has  recognized  that  3ie  AO  needs  to  play  a  large  role  in  insuring  that  the 
Courts  operate  efficiently  and  make  sound  economic  decisions  during  these  times  of 
fiscal  constraint. 

The  AO  has  done  its  best  to  live  with  the  realities  of  the  current  funding  situa¬ 
tion.  We  have  instituted  a  hire  from  within  policy,  opening  vacancies  to  AO  person¬ 
nel  only  to  tty  to  distribute  the  burden  equally  among  divisions,  we  have  used  tem¬ 
porary  positions  where  possible,  and  wo  have  curt^ed  spending  in  other  areas, 
such  as  travel  and  equipment.  However,  because  over  85  percent  of  the  AO’s  appro¬ 
priation  is  devoted  to  personnel  costs,  there  are  not  sufficient  savings  available  in 
other  areas  to  ease  the  AO’s  staffing  crisis. 

The  AO  is  aware  of  the  trend  in  the  executive  branch  to  reduce  FTE  levels  and 
we  feel  we  have  shared  that  burden.  However,  we  are  also  aware  that  this  reduction 
is  not  being  shared  equally  by  all  executive  branch  agencies.  The  President’s  fiscal 
year  1995  budget  appendix  indicates  staffing  increases  over  fiscal  year  1994  for  the 
Departments  of  Justice,  Education,  Energy,  HUD,  and  Labor,  the  EPA,  EEOC,  and 
FEMA  among  others.  As  with  these  executive  agencies’  increases,  our  request  for 
funding  of  these  positions  will  not  make  the  AO  whole.  It  will  only  allow  the  AO 
to  fill  40  percent  of  its  vacant  positions. 

Question.  If  you’ve  been  handling  the  workload  with  these  vacancies  in  the  past, 
why  fill  them  now? 

Answer.  The  Administrative  Office  is  working  intently  to  make  the  best  use  of  its 
scarce  resources  without  diminishing  support  to  the  courts.  However,  the  continued 
cutbacks  and  the  freeze  on  filling  positions  are  stretching  the  agency’s  workforce  to 
the  limits.  In  addition  to  the  hiring  freeze,  promotions  have  been  frozen,  travel  re¬ 
duced,  and  allowances  for  travel  costs  restricted.  Funds  for  such  things  as  training, 
furniture,  equipment,  supplies  and  other  expenses  were  severely  restricted.  Many 
of  the  AO  staff  have  been  required  to  work  extra  hours  and  weekends  in  order  to 
get  their  work  done  at  the  same  time  the  AO  has  had  to  eliminate  payments  for 
overtime. 

As  the  courts  have  grown  in  size  and  the  workload  has  become  more  complex,  the 
challenges  of  judicial  administration  have  increased  significantly.  Also,  the  structure 
and  activities  of  the  Judicial  Conference  and  its  committees  have  expanded  in  recent 
years.  It  has  been  necessary  for  the  AO  to  shift  its  resources  continually  to  meet 
these  challenging  and  changing  needs.  While  the  dedication  of  the  AO  staff  has 
managed  to  sustain  the  AO’s  performance,  it  is  expected  that  this  workplace  will 
not  be  sustained  in  the  long  run,  if  the  current  staff  does  not  see  an  end  to  the  fre¬ 
netic  pace. 

Question.  I  see  that  the  AO  is  also  asking  for  an  additional  $2  million  to  maintain 
its  base  level  of  full-time-equivalent  (FTE)  positions.  Why  is  this  increase  necessary? 
If  the  increase  is  not  provided,  will  you  be  required  to  lay  people  off? 

Answer.  'Title  28  U.S.C.  grants  the  Administrative  Office  the  authority  to  share 
in  the  fees  generated  by  the  Judiciary.  The  Judicial  Conference  has  allowed  the  AO 
to  receive  up  to  five  percent  of  the  fees  collected  and  retained  by  the  Judiciary. 

There  will  be  less  fee  money  available  in  fiscal  year  1995  than  was  available  in 
fiscal  year  1994.  The  resulting  impact  on  the  AO  will  be  a  reduction  of  $1,938,000 
in  fiscal  year  1995.  If  replacement  funds  are  not  appropriated  for  fiscal  year  1995, 
the  AO,  whose  staffing  level  has  already  been  significantly  reduced  because  of  a 
two-year  hiring  freeze,  will  be  forced  to  reduce  its  staff  by  an  additional  30  FTE 
based  on  the  average  salary  and  benefit  cost.  This  would  result  in  a  10  percent  re¬ 
duction  in  staff  since  1993.  This  compares  to  the  total  staffing  reduction  being  pro¬ 
posed  for  the  executive  branch.  However,  it  should  be  noted  that  the  executive 
branch  will  be  phasing  in  their  reductions  until  fiscal  year  1999. 


174 


JUDGES 

Question.  Since  October  1993,  how  many  Article  III  judges:  have  been  confirmed, 
are  awaiting  Senate  confirmation,  are  awaiting  recommendation  by  the  Justice  De¬ 
partment  and  the  White  House? 

Answer.  Since  October  1993,  there  have  been  46  Article  III  judges  confirmed. 
Thirty-two  nominees  currently  are  pending  before  the  Senate  JudSciaiy  Committee. 

The  precise  number  of  nominees  which  are  awaiting  recommendation  by  the  Jus¬ 
tice  Department  and  the  White  House  is  not  available  to  the  Judiciary.  However, 
we  have  been  told  that  there  are  about  76  names  “in  the  pipeline,”  and  the  Office 
of  the  White  House  Counsel  has  indicated  that  the  Administration  hopes  to  fill  all 
119  judicial  vacancies  in  1994. 

Question.  When  a  newly  appointed  Article  HI  judge  comes  on  board,  how  many 
positions  or  FTE’s  are  required  for  support  in  addition  to  the  judges’  staff  of  law 
clerks  and  secretaries? 

Answer.  In  addition  to  a  circuit  or  district  judge’s  staff  of  law  clerks  and  secretar¬ 
ies,  district  court  judges  require  courtroom  deputy  and  court  reporter  support.  The 
Jufficial  Conference  has  approved  a  ratio  of  1.14  FTE  for  courtroom  deputy  support 
and  1.0  FTE  for  court  reporter  support  for  a  district  judgeship.  These  support  posi¬ 
tions,  as  well  as  the  judge’s  law  clerks  and  secretaries,  are  directly  associated  with 
the  workload  handled  by  the  judge. 

The  district  court  work  measurement  formula,  which  determines  the  required 
FTE  for  deputy  clerks,  includes  the  workload  credit  for  a  courtroom  deputy  and 
workload  credit  for  administrative  support,  management  and  training  associated 
with  the  deputy. 

Requirements  for  librarians  are  also  based  on  the  number  of  judges,  a  ratio  of  one 
librarian  for  six  judges. 

Most  other  r^uirements  for  court  personnel  in  the  Court’s  Salaries  and  Expenses 
account  are  driven  by  factors  such  as  filings  or  number  of  offenders  under  super¬ 
vision,  factors  which  would  not  be  affected  by  the  addition  of  a  judgeship. 

In  the  fiscal  year  1995  budget  request  all  court  staff,  other  than  judges’  law  clerks 
and  secretaries,  are  requested  at  86  percent  of  workload  requirements. 

SPACE  AND  FACIUTIES 

Question.  Funds  associated  with  space  rental  payments  for  the  Thurgood  Marshall 
Federal  Judiciary  Building  are  being  transferred  to  the  Court  Salaries  and  Expenses 
account.  What  is  the  benefit  of  this  transfer?  What  are  the  consequences  if  it  is  not 
approved? 

Answer.  The  Thurgood  Marshall  Federal  Judiciary  Building  houses  a  number  of 
judicial  entities.  These  include  part  of  the  Supreme  Court  Library,  retired  Supreme 
Court  Justice  chambers.  Supreme  Court  Historical  Society,  Judicial  Panel  on 
Multidistrict  Litigation,  Administrative  Office,  Federal  Judicial  Center,  and  the 
United  States  Sentencing  Commission. 

Building  and  operating  costs  are  currently  provided  for  in  the  appropriation  base 
for  the  various  accounts  involved.  It  is  proposed  that  these  funds,  which  total  $3 
million,  be  transferred  to  the  Salaries  and  Expenses  budget  in  fiscal  year  1995  ($1 
million  is  already  in  the  Salaries  and  Expenses  base  for  occupants  of  the  building 
currently  charged  to  that  appropriation.)  The  Judiciary  is  seeking  to  consolidate  the 
payment  for  the  Marshall  Building  into  one  appropriation.  The  chief  advantage  of 
this  approach  is  that  it  promotes  administrative  efficiency  in  that  the  semiannual 
bond  payment  charges  and  building  operating  costs  will  be  covered  in  one  check. 

Further,  the  transfer  of  the  space  rental  payments  would  facilitate  the  tracking 
of  space  and  would  eliminate  the  need  to  allocate  operating  expenses  when  building 
tenants  expand  or  decrease  occupancy  within  the  building. 

There  is  no  additional  cost  to  the  Judiciary  for  proceeding  in  this  way.  All  entities 
that  are  currently  occup3nng  the  building  are  requesting  to  transfer  all  funds  cur¬ 
rently  in  their  appropriation  associated  with  payments  for  the  Marshall  building. 

If  the  request  is  not  approved,  the  Judiciary’s  overall  request  would  not  change. 
The  amount  requested  in  the  Salaries  and  Expenses  appropriation  would  need  to 
be  distributed  to  the  agencies  occupying  the  building. 

The  only  increase  expected  in  future  years  will  be  inflation  associated  with  the 
operating  cost  of  the  building  (currently  less  than  $7.00  per  square  foot).  The 
amount  for  the  bond  payment  will  remain  constant  for  30  years.  After  30  years  the 
Judiciary  will  “own”  the  building,  and  the  only  costs  at  that  point  will  be  costs  for 
operating  the  building. 
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AUTOMATION 

Question.  The  Judiciary  is  requesting  $9,950,600  above  inflation  to  replace  obso¬ 
lete  office  automation  equipment  in  the  courts.  What  equipment  do  you  plan  to  re¬ 
place,  what  will  it  be  replaced  with,  and  what  added  benefits  (operations,  cost  sav¬ 
ings,  etc.)  will  result  from  such  replacements?  (see  p.  5.26) 

Answer.  Of  the  28,000  personal  computers  (PC’s)  that  are  installed  in  the  courts, 
approximately  4,000  are  now  five  or  more  years  old.  By  fiscal  year  1995,  Uiis  num¬ 
ber  will  increase  to  approximately  10,000.  Only  950  of  these  PC’s  will  be  replaced 
in  fiscal  year  1994.  The  $9,950,600  requested  in  fiscal  year  1995  will  provide  for  the 
replacement  of  approximately  5,600  PC’s,  all  of  which  are  five  or  more  years  old. 

This  older  equipment,  mostly  PC/286’s,  will  be  replaced  primarily  with  PC/486 
technology.  Replacement  of  this  equipment  is  vital  to  the  courts  in  order  to  achieve 
the  minimally  acceptable  level  of  automation  necessary  to  produce  systems  capable 
of  handling  required  intra-circuit  communications,  enhanced  case  management,  and 
that  will  assist  judges,  clerks’  office  staff,  and  probation  and  pretrial  services  offices 
to  cope  with  increased  case  loads  in  the  courts.  For  instance,  these  older  systems 
are  not  capable  of  running  Windows-based  or  other  advanced  software  applications, 
and  the  limited  amount  of  resident  memory  on  these  systems  limits  their  utility  for 
use  on  the  Data  Communications  Network  (DCN).  Aaditionally,  without  a  cyclical 
replacement  program,  the  maintenance  costs  for  obsolete  office  automation  equip¬ 
ment  that  cannot  be  replaced  will  increase  considerably.  Moreover,  court  personnel 
will  lose  the  use  of  these  tools  to  accomplish  their  day-to-day  operations. 

No  net  increase  in  the  number  of  PC^s  acquired  by  the  courts  is  expected  to  result 
from  the  cyclical  replacement  program. 

Question.  What  projects  were  undertaken  with  the  automation  funds  provided  in 
fiscal  year  1993?  \^at  projects  were  deferred  and  carried  over  into  1994?  Why? 
Answer.  Undertaken  in  fiscal  year  1993  with  funds  provided: 

— Maintaining  current  services  in  the  courts  (i.e.,  operations  and  maintenance). 
— Progress  toward  program  completion  of  the  following:  expansion  of  the  Proba¬ 
tion  and  Pretrial  Services  Automated  Case  Tracking  System  (PACTS),  now 
operational  in  21  districts;  and  a  jury  modernization  system. 

Two  requirements  were  deferred:  Cyclical  replacement  of  obsolete  personal  com¬ 
puters  that  no  longer  meet  the  minimum  needs  of  court  users;  and  expansion  of  the 
data  communications  network  to  5  circuit  headquarters  locations. 

The  following  requirements  were  carried  over  into  fiscal  year  1994  because  the  ob¬ 
ligating  documents  were  not  completed  properly  before  the  end  of  the  fiscal  year. 
These  requirements  remain  valid,  thus  the  funds  were  carried  over  to  be  spent  in 
accordance  with  their  original  intent:  expansion  of  the  data  communications  net¬ 
work  to  6  circuit  headquarters  locations;  and  ADP  support  of  financial,  personnel, 
space  and  facilities,  and  case  management  systems. 

No  new  projects  were  undertaken  in  fiscal  year  1993. 

Question.  v!^at  is  the  basis  for  the  justification — outside  the  staffing  formula — 
of  the  62  district  clerk  automation  positions  and  the  43  probation/pretrial  automa¬ 
tion  positions?  ^Vhat  is  the  impact  of  automation  that  is  not  considered  in  the  for¬ 
mula  that  justifies  these  positions?  How  many  of  the  positions  justified  in  this  man¬ 
ner  are  actually  included  in  the  total  staffing  requests  shown  in  Table  SE.  21  of  the 
justification? 

Answer.  All  of  the  aforementioned  automation  positions  are  included  in  the  total 
staffing  request  in  Table  SE.  21  and  are  identified  in  the  accompanying  footnote. 

Clerks  offices  and  probation/pretrial  offices  are  eligible  to  receive  PC  support  posi¬ 
tions.  The  number  or  PC  support  positions  is  dependent  upon  the  inventory  of  PC’s 
in  these  offices. 

Some  probation/pretrial  offices  have  the  option  of  assuming  responsibility  for  sim- 
porting  Sieir  own  PC’s,  in  which  case  they  would  receive  PC  support  positions.  (Jr 
these  offices  may  elect  to  combine  their  PC  inventories  with  those  of  the  clerk’s  of¬ 
fice,  in  which  case  only  the  clerk’s  office  would  receive  PC  positions  to  support  the 
combined  inventories  of  PC’s. 

At  the  time  the  Congressional  Submission  is  prepared,  we  are  able  to  estimate 
how  many  PC's  will  be  in  clerks’  and  probation/pretrial  offices  nationwide.  We  do 
not  know,  however,  whether  some  probation/pretrial  offices  will  elect  to  support 
their  own  PC’s  or  delegate  that  function  to  the  clerk’s  office.  Therefore,  it  is  not  pos¬ 
sible  to  include  support  for  these  PC’s  in  either  the  district  clerk  formula  or  the  pro¬ 
bation/pretrial  formula. 

Instead,  these  positions  are  included  in  the  request  for  district  court  clerks’  offices 
outside  of  formula.  The  43  positions  in  the  table  represent  those  PC  positions  that 
already  have  been  allocated  to  probation/pretrial  offices.  The  remaining  62  are  posi- 
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tions  which  may  either  reside  in  the  clerks  offices  or  be  reallocated  to  probation/ 
pretrial  offices. 

Question.  Positions  not  included  in  the  Courts  of  Appeals  clerks  formula  have 
grown  and  are  projected  to  grow  more  than  the  positions  justified  by  the  formula 
of  76  filings  to  1  deputy  clerk  position.  The  additive  positions  are  primarily  for  ADP 
and  PC  positions.  \^at  ai*e  the  functions  of  these  positions,  and  what  is  ffie  reason 
for  this  lugher  rate  of  growth? 

Answer. 

Part  I— Function  of  automation  positions 

Systems  manager  ovei*sees  the  introduction,  application,  and  operation  of  all  auto> 
mated  systems  in  a  court  and  ensures  their  coordination  and  integration  across  all 
court  units  served.  The  position  has  overall  responsibility  within  the  court  for  the 
management  of  systems  hardware  and  software,  for  training  court  personnel  to  use 
the  systems,  and  for  the  coordination  and  intonation  of  all  data  processing  office 
automation,  and  data  communication  resources  within  the  court. 

Assistant  systems  manager  assists  the  Systems  Manager  in  the  aforementioned 
functions  and  may  be  assigned  the  primary  responsibility  for  the  day-to-day  admin¬ 
istration  of  an  Integrated  Case  Management  System  (ICMS)  application,  or  other 
mcyor  systems  function  and  its  direct  applications.  ICMS  is  a  family  of  UNIX-based 
electronic  docketing  and  case  management  systems  supporting  the  appellate,  dis¬ 
trict,  and  bankruptcy  courts.  These  systems  support  automated  case  opening  and 
closing,  full  docketing,  forms  generation,  public  access,  and  statistical  reporting. 

ICMS  system  administrator  has  primaiy  responsibility  for  the  day-to-day  admin¬ 
istration,  operation,  and  support  of  an  ICMS  application  or  other  major  systems 
function,  and  its  direct  applications  and  associated  functions  and  facilities.  The 
ICMS  Systems  Administrator  has  first  line  responsibility  for  providing  technical  and 
end-user  support  for  the  ICMS  application,  and  for  performing  or  coordinating  all 
automation  support  services  necessary  for  the  successful  operation  of  this  applica¬ 
tion  system. 

Systems  maintenance  technician  position  is  subordinate  to  either  the  ICMS  Sys¬ 
tems  Administrator  or  the  PC  System  Administrator  which  is  responsible  for  the 
daily  operational  readiness  of  court  computer  hardware  (including  peripheral  equip¬ 
ment  and  associated  data  communications  facilities),  performing  periodic  data  file 
backups,  maintaining  documentation  and  backup  media  libraries,  performing  hard¬ 
ware  preventive  maintenance,  and  diagnosing  and  correcting  computer  equipment 
and  data  communications  malfunctions. 

Data  quality  analyst  is  subordinate  to  either  the  ICMS  System  Administrator  or 
the  PC  System  Administrator  and  monitors,  analyzes,  and  evaluates  the  accuracy 
and  quality  of  data  entered  into  the  automated  case  management  systems  and  other 
court  data  processing  applications  in  order  to  ensure  the  integrity  and  efficient  use 
of  the  court’s  databases.  The  Data  Quality  Analyst  collects,  analyzes  and  validates 
all  case  management,  statistical,  and  other  reports  for  the  court. 

Systems  analyst  programmer  analyzes,  evaluates,  advises  on,  and  enhances  effec¬ 
tiveness  of  current  automated  systems.  The  position  provides  local  programming 
and  customization  of  both  nationally  supported  automated  systems  and  off-the-shelf 
commercially  available  software. 

PC  system  administrator  is  responsible  for  providing  consultation  and  day-to-day 
administration,  operation,  and  support  to  assigned  organizational  units  or  to  as¬ 
signed  functional  areas  using  personal  computers,  to  include  support  for  all  PC- 
based  data  processing,  office  automation,  and  data  communications  processes.  The 
PC  System  Administrator  has  first  line  responsibility  for  providing  t^hnical  and 
end-user  support  for  PC-based  systems,  end  for  performing  or  coordinating  all  auto¬ 
mation  support  services  necessary  for  thv  successf*.;!  operation  of  PC-based  systems. 

Automation  support  specialist  is  a  subordinate  position  to  either  the  ICMS  Sys¬ 
tem  Administrator  or  the  PC  System  Administrator  and  provides  specialized  and 
routine  user  support  services,  including  user  training  and  identifying,  researching, 
and  resolving  computer  and  periphersd  equipment,  data  communications,  or  soft¬ 
ware  systems  problems. 

Depot  maintenance  technician  is  a  subordinate  position  to  either  the  ICMS  Sys¬ 
tem  Administrator  or  PC  System  Administrator  and  provides  equipment  repair  serv¬ 
ices,  including  trouble-shooting  and  identifying,  repairing,  or  replacing  personal 
computer  and  peripheral  equipment  components. 

It  should  be  noted  that  automated  courts  do  not  necessarily  receive  all  nine  of 
these  positions. 
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Part  II— Growth  Rate 

The  3.5  percent  increase  in  deputy  clerks’  positions,  as  determined  by  the  work 
measurement  formula,  parallels  the  Judiciary's  projection  for  a  3.6  percent  increase 
in  appellate  filing  in  fiscal  year  1995. 

Adoitive  positions  include  positions  that  are  allocated  to  the  courts  to  support 
both  PC’s  and  Automated  Data  Processing  systems. 

There  is  a  correlation  among  filings,  deputy  clerk  positions,  and  PC  positions.  An 
increase  in  the  first  precipitates  increases  in  the  second  (through  the  work  measure¬ 
ment  formula)  and  third  (through  an  established  PC  to  support  personnel  ratio). 

This  correlation  is  not  applicable  to  ADP  positions.  The  sophisticated  automated 
systems  that  have  been  implemented  in  the  courts  require  constant  support  includ¬ 
ing  maintenance  at  fixed  costs,  regardless  of  caseload  fluctuations.  Automation  per¬ 
sonnel  are  considered  part  of  the  required  support.  Moreover,  courts  are  expanding 
the  capacity  of  their  svstems  to  keep  pace  with  increasing  demands  for  information 
by  the  bench,  bar,  and  public.  Such  expansion  requires  additional  resources,  includ¬ 
ing  people,  to  support  enhanced  systems. 

Question.  The  Judiciary  Automation  Fund  expires  at  the  end  of  fiscal  year  1994. 
Why  should  the  authority  for  the  Fund  be  extended  for  five  years? 

Amswer.  First  and  foremost,  the  Fund  is  essential  to  the  automation  management 
process  in  the  Judiciary  because  all  projects  are  controlled  through  life-cycle  phases 
which  often  exceed  one  year  and  have  discrete  milestone  reviews.  Further,  most 
projects  exceed  one  year  in  their  development  or  replacement,  and  the  full  life  cycle 
of  standard  national  applications  or  platforms  (including  implementation,  oper¬ 
ations,  and  maintenance)  averages  six  years.  No  funds  are  released  to  projects  be¬ 
yond  the  successful  completion  of  the  current  phase,  A  project’s  advancement  from 
one  phase  to  the  next  is  driven  by  its  fulfilling  phase  reqiurements  rather  than  by 
funding  considerations. 

Second,  the  Fund  allows  the  automation  program  to  take  advantage  of  lower  costs 
and  other  benefits  through  long-term  contractual  agreements  with  contractors.  Key 
benefits — such  as  the  ability  to  redeposit  or  carryover  funds  in  case  of  unanticipated 
delays  in  the  award  of  contracts  or  post-award  protests,  the  ability  to  award  multi¬ 
year  contracts  in  advance  of  appropriations  or  to  rerow  cc.:tracts  in  advance  of  a 
new  fiscal  year  if  funding  is  available — are  essential,  as  they  enable  the  Judiciaiy 
to  make  long-term  programmatic  decisions  spanning  more  than  one  fiscal  year  rath¬ 
er  than  focusing  on  spending  unobligated  funds  by  the  end  of  the  fiscal  year. 

Third,  the  Judiciary  adheres  to  an  annual  five-year  IRM  planning  process  in 
which  users’  prioritized  needs  and  associated  funding  requirements  are  included  in 
Functional  Strategy  Statements  contained  in  the  Long  Range  Plan  for  Automation 
in  the  Federal  Judicial^.  The  multi-year  aspect  of  the  Fund  equips  the  Judiciary 
with  an  effective  vehicle  to  execute  the  Long  Range  Plan  for  Automation  in  the  Fed¬ 
eral  Judiciary  and  manage  the  automation  program  effectively  over  the  five-year 
planning  cycle. 

Fourth,  all  fees  collected  by  the  Judiciary  for  electronic  public  access  are  deposited 
to  the  Fund  and  expended  to  offset  the  cost  of  providing  tnese  services  to  the  public 
(Public  Law  101-515).  This  reduces  the  need  for  appropriated  funds  for  this  pur¬ 
pose.  Without  the  Fund,  the  Judiciary  probably  will  lose  access  to  these  fees,  and 
these  fees  probably  will  go  into  the  General  Treasury  Fund  where  they  will  be  lost 
to  the  Judiciary. 

Question.  After  five  years  of  substantial  funding,  how  would  you  best  describe  the 
status  of  the  program?  What  remains  to  complete  the  automation  program? 

Answer.  The  Judiciary  is  approaching  an  acceptable  level  of  stability  in  its  auto¬ 
mation  program  which  has  evolved,  in  the  last  two  years,  from  an  entrepreneurial 
to  a  full-fledged  IRM  program.  The  Judiciary  has  successfully  completed  develop¬ 
ment  and  delivery  of  the  first  generation  of  decentralized  case  management  systems 
to  appellate,  district,  and  bankruptcy  courts,  and  is  making  progress  in  implement¬ 
ing  a  case  management  system  in  probation  and  pretrial  services  offices.  With  re¬ 
spect  to  office  automation,  there  are  currently  more  than  28,000  personal  computers 
now  installed  in  the  courts,  a  one-to-one  ratio  between  PC’s  and  the  people  who 
need  them  to  do  their  work.  The  Judiciary  is  beginning  to  implement  a  communica¬ 
tions  infrastructure,  replace  and  upgrade  equipment  on  a  cyclical  basis,  and  to  sup¬ 
port  the  development  and  deployment  of  prioritized,  modernized  applications  for  ti- 
nancial  control  functions,  human  resources  administration,  chambers  and  courtroom 
functions,  and  shared  access  to  docket  records  by  court  personnel  and  the  public. 
The  Judiciary’s  automation  program  will  constantly  evolve  as  do  all  automation  pro¬ 
grams;  in  that  sense,  it  will  never  be  completed. 

Question.  How  do  you  know  the  automation  program  is  on  the  right  tj*ack?  How 
do  you  determine  if  the  automation  program  is  meeting  standards  and  ex])ectations? 
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Has  the  program  ever  been  independently  evaluated?  What  were  the  results  of  the 
evaluation? 

Answer.  The  automation  program  was  evaluated  independently  in  fiscal  year  1991 
by  three  outside  consultants  who  found  the  program  was  rapidly  evolving  from  an 
entrepreneurial  to  a  full-fledged  IRM  program.  To  help  manage  the  transition,  the 
consultants  made  sixteen  interrelated  recommendations  that  fell  into  four  mmor 
areas — organization,  development,  support,  and  management  systems— and  included 
the  need  for  improved  role  definition,  processes,  planning,  and  user  involvement  in 
the  requirements  development  process.  The  consultants  report  and  recommenda¬ 
tions  have  formed  the  basis  of  a  major  IRM  staff  effort  over  the  past  two  years. 
Such  efforts  include  implementing  processes  for  defining  user  requirements,  applica¬ 
tions  development,  testing,  planning,  budgeting,  and  others.  A  process  is  now  oeing 
established  to  ensure  penomc  evaluation  of  how  local  and  national  applications  ana 
programs  are  meeting  the  needs  of  the  users.  As  a  result  of  these  efforts,  the  Judici¬ 
ary  is  approaching  for  the  first  time  an  acceptable  level  of  stability  and  viability  in 
its  automation  program. 

Question.  What  best  describes  the  Judiciary’s  software  development  philosophy? 
How  do  you  assure  quality  is  built  in  to  the  software  that  is  developed?  How  do  you 
assure  that  requirements  are  user  driven? 

Answer.  The  Judiciary  subscribes  to  a  software  development  philosophy  whose 
goal  is  a  product  that  is  easier  to  develop,  faster  to  deploy,  and  cheaper  to  maintain. 
A  formal  software  product  release  cycle  has  been  implemented  and  is  improving  the 
quality  of  and  support  for  the  nationally  supported  case  management  applicauons 
in  the  courts.  Enci-users,  as  owners  of  the  system  requirements,  participate  through¬ 
out  the  process  via  the  automation  user  group  structure.  They  aefine  furvional  re- 

?uirements  and  provide  approval  during  each  step  in  the  release  develop  -  ent  cycle, 
nternal  testing  followed  by  independent  external  testing  ensures  that  the  end- 
users’  requirements  have  been  correctly  implemented.  User  groups  provide  approval 
to  install  products  only  after  testing  results  show  that  the  products  met  user  re¬ 
quirements.  Emphasis  placed  on  standardized  procedures,  documentation,  and  re¬ 
views  has  made  the  applications  easier  to  support.  As  a  consequence  of  the  formal 
software  product  release  cycle,  schedules  are  being  met,  and  the  software  itself  has 
improved  from  active  user  involvement  in  the  requirements  definition  and  com¬ 
prehensive  pre-release  assessment  phases. 

Question.  What  is  the  Judiciary  doing  to  ensure  the  compatibility  and  integration 
of  systems? 

Answer.  Applications  in  the  Judiciary  must  be  able  to  communicate  and  exchange 
information  with  companion  processes  running  on  different  platforms.  To  this  end, 
the  Judiciary  is  putting  into  place  a  set  of  standards  for  areas  such  as  data  commu¬ 
nications,  architecture,  and  data  administration. 

During  the  formal  software  development  process,  approval  to  pass  from  one  phase 
to  the  next  is  obtained  onlv  after  reviews  are  held  to  ensure  that  these  established 
standards  are  followed.  When  fully  implemented,  these  standards  will  assure  inte¬ 
gration  of  technology  and  information  at  the  national  level.  At  the  same  time,  local 
courts  will  be  able  to  meet  their  unique  needs  within  this  larger  national  frame¬ 
work. 


TE  LECOMMUN IC  ATIONS 

Question.  The  cost  of  local  telephone  service  ha.  i.. creased  substantially  in  the 
past  six  years.  What  is  being  done  to  establish  standards  to  contain  these  cost  in¬ 
creases? 

Answer.  The  dramatic  increase  in  the  cost  of  local  telephone  service  over  the  past 
six  years  has  been  largely  the  result  of  uncontrollable  increases  set  by  local  public 
service  rate  commissions.  In  order  to  contain  these  cost  increases  in  a  manner  that 
is  equitable  to  all  courts,  the  Administrative  Office  recommended  to  the  Committee 
on  Automation  and  Technology  a  formula-based  guideline.  While  the  guideline  does 
not  impose  mandatory  limits  on  the  authority  of  a  court  to  choose  its  telephone  sys¬ 
tem,  it  do<  8  set  a  limit  on  the  amount  of  funding  that  will  be  provided  to  a  court 
to  pay  the  recurring  cost  of  telephone  lines  if  full  funding  is  not  made  available  in 
the  financial  plan.  The  new  guideline  was  approved  by  the  Judicial  Conference  at 
its  session  in  March  1994. 

Question.  You  have  requested  a  3.2  percent  increase  in  mandatory  adjustments 
above  the  base  plus  inflation  for  local,  commercial,  and  FTS  service.  Explain  the 
reason  for  these  increases. 

Answer.  The  mandatory  adUustments  above  the  base  plus  inflation  for  local,  com¬ 
mercial,  and  FTS  inter-city  service  are  due  primarily  to  uncontrollable  increases 
above  the  rate  of  inflation  for  the  recurring  cost  of  service  that  are  being  charged 


179 


by  local  and  commercial  carriers.  These  rate  increases  are  not  negotiable  by  the  Ju¬ 
diciary  as  th^  are  set  by  the  local  public  service  rate  commissions.  Secondarily,  the 
mandatoxy  aqj^tments  are  due  to  increases  in  the  volume  of  traffic  carried,  over 
loc^,  copunercial  and  FTS  inter-city  networks  related  to  the  work  of  the  court  re¬ 
quiring  increased  ac^ss  to  computer  assisted  legal  research  services  and  to  the  ex¬ 
panded  use  of  facsimile  transmission  for  time  sensitive  material. 

Question.  You  have  asked  for  a  program  increase  of  $609,000  for  commercial  long 
distance  service.  What  is  the  reason  for  this  program  increase? 

Answer.  The  propram  increase  is  required  to  pay  the  increased  cost  of  commercial 
long  distance  service  related  to  the  implementation  of  Automatic  Route  Selection 
(ARS)  eouipment  by  the  General  Services  Administration.  Whenever  a  long  distance 
call  is  placed,  the  ARS  equipment  determines  whether  it  is  more  cost  effective  to 
route  the  call  over  the  inter-city  network  or  a  commercial  long  distance  carrier. 
As  a  result,  there  is  an  increased  volume  of  traffic  being  carried  over  the  commercial 
networks  related  to  the  work  of  the  courts  that  is  above  the  rate  of  inflation  and 
cannot  be  absorbed  by  the  economies  in  FTS  inter-city  service  that  resulted  from 
the  use  of  the  ARS  equipment. 

Question.  You  have  asked  for  a  program  increase  of  $813,000  for  FTS  service. 
Please  explain  why  the  increase  is  needed. 

Answer.  The  program  increase  is  required  to  pay  recurring  costs  for  FTS  inter¬ 
city  service  associated  with  the  implementation  of  me  wide  area  network  portion  of 
the  Data  Communications  Network  (DON).  The  DCN  is  the  communications  infra¬ 
structure  upon  which  the  Judiciary’s  automation  program  is  being  built.  The  PTS 
inter-city  network  is  the  backbone  of  the  DCN.  FTS  inter-city  service  is  essential 
to  the  cost-effective  integration  of  the  local  area  networks  in  the  courts  into  a  func¬ 
tional  whole  capable  of  providing  the  level  of  national  interconnectivity  required  to 
meet  the  computing  needs  of  the  Judiciary. 


Questions  Submitted  by  Senator  Robert  C.  Byrd 

GENERAL  SERVICES  REQUIREMENTS 

Question.  What  is  the  status  of  the  documentation  required  of  the  courts  by  the 
General  services  Administration  with  regard  to  the  space  needs  of  the  courts  at  the 
new  Federal  building-Courthouses  to  be  constructed  at  Beckley  and  Wheeling,  West 
Virginia. 

Answer.  It  is  our  understanding  that  the  General  Services  Administration  has  all 
of  the  materials  it  needs  from  the  courts  for  the  Wheeling  project.  GSA  has  the  ma¬ 
jority  of  the  information  it  needs  on  Beckley  and  should  not  be  delaying  the  project. 
Some  materials  on  the  Beckley  project  were  approved  by  the  Fourth  Circuit  Judicial 
Council’s  Facilities  Committee  on  Monday,  March  7,  1994.  Action  is  pending  with 
the  full  judicial  council. 

Question.  When  will  all  of  the  documentation  be  submitted  to  the  General  Serv¬ 
ices  Administration? 

Answer.  It  is  anticipated  that  all  materials  will  be  submitted  no  later  than  the 
end  of  March  1994  ana  probably  sooner. 

Question.  What  can  be  done  to  accelerate  the  process? 

Answer.  The  Judiciary  recognizes  the  urgency  of  this  request.  The  Administrative 
Office  has  been  working  with  the  court  and  the  judicial  council’s  staff  to  ensure  the 
review  process  of  the  requirements  in  Beckley  is  completed  as  soon  as  possible. 


Questions  Submitted  by  Senator  Pete  V.  Domenici 
HOUSE  budget  committee  PLANS  TO  STAY  WITHIN  THE  CAPS 

Question.  As  you  may  know,  the  Concessional  Budget  Office  has  made  a  prelimi¬ 
nary  determination  that  the  President^  fiscal  year  1995  Budget  exceeds  the  0MB 
estimated  statutory  ceiling  on  spending  by  $3. 1  billion.  The  House  Budget  Commit¬ 
tee  is  planninj^  on  reporting  a  budget  resolution  this  week,  and  they  are  looking  at 
various  reductions  in  order  to  close  this  gap. 

According  to  a  report  in  the  “Congress  Daily,”  the  chairman  of  the  House  Budget 
Committee  may  be  proposing  a  cut  of  $360  million  for  the  budget  for  the  Judicial 
Branch.  That  would  essentially  mean  a  “hard  freeze”  in  budget  authority  for  the  Ju¬ 
diciary,  with  no  acljustments  for  inflation  and  no  program  increases. 

What  impact  would  this  have  on  the  operations  of  the  Judiciary? 

Answer.  The  Judiciary  has  been  evaluating  the  impact  of  a  proposed  reduction 
from  our  requested  fiscal  year  1996  budget.  At  the  Supreme  Court  hearing  before 
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the  House  Appropriations  Subcommittee,  it  was  discussed  that  the  House  Budget 
Committee  had  recommended  that  the  Judiciary’s  budget  authority  be  reduced  $285 
million  and  outlays  reduced  $266  million. 

Furthermore,  in  analyzing  the  Office  of  Management  and  Budget  and  the  Con> 
gressional  Budget  Office  outlay  reports,  it  was  determined  that  Sie  difference  be> 
tween  these  reports  was  $42  million.  At  this  level,  a  reduction  in  the  Judiciaiys 
budget  authority  would  not  be  necessary  as  we  believe  the  difference  is  attributable 
to  erroneous  scoring  of  bankruptcy  judges  salaries  as  “discretionary”. 

However,  if  reductions  were  $360  million  or  $285  million,  the  Judiciary  would  be 
severely  impacted.  The  total  increase  for  the  Judiciary  is  $364,295,000,  of  which 
$29,728,000  is  for  mandatory  costs  for  judges’  salaries.  Total  discretionary  increases 
requested  amount  to  $334,567,000.  If  the  $360  million  reduction  mentioned  above 
was  taken,  the  Judiciary  would  be  foixed  to  reduce  its  fiscal  year  1994  base  by  ap¬ 
proximately  $55  million. 

The  results  of  this  reduction  on  the  Judiciary  would  be: 

— no  funds  would  be  available  to  pay  inflationary  increases  or  fund  the  pay  and 
benefits  increases  for  Judiciary  employees; 

— public  access  would  be  curtailed,  limiting  access  by  the  public  and  bar  to  the 
clerks’  offices; 

— services  to  judges,  such  as  courtroom  deputy  support  would  be  limited,  resulting 
in  reduced  available  trial  time  and  increasing  backlogs  in  pending  cases; 

— constitutional  safeguards  of  due  process  in  the  judicial  forum  would  be  com¬ 
promised  as  resources,  particularly  those  for  court  reporters,  interpreters  and 
electronic  court  recording  services,  would  be  insufficient  to  meet  demands; 

— probation  and  pretrial  services  would  have  to  continue  operating  at  80  percent 
or  lower  staffing  requirements,  further  impacting  on  the  quality  of  work,  most 
notably  in  the  supervision  of  offenders  released  by  the  Courts  and  the  Bureau 
of  Prisons.  The  result  would  be  a  lack  of  attention  to  offenders  in  the  commu¬ 
nity  under  conditions  such  as  home  confinement,  community  service,  drug  and 
alcohol  treatment,  mental  health  treatment,  and  fine  and  restitution  payment; 

— the  duties  of  probation  and  pretrial  officers,  i.e.  conducing  investigations  and 
supervising  persons  in  the  community,  are  required  by  law,  however,  the  time 
constraints  for  investigations  could  cause  the  level  of  supervision  to  be  reduced 
in  order  to  accommodate  investigative  requirements; 

— total  rental  payments  to  CrSA  would  not  be  made; 

-—40  new  facilities  and  25  existing  facilities,  that  currently  have  limited  security 
because  of  insufficient  funding  in  fiscal  year  1993  and  fiscal  year  1994,  would 
operate  with  minimum  security  coverage  for  judicial  officers  and  court  person¬ 
nel; 

— automated  systems  supporting  electronic  docketing,  case  management  and 
bankruptcy  noticing  would  be  jeopardized  because  funds  would  not  be  available 
for  emergency  replacement  and  maintenance  of  these  systems; 

— pending  civil  caseloads  and  average  time  from  filing  to  disposition  would  in¬ 
crease  significantly  because  reducing  clerks  would  delay  scheduling  trials  and 
increase  the  backlog  of  pending  cases; 

— civil  trials  would  need  to  be  stopped  sometime  in  the  last  quarter  in  fiscal  year 
1995; 

— a  freeze  would  be  placed  on  panel  attorney  payments  in  early  August  denying 
a  defendant  his  or  her  right  to  counsel. 

A  reduction  of  this  magnitude  would  reverberate  throughout  the  system  and  have 
major,  visible  consequences  for  the  Judiciary,  the  public  and  the  bar. 

FULL-TIME  EQUIVALENT  (FTE)  REDUCTIONS 

Question.  As  you  know,  the  president  has  proposed  that  Federal  government  per¬ 
sonnel  be  reduced  by  252,000  full-time  equivalent  employees  over  five  years.  That 
is  a  decrease  of  over  ten  percent. 

The  Judiciary  is  exempt  from  this  reduction.  Indeed,  you  are  proposing  a  total  of 
29,102  positions  in  1995,  an  increase  of  974  over  the  1994  level. 

Do  you  believe  the  Judiciary  should  share  in  this  government- wide  FTE  reduc¬ 
tion?  If  not,  what  are  the  reasons  the  Judiciary  should  be  exempt? 

Answer.  Even  if  the  Courts’  total  reouest  for  personnel  increases  is  approved  for 
fiscal  year  1995,  the  Courts  will  only  be  operating  at  86  percent  of  the  necessary 
staffing  level  as  determined  by  its  work  measurement  formulas,  14  percent  below 
the  necessary  level.  And,  while  it  may  be  true  that  other  agencies  have  not  been 
given  sufficient  personnel  resources  to  handle  their  workload.  The  Judiciary  is 
unique  in  that  it  cannot  control  its  workload.  Nevertheless,  the  judiciary  has  taken 


181 


the  initiative  to  limit  staffing  to  86  percent  of  its  staffing  needs.  The  executive 
branch  has  not  yet  taken  such  a  measure. 

The  work  measurement  formulas  determine  the  staffing  level  necessary  in  the 
courts  based,  in  large  measure,  on  the  number  of  cases  filed  in  the  courts.  The  Con¬ 
stitution  r^uires  that  the  Coujts  handle  the  work  placed  before  it.  We  cannot  arbi- 
trarilv  decide  Uiat  because  of  funding  constraints,  only  ‘’X”  number  of  cases  will  be 
heard  or  that  after  a  certain  point,  no  additional  cases  can  be  filed. 

Furthermore,  while  the  Judiciary  is  aware  of  the  trend  in  the  executive  branch 
to  reduce  FTE  levels,  we  are  also  aware  that  this  reduction  is  not  being  shared 
equally  by  all  executive  branch  agencies.  The  President’s  fiscal  year  1995  budget  ap¬ 
pendix  indicates  staffing  increases  over  fiscal  year  1994  for  the  D^artments  of  Jus¬ 
tice,  Education,  Energy,  HUD,  and  Labor,  the  EPA,  EEOC,  and  FEMA  among  oth- 


Question,  What  impact  would  a  similar  reduction  have  on  the  operation  of  the  Ju¬ 
diciary? 

Answer.  As  stated  in  part  1  of  this  question,  the  courts’  FTE  levels  are  already 
well  below  a  factor  of  a  10  percent  reduction.  Even  if  the  courts’  total  request  for 
personnel  increases  is  approved  for  fiscal  year  1995,  the  courts  would  only  achieve 
86  percent  of  the  necessary  staffing  levels  as  determined  by  our  work  measurement 
formulas.  This  represents  a  level  which  is  14  percent  below  the  courts’  necessary 
level. 

If  the  Judiciary  was  forced  to  take  an  additional  10  percent  reduction,  some  of 
the  following  would  result: 

— public  access  hours  would  be  curtailed,  limiting  access  by  the  public  and  the 
bar; 

— constitutional  safeguards  of  due  process  in  the  judicial  forum  would  be  com¬ 
promised  as  resources,  particularly  those  for  court  reporters,  interpreters  and 
electronic  court  recording  services,  would  be  insufficient  to  meet  demands; 

— quality  control  of  court  records  would  deteriorate; 

— pro  se  litigants  would  receive  inadequate  assistance,  restricting  their  access  to 
due  process; 

— services  to  judges,  such  as  courtroom  deputy  support,  would  be  curtailed,  limit¬ 
ing  available  trial  time  and  increasing  backlogs  in  pending  cases; 

— in  probation  and  pretrial  services,  an  already  bad  situation  (i.e.,  staffing  at  80 
percent  of  requirements)  would  be  further  exacerbated  in  the  quality  of  work, 
most  notably  on  the  supervision  of  offenders  released  by  the  courts  and  the  Bu¬ 
reau  of  Prisons; 

— supervision  of  individuals  released  on  probation  would  be  further  curtailed 
which  Uien  would  impact  probation  and  pretrial  services  since  the  probation 
system  is  currently  lacking  one  third  of  the  positions  necessaiy  to  effectively  su¬ 
pervise  offenders  in  the  community; 

— a  reduction  in  staffing,  as  workload  increases,  results  in  supervision  services  de¬ 
clining  causing  an  increased  risk  to  the  public's  safety  and  greater  recidivism 
rates. 

Since  the  Federal  courts  continue  to  face  an  increasingly  demanding  caseload,  a 
further  reduction  to  FTE’s  would  result  in  both  short-term  and  long-term  implica¬ 
tions  for  effective  court  operations  at  a  time  when  the  Administration  is  expanding 
the  emphases  and  resources  committed  to  the  criminal  justice  system. 


JUDICIAL  VACANCY  RATES 

Question,  As  part  of  your  1994  budget  proposal,  you  assumed  vacancies  among  the 
816  Article  III  judgeships.  However,  there  are  currently  119  vacancies;  23  in  the 
Courts  of  Appeals,  94  in  the  District  Courte  and  2  in  the  Court  of  International 
Trade.  The  nscal  year  1995  budget  assumes  just  33  vacancies. 

Based  on  the  current  number  of  vacancies,  do  you  believe  that  the  vacancy  rate 
will  be  as  low  as  33  in  1995? 

Answer.  It  is  difficult  to  make  predictions  about  the  filling  of  judicial  vacancies. 
Our  estimates  consider  historical  data  on  numbers  of  judges  confirmed;  the  vacan¬ 
cies  which  occur  when  judges  retire,  take  senior  status,  or  die;  and  the  information 
we  receive  from  the  executive  and  legislative  branches,  which  control  the  nomina¬ 
tions  and  confirmations.  The  precise  number  of  nominees  that  are  awaiting  rec¬ 
ommendation  by  the  Justice  Department  and  the  White  House  is  not  available  to 
the  Judiciary,  but  the  Office  of  tne  White  House  Counsel  has  indicated  that  the  Ad¬ 
ministration  hopes  to  fill  all  of  the  current  119  vacancies  this  year.  This  is  the  basis 
for  the  projection  of  33  average  vacancies  for  fiscal  year  1995.  As  more  current  infor¬ 
mation  is  available  on  the  confirmations  in  fiscal  year  1994,  we  will  update  the  pro- 
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jections  based  on  the  status  of  vacancies  at  markup  and  provide  the  information  to 
the  subcommittee. 

Question,  If  vacancy  rates  do  not  improve,  wouldn’t  there  be  savings  that  could 
be  assumed  in  the  1995  budget  request?  If  so,  what  saving  could  be  made  in  the 
budget  request? 

Answer.  The  budget  request  for  fiscal  year  1995  includes  an  increase  of  $7.6  mil¬ 
lion  for  the  salaries  and  benefits  to  support  an  increase  of  56  FT£  for  Article  III 
judgeships.  If,  based  on  a  revised  projection  at  the  time  of  markup,  a  lesser  increase 
in  ^£  is  required,  a  savings  could  be  realized.  Any  estimated  savings  will  be  iden¬ 
tified  for  the  subcommittee  at  that  time. 

COURT  SECURITY 

Question,  What  is  the  relationship  of  the  request  of  the  Judiciary  to  that  of  the 
Marshals  Service  for  Court  Security? 

Answer.  The  Judiciary  request  and  the  Marshals  Service  court  security  request 
serve  two  different  purposes.  The  U.S.  Marshals  Service  fiinds  Deputy  U.S.  Mar¬ 
shals,  equipment,  rent,  telephones,  and  other  operating  expenses  associated  with 
marshals’  offices  located  in  courthouses  throughout  the  United  States.  The  primary 
mission  of  the  Deputies  is  providing  security  during  all  Federal  judicial  proceedings 
where  defendants  are  in  custody,  transporting  prisoners  to  and  fi'om  detention  facili¬ 
ties,  and  other  missions  in  support  of  this  process.  These  activities  are  fiinded 
through  the  Marshals  Service  salaries  and  expenses  (S&E)  appropriation. 

The  Judiciary  request  funds  equipment  and  contract  personnel  primarily  to  secure 
the  entrances  to  buildings  or  ju^cial  areas.  Under  a  Memorandum  of  Understand¬ 
ing,  the  U.S.  Marshals  Service  administers  tiie  Judicial  Facility  Security  Program 
for  the  Federal  judiciary.  Funding  for  this  program  is  appropriated  by  the  Congress 
to  the  Judiciary  and  transferred  to  the  U.S.  Marshals  Service.  These  funds  provide 
for  contract  Court  Security  Officers,  who  are  responsible  for  providing  physical  secu¬ 
rity  at  courthouses;  and  procurement,  installation,  and  maintenance  of  security 
equipment,  including  x-ray  machines  and  metal  detection  equipment,  duress  alarms, 
closed  circuit  television  systems,  entry  control  packages  for  judicial  chambers,  bench 
armor  in  courtrooms  and  bullet-resistant  glazing  for  windows,  and  other  construc¬ 
tion-related  costs. 

Question.  To  what  extent  does  this  bifurcation  of  resources  cause  problems  in  the 
administration  of  the  court  security  program. 

Answer.  None  whatsoever.  They  are  two  separate  and  distinct  programs  whose 
funds  are  never  commingled.  Together,  they  help  to  ensure  a  safe  and  secure  envi¬ 
ronment  for  the  Federal  judicial  process. 

GSA  RENTAL  PAYMENTS,  NEW  SPACE 

Question.  By  far  the  largest  increase  requested  by  the  Judiciary  is  $126  million 
for  “space-related”  increases.  What  are  the  components  of  this  increase? 

Answer.  The  increase  is  comprised  of  the  following  components: 

— $69.9  million  to  annualize  space  assigned  to  the  Judiciary  in  fiscal  year  1994; 

— $15.5  million  for  inflation  on  space  rental  and  related  equipment.  The  “related 
equipment”  is  sound  amplification  systems  in  courtrooms.  Of  this  requested  in¬ 
crease  $61,000  (an  inflationary  amount)  is  for  the  sound  system  equipment; 

— $29.3  million  for  new  space  to  be  assigned  in  fiscal  year  1995; 

— $23.8  million  for  furniture  in  new  space  to  be  assigned  to  the  Judiciary;  and 

— A  reduction  of  $13  million  because  GSA  reduced  the  rates  it  charges  its  tenants 
in  certain  real  estate  markets  based  on  a  reappraisal  of  the  rental  rates  it  had 
planned  to  charge  in  1995. 

Question,  How  much  is  directly  related  to  increased  rental  payments  to  the  Gen- 
erfid  Services  Administration,  and  how  much  to  furniture  and  related  equipment? 

Answer.  Approximately  $102  million  is  for  increased  rental  payments  (inflationary 
adjustments  and  new  space  to  be  assigned  to  the  Judiciary);  $23.8  million  for  fur¬ 
niture  and  $61,000  for  related  equipment. 

Question,  Do  expenditures  for  this  purpose  depend  upon  the  degree  to  which  new 
buildings  for  the  Judiciary  are  actually  available  for  occupancy  during  fiscal  year 
1996? 

Answer.  Yes.  Because  occvmancy  dates  can  change,  the  Judiciary  will  be  working 
with  the  Subcommittee’s  staff  to  ensure  the  most  accurate  occupancy  dates  and  pro¬ 
jected  rental  estimates  are  available  when  the  Judiciary’s  appropriations  bill  goes 
to  mark-up. 
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OBJECT  CLASS  EXPENDITURBS—EQUIPMENT 

Question.  Estimated  obligations  for  object  class  31,  “equipment”,  within  the  main 
account  for  the  Judicial^  are  estimated  to  be  $36,9  million  in  1^3;  $75.1  million 
in  1994;  and  $126.5  million  in  1995.  What  accounts  for  this  huge  increase  in  ex- 
penditures? 

Answer,  In  preparing  the  object  class  schedules  for  the  Salaries  and  Expenses  fls* 
cal  year  1995  Duaget  request,  the  increases  requested  for  the  automation  fund  were 
erroneously  included  in  object  class  31  rather  than  object  class  26  where  they  have 
been  historically  reported.  Separate  schedules  are  prepared  for  the  Automation 
Fund  showing  the  object  class  accounting  of  moneys  in  the  fund.  A  detailed  account¬ 
ing  of  the  correct  amounts  for  object  class  31  follows: 


Description 

Fiscal  year— 

1993 

1994 

1995 

Telephone  equipment . 

.  $1,918 

$5,501 

$6,589 

General  equipment . 

.  1,330 

6,217 

7,614 

Furniture . 

.  4.211 

21,082 

35,932 

Lawbooks . 

.  26,937 

29,109 

31,191 

Sound  system  equipment . 

.  2,535 

2,327 

2,522 

Subtotal . 

.  36,931 

64,236 

83,848 

No-year  funds  . 

10.867  .... 

Total . 

.  36,931 

75,103 

83,848 

While  the  increase  from  fiscal  year  1993  to  fiscal  year  1994  appears  significant, 
it  is  important  to  note  that  the  fiscal  year  1993  amount  is  a  significant  reduction 
from  the  fiscal  year  1992  level.  In  fisc^  year  1992,  the  amount  obligated  in  object 
class  31  was  $62  million.  In  fiscal  year  1993,  concerned  with  a  low  appropriation, 
the  Judiciary  purposely  withheld  funds  in  object  class  31,  mainly  in  the  furniture 
and  telephone  equipment  areas,  in  order  to  conserve  funds  for  emergency  needs.  In 
fiscal  year  1994,  it  is  necessary  to  replenish  the  funds  in  this  object  class  in  order 
to  meet  critical  needs  of  the  courts,  including  equipping  new  buildings  that  have 
come  on  inventory. 

The  increase  between  fiscal  year  1994  and  fiscal  year  1995  is  comprised  primarily 
of  inflationary  increases  ($13,876,000),  furniture  costs  associated  with  new  court¬ 
houses  designed  for  system  furniture,  and  equipment  costs  associated  with  new  po¬ 
sitions  being  requested. 


JUDICIARY  AUTOMATION  FUND 

Question.  The  Judiciary  Automation  Fund  is  used  to  finance  automation  activities 
in  the  Federal  judiciary.  It  consists  primarily  of  appropriated  funds. 

In  1993  you  obligated  $53.4  million  through  this  fund.  At  the  end  of  the  year, 
$14.1  million  carried  over  into  1994,  and  estimated  obligations  are  $68.7  million. 
Obligations  in  1995  are  estimated  at  $92.6  million. 

V^at  accounts  for  this  huge  growth  in  expenditures  over  a  two-year  period? 

Can  we  assume  a  similar  carryover  from  1994  into  1995?  If  so,  do  you  need  the 
increase  in  automation  expenses  of  $12.7  million  that  is  requested  in  the  primary 
juiciary  account? 

Answer.  There  was  only  a  9.9  percent  growth  from  fiscal  year  1993  to  fiscal  year 
1994.  In  fiscal  year  1993,  $62.5  million  was  available  for  automation.  All  of  the 
funds  were  scheduled  to  be  obligated  in  fiscal  year  1993  for  requirements  contained 
in  the  Lon^  Range  Plan.  Despite  the  Plan,  $14.1  million  was  not  obligated  because 
the  obligating  documents  were  not  completed  properly  before  the  end  of  the  fiscal 
year.  As  the  requirements  contained  in  the  Plan  remain  valid,  the  funds  were  car¬ 
ried  over  to  fiscal  year  1994  to  be  spent  in  accordance  with  their  original  intent. 

From  fiscal  year  1994  to  fiscal  year  1995,  a  growth  of  34.8  percent  is  projected. 
This  growth  is  principally  due  to  increased  operating  costs  associated  with  providing 
computer  assisted  legal  research  sei  s  to  the  courts  (Westlaw/LEXIS)  and  to  t^e 
cost  of  replacing  obsmete  office  automuvion  equipment  that  no  longer  meets  the  min¬ 
imum  needs  of  the  court  users.  The  fiscal  year  1995  reauest  also  contains  funds  for 
the  completion  or  expansion  of  ongoing  programs  including  replacement  of  the  per¬ 
sonnel/payroll  system,  replacement  of  the  financial  system,  expansion  of  the  Proba¬ 
tion  and  Pretrial  Services  Automated  Case  Tracking  System  (PACTS)  to  the  remain- 
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ing  districts,  installation  of  an  integrated  library  sv^tom  in  the  circuit  courts,  and 
expansion  or  the  data  communications  network  to  district  and  bankruptcy  court  lo¬ 
cations.  No  funds  included  in  the  request  are  for  the  purpose  of  beginning  new  pro¬ 
grams. 

No.  As  stated  above,  the  fiscal  year  1993  carryover  of  $14.1  million  occurred  be¬ 
cause  the  obligating  documents  were  not  completed  properly  before  the  end  of  the 
fiscal  year.  This  wul  not  happen  again  as  new  financial  management  procedures 
have  been  put  into  effect  to  assure  that  all  documentation  is  completed  properly 
prior  to  the  end  of  the  fiscal  year. 

Question.  According  to  the  General  Accounting  Office,  there  are  28,000  personal 
computers  in  the  Judiciary;  that’s  almost  one  per  employee.  Is  that  an  accurate 
count? 

Answer,  Yes,  there  are  approximately  28,000  personal  computers  (PC’s)  in  the  Ju¬ 
diciary.  This  is  a  reflection  of  the  judiciary’s  goal  set  forth  in  the  Long  Range  Plan 
for  Automation  in  the  Federal  JudSciary  to  acnieve  a  one-to-one  ratio  of  PC’s  for  all 
court  personnel  who  need  them  to  accomplish  their  work.  Additionally,  the  PC’s  in¬ 
stalled  include  common-use  PC’s  such  as  those  used  for  training,  servers,  libraries, 
as  well  as  l^top  PC's  used  for  travel.  The  Administrative  Office  keeps  an  Office 
Automation  (Jertification  Database  which  tracks  the  number  of  PC’s  installed  in  the 
courts.  This  database  is  updated  continuously. 

Question.  If  so,  shouldn’t  we  put  a  freeze  on  acquisition  of  personal  computers 
until  we  develop  a  rational  policy  for  procurement,  disbursement,  and  use? 

Answer.  No,  a  freeze  should  not  be  imposed  as  a  rational  policy  for  procurement, 
disbursement,  and  use  already  exists.  Of  the  28,000  personal  computers  (PC’s)  that 
are  installed  in  the  courts,  approximately  4,000  are  currently  five  or  more  years  old. 
By  fiscal  year  1995,  this  number  will  increase  to  approximately  10,000.  This  older 
equipment,  mostly  PC/286’8,  will  be  replaced  primanly  with  PC/486  technology.  Re¬ 
placement  of  this  equipment  is  vital  to  the  courts  in  order  to  achieve  the  minimally 
acceptable  level  of  automation  necessary  to  produce  systems  capable  of  handling  re¬ 
quired  intra-circuit  communications  and  enhanced  case  management,  and  that  will 
assist  judges,  clerks  office  staff,  and  probation  and  pretrial  services  offices  to  cope 
with  increased  case  loads  in  the  courts.  Additionally,  without  a  cyclical  replacement 
program,  maintenance  costs  for  office  automation  equipment  that  is  obsolete  or  ir¬ 
reparable  would  increase  considerably.  Moreover,  court  personnel  will  lose  the  use 
of  these  tools  to  accomplish  their  day-to-day  operations. 

No  net  increase  in  the  number  of  PC’s  acquired  by  the  courts  is  expected  to  result 
from  the  cyclical  replacement  program. 

ECONOMY  SUBCOMMITTEE 

Question.  Last  year  the  Judiciary,  with  the  full  support  of  this  Subcommittee,  es¬ 
tablished  the  Econonw  Subcommittee  which  reports  to  the  Budget  Committee  of  the 
Judicial  Conference.  The  Subcommittee’s  responsibility  is  to  oversee  efforts  at  great¬ 
er  fiscal  accountability  and  efficiency. 

Although  they  have  only  been  working  a  short  time,  has  the  Subcommittee  had 
an  impact  on  your  operations  in  1994,  and  on  the  1995  budget  request  for  the  Judi¬ 
ciary? 

Answer.  Although  the  Subcommittee  was  only  approved  by  the  Judicial  Con¬ 
ference  in  its  ^ptember  1993  Session,  the  premise  or  its  underlying  philosophy  was 
implemented  much  earlier.  For  example,  at  the  July  1993,  Budget  Committee  meet¬ 
ing  considering  the  courts’  fiscal  year  1995  budget,  Jud^e  Owen  M.  Panner,  who  co¬ 
chairs  the  Economy  Subcommittee  along  with  Judge  William  G.  Young,  was  instru¬ 
mental  in  reducing  line  committee  requests  by  $225  million.  This  kind  of  rigorous 
scrutiny  of  requests  being  made  by  program  committees  will  continue  to  be  the 
norm  in  the  future. 

The  Economy  Subcommittee  is  also  impacting  operations  in  fiscal  year  1994.  As 
a  result  of  the  Subcommittee’s  first  meeting  on  November  18,  1994,  many  issues 
have  been  identified  for  analyses.  For  exeunple,  whereas  in  the  past,  we  have  had 
work  measurement  formulas  that  simply  reflect  the  average  time  that  people  take 
to  perform  a  specified  task,  we  are  now  attempting  to  identify  a  methodology  to  de¬ 
termine  what  IS  the  most  efficient  way  to  accomplish  a  task  and  to  incorporate  such 
efficiencies  within  the  formulas  themselves. 

SUBCOMMITTEE  RECESS 

Senator  Hollings.  That  will  end  the  hearing  this  morning.  We 
will  meet  on  March  23  to  hear  Attorney  General  Reno. 

Judge  Arnold.  Thank  you,  sir. 


if'': 
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<i;-  Mt.  Mecham.  Thank  you,  Mr.  Chairman, 
y;  Judge  Walker.  Thank  you,  Mr.  Chairman. 

^  Senator  Hollings.  Thank  you. 

iy  [Whereupon,  at  11;36  a.m.,  Thursday,  March  3,  the  subcommit* 
tee  was  recessed,  to  reconvene  at  10  a.m.,  Wednesday,  March  23.] 
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PREPARED  STATEMENTS 

Senator  Hollings.  Today,  the  subcommittee  will  hear  testimony 
from  Secretary  Brown  on  the  fiscal  year  1995  Commerce  Depart¬ 
ment  budget.  For  fiscal  year  1996,  the  President’s  budget  requests 
appropriations  totaling  $4.2  billion,  an  increase  of  $552  million 
above  this  year’s  level. 
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Mr.  Secretary,  we  welcome  you.  And  we  will  include  your  state¬ 
ment  in  its  entirety  in  the  record  along  with  a  statement  submitted 
by  Senator  Lautenberg,  and  you  can  deliver  it  or  highlight  it  as  you 
wish. 

[The  statements  follow:] 

Statement  of  Ronald  H.  Brown 

Mr.  Chaiman  and  members  of  the  Subcommittee,  it  is  with  mat  pleasure  that 
I  appeal'  this  morning  to  testify  on  behalf  of  the  President’s  fiscm  year  1995  budget 
for  the  Department  of  Commerce.  The  President’s  fiscal  year  1995  budget  request 
is  for  $4.2  billion,  an  increase  of  $654  million  from  the  fiscal  year  1994  level  of 
$3,576  billion. 

Mr.  Chairman,  the  President’s  budget  request  is  more  than  a  fiscal  document — 
it  points  the  way,  as  well,  towards  the  renaissance  of  the  Department  of  Commerce. 

In  his  State  of  the  Union  message,  the  President  pledged  to  continue  our  national 
journey  of  renewed  and  expanded  economic  opportunity  and  job  creation  for  the 
American  people.  The  mission  of  the  Department  of  Commerce  fs  central  to  our  suc¬ 
cessful  completion  of  that  ioumey. 

Consider  the  responsibilities  we  have  been  mven.  In  his  State  of  the  Union  mes¬ 
sage,  the  President  talked  about  our  National  Export  Strategy,  about  the  need  to 
invest  more  in  civilian  technolo^,  about  building  the  National  Information  Infra¬ 
structure,  about  sustainable  industrial  and  business  development,  about  positive 
management  of  our  environmental  resources,  and  about  the  kind  of  work  in  eco¬ 
nomic  development  that  is  symbolized  by  our  efforts  to  assist  economically  dis¬ 
tressed  urban  and  rural  communities  and  our  defense  conversion  efforts. 

For  next  year,  the  President’s  budget  requests  an  18  percent  increase  for  Com¬ 
merce — and  this  comes  at  a  time  when  overall  Federal  discretionary  spending  is  re¬ 
maining  essentially  level.  The  increase  clearly  reflects  a  vote  of  confidence  in  the 
Department,  as  well  as  recognition  that  we  play  a  vital  role  in  pursuing  the  Presi¬ 
dent’s  economic  agenda. 

The  vision  of  our  fiscal  year  1995  budget  is  based  on  the  solid  foundation  provided 
by  the  Subcommittee,  and  by  the  Congress,  for  fiscal  year  1994.  For  the  current  fis- 
cm  year,  you  actually  provided  more  funding  than  the  Administration  had  re¬ 
quested,  mostly  due  to  greater  funding  for  our  defense  conversion  efforts. 

Your  actions  complement  the  President’s  belief  in  a  federal  government  that 
works  in  partnership  with  the  private  sector  to  produce  concrete  results  for  our 
economy.  This  relationship  marks  a  departure  from  the  recent  past,  where  the  fed¬ 
eral  government’s  detachment  from  the  private  sector  drove  Commerce's  budget 
down — the  fiscal  year  1993  budget  was  less  in  constant  dollars  than  it  was  in  1980. 

Mr.  Chairman,  our  fiscal  year  1995  budget  will  extend  the  support  shown  by  tlie 
President  and  the  Congress,  by  focusing  Commerce  resources  in  five  cross-cutting 
themes:  Civilian  Technology,  Export  Growth  and  our  National  Export  Strategy,  Eco¬ 
nomic  Development,  Environmental  Stewardship  and  Assessment,  and  the  Economic 
Information  Infrastructure, 

These  themes  work  in  harmony  to  define  the  role  that  Commerce  is  playing  in 
helping  America’s  businesses,  communities,  and  workers.  In  my  oral  testimony,  let 
me  note  just  a  few  of  the  highlights. 

First,  Civilian  Technology,  ftesident  Clinton’s  technolo^  policy  recognizes  that 
our  past  technolo^  efforts  are  no  longer  adequate.  The  Nation  urgently  needs  im¬ 
proved  strategies  Tor  govemment/industry  cooperation  in  the  support  of  industrial 
technology. 

Our  fiscal  year  1996  budget  meets  that  challenge.  For  the  Technology  Administra¬ 
tion,  we  are  requesting  a  total  of  almost  $1  billion.  Specifically,  we  request  addi¬ 
tional  funding  to  promote  economic  growth  by:  stimulating  new  pre-competitive 
technology  through  the  Advanced  Technology  Program  (ATP);  establishing  a  nation¬ 
wide  network  of  manufacturing  extension  centers  through  the  Manufacturing  Exten¬ 
sion  Partnership  program  (MEP);  and  providing^additional  support  for  the  Office  of 
the  Under  Secretary  for  Technology  and  the  Cfece  of  Technolq^  Policy  to  support 
her  work  as  she  assumes  the  additional  responsibilities  for  coordinating  the  Aamin- 
istration’s  Partnership  for  a  New  Generation  of  Vehicles  Initiative,  and  for  chairing 
the  new  Civilian  Industrial  Technology  Committee  of  the  National  Science  ana 
Technology  Council. 

In  addition,  the  National  Telecommunications  and  Information  Administration 
(NTIA)  requests  $134  million,  a  $63  million  increase,  for  the  National  Information 
Infrastructure  (Nil).  Just  this  week  we  announced  the  beginning  of  the  process  to 
award  the  grants  included  in  our  fiscal  year  1994  budget.  This  program — ^and  its 
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growth — ^is  an  important  part  of  the  Administration's  stratepr  towards  the  informa¬ 
tion  highways — and  towards  ensuring  that  those  high-tccn  highways  are  a  path 
linking  Americans  and  not  a  barrier  keeping  information  “haves”  from  information 
“have  nets”. 

Second,  Export  Growth.  The  Trade  Promotion  Coordinating  Committee  (TPCC), 
\which  I  chair,  has  launched  the  National  Export  Strategy.  In  the  short  term,  in  fact, 
increased  exports  may  be  the  best  means  we  have  of  ooosting  job  creation  in  the 
United  States.  We  believe  that  U.S.  exports  can  reach  $1  trillion  by  the  start  of  the 
next  decade,  producing  six  million  new  jobs.  Trade  issues  and  export  growth  are  pri¬ 
or^  areas  for  us. 

Tne  largest  single  item  in  this  area  will  go  directly  towards  reaching  the  goal  of 
our  National  Export  Strategy.  That  is  a  $13  million  increase  for  ITA,  to  enhance 
our  network  of  trade  specialists,  expand  opportunities  for  American  exporters  in 
critical  growth  markets,  and  use  exports  to  facilitate  the  transition  from  defense 
production  to  commercial  marketing.  This  includes  support  for  the  export  of  environ¬ 
mental  technologies,  which  I  mentioned  in  my  discussion  of  Civilian  Technology 
theme. 

Third,  Economic  Development.  Re-invigorating  both  the  Economic  Development 
Administration  (EDA)  and  the  Minority  Business  Development  Agency  (MBDA)  is 
crucial  to  assisting  distressed  American  communities  and  businesses. 

That  is  why  EUA  requests  $140  million  to  find  alternative  uses  for  closing  or 
shrinking  Department  of  Defense,  Department  of  Energy,  and  major  contractor  fa¬ 
cilities,  and  to  return  these  areas  to  a  self-sustaining  footing. 

EDA  also  seeks  $50  million  in  budget  authority  to  support  a  $269  million  loan 
guarantee  program  to  fill  the  gap  in  current  federal  cre^t  programs  for  business 
development.  These  loan  guarantees  will  leverage  limited  federal  dollars  to  local, 
state,  and  non-profit  organizations  which  have  other  reserves  that  can  be  used  to 
facilitate  business  activity  and  development  in  distressed  areas.  EDA  will  work  with 
governmental  and  not-for-profit  entities  to  provide  assistance  that  leads  to  long-term 
job  creation.  This  program  will  give  EDA  another  tool  in  their  comprehensive  ap¬ 
proach  to  community  assistance,  which  already  provides  for  public  works  and  eco¬ 
nomic  adjustment  assistance. 

This  new  program  will  provide  additional  resources  that  will  work  in  lea^e  with 
our  current  efforts,  including:  grants  for  public  works  and  development  facilities; 
planning  and  coordination  grants  for  communities;  technical  assistano?  grants,  in¬ 
duing  the  University  Center  pn^am;  economic  and  industrial  trends  research; 
and,  economic  a4justment  grants.  Our  efforts  support  rural  and  urban  co.’nmunities 
alike. 

The  final  phase  of  our  economic  development  package  will  be  provided  by  the 
MBDA,  which  requests  a  $2  million  increase  for  an  additional  Minority  Enterprise 
Growth  Assistance  (MEGA)  Center  and  to  improve  access  for  minority  firms  to  cap¬ 
ital  and  federal  procurement  opportunities. 

Fourth,  Environmental  Stewardship  and  Assessment.  This  Administration  is  com¬ 
mitted  to  an  environmental  strategy  that  promotes  sustainable  development  and  re¬ 
jects  the  need  for  false  choices  between  environmental  goals  and  economic  health. 
NOAA,  the  Department's  largest  component,  promotes  stewardship  of  the  global  en¬ 
vironment  by  managing  natural  resources  and  monitoring  and  predicting  changes 
in  the  Earth's  environment.  This  enables  us  to  link  trade,  development,  and  tech¬ 


nology  with  environmental  issues. 

NOAA  requests  a  $52.2  million  increase  to  build  sustainable  fisheries  through 
new  management  and  recovery  plans.  NOAA  will  also  promote  coast€d  ecosystem 
health  through  improved  management  techniques,  and  will  modernize  navigation 
and  positioning  services.  These  efforts  have  the  potential  to  add  300,0()0  jobs  and 
an  $8  billion  increase  to  our  Gross  Domestic  Product  by  the  end  of  the  decade. 

NOAA's  environmental  assessment  and  prediction  activities  comprise  the  majority 
of  that  bureau’s  activities  and  are  the  source  of  its  largest  increase,  $78.2  million, 
to  continue  the  modernization  of  the  Weather  Service,  and  expand  Climate  and 
Global  Change  Research. 

NOAA's  $170.6  million  decrease  from  fiscal  year  1994  largely  reflecte  changing  in¬ 
frastructure  requirements.  Current  activities  regarding  fleet  modernization  ana  fa¬ 
cility  maintenance  and  construction  will  continue,  but  at  lower  levels.  This  is  due 
primarily  to  reduced  requirements  for  Weather  Forecast  Office  (WFO)  construction 
and  non-recurring  projects.  _  ^  . 

Fifth,  Economic  Information  Infrastructure  Initiative.  Political  and  economic  dea- 
.sion-making  depend  on  quality  economic  information,  and  American  business  and 
industry  needs  information  as  much  as  it  needs  labor  and  materi^s.  But,  our  data 
are  weakest  in  areas  where  economic  change  has  been  most  dynamic. 
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I  see  a  number  of  areas  where  improved  statistics  are  essential  to  the  nation's 
economic  wellbeing.  That  is  what  our  budget  request  would  achieve. 

We  are  also  seeing  additional  funds  for  2000  Decennial  Census  planning,  to  im¬ 
prove  the  accuracy  or  the  count  and  strive  to  keep  real  costs  at  or  below  the  level 
of  the  1990  census,  including  testing  in  1995  of  a  variety  of  basic  changes  in  how 
the  census  may  be  conducted. 

All  of  the  themes  IVe  spoken  about — our  program  missions  and  the  ways  we're 
mana^ng  the  Department  to  implement  those  themes — work  in  harmony  to  define 
the  critical  role  that  this  new  and  renewed  Department  of  Commerce  w^l  play  in 
helping  America's  businesses,  communities,  ana  workers  make  the  journey  of  eco¬ 
nomic  renewal. 

Our  message  is  clear.  This  budget  request  reflects  a  vote  of  confidence  in  the  De¬ 
partment  of  Commerce  and  a  recognition  of  the  central  role  that  the  Department 
18  playing  in  pursuing  the  economic  themes  that  the  President  voiced  in  his  State 
of  the  Union  message. 

I  would  be  happy  to  answer  any  questions  you  may  have  about  our  fiscal  year 
1995  budget  request. 


Statement  of  Senator  Frank  R.  Lautenberg 

I  would  like  to  thank  both  the  Chairman  for  convening  this  hearing  and  Secretary 
Brown  for  testi^ng  this  morning  on  the  President’s  fiscal  year  1995  budget  for  the 
D^artment  of  Commerce. 

During  his  State  of  the  Union  Address,  the  President  talked  of  programs  that 
would  lead  the  United  States  into  the  next  centupr,  emphasizing  government-indus¬ 
try  partnerships,  increased  export  opportunities,  and  the  information  super¬ 
highways.  I  am  pleased  that  the  President’s  fiscal  year  1996  budget  for  the  Depart¬ 
ment  of  Commerce  reflects  such  a  commitment  toward  greater  economic  develop¬ 
ment  and  job  creation. 

During  past  Administrations,  the  resources  available  from  the  Commerce  Depart¬ 
ment  to  the  private  sector  were  few  and  those  that  did  exist  were  not  user-friendly. 
The  President  and  Secretary  Brown  have,  in  one  year,  made  more  progress  in  in¬ 
creasing  the  accessibility  of  the  Department  to  businesses  than  was  done  during  the 
last  twelve  years. 

Increasing  export  opportunities  is  an  effective  and  relatively  simple  means  of  cre¬ 
ating  jobs.  A  recent  report  of  the  Trade  Promotion  Coordinating  Committee  (TPCC) 
stated  that  exports  of  U.S.  goods  and  services  could  reach  $1  trillion  by  the  turn 
of  the  century  and  could  produce  over  six  million  new  jobs.  Even  if  these  numbers 
prove  to  be  overly-optimistic,  exports  will  be  the  primary  vehicle  for  job  creation 
through  the  next  decade.  The  proposed  increase  in  the  budgets  for  the  International 
Trade  Administration  and  the  Bureau  of  Export  Administration  underscores  the  im¬ 
portance  of  exports  to  the  United  States  and  this  should  likewise  be  recognized  by 
Congress. 

I  would  like  to  commend  the  Secretary  for  recognizing  the  importance  of  environ¬ 
mental  technology.  The  Department  has  requested  $4.1  million  to  promote  exports 
of  products  and  services  which  utilize  such  technology.  Given  that  environmental 
technologies  have  an  estimated  market  share  of  $200  to  $300  million,  I  believe  that 
this  money  would  be  well-spent. 

Revamping  both  the  Economic  Development  Administration  and  the  Minority 
Business  Development  Agency  are  critical  for  rebuilding  our  socially  and  econonu- 
cally  disadvantaged  communities.  Furthermore,  it  is  necessary  that  the  Department 
have  sufficient  funds  to  assist  those  communities  impacted  by  base  closures  and  De¬ 
partment  of  Defense  procurement  cutbacks.  I  am  confident  that  Congress  will  recog¬ 
nize  the  continued  need  for  such  funding. 

Clearly  the  Department  needs  to  take  a  more  active  role  in  promoting  steward¬ 
ship  of  our  environment  through  better  management  of  the  Nation's  natural  re¬ 
sources  than  was  done  by  past  Administrations.  However,  it  is  not  clear  to  me  that 
in  a  time  of  curtailed  discretionary  spending,  the  National  Oceanic  and  Atmospheric 
Administration  (NOAA)  needs  $1.25  Tbillion  to  better  assess  and  predict  the  weather. 
Ill  be  looking  closely  at  the  $78.2  million  increase  in  this  area. 

I  am  also  not  sure  whether  the  President’s  Economic  Information  Infirastructure 
Initiative  should  be  funded  at  $358.8  million  in  fiscal  year  1995.  It  is  important  to 
have  accurate  economic  statistics  upon  which  to  base  our  monetary  policy  and  the 
I^partment's  efforts  to  improve  accurate  information  gathering  should  be  praised. 
Yet,  I  need  to  be  persuaded  that  such  a  large  increase  for  fiscal  year  1995  is  vital 
to  reach  this  goal. 
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Again,  1  would  like  to  thank  Secretary  Brown  for  appearing  here  this  morning 
and  I  look  forward  to  your  testimony. 

OPENING  REMARKS 

Secretary  Brown.  Thank  you,  Mr.  Chairman.  I  think  I  will  high¬ 
light  it,  but  I  would  be  remiss  in  beginning  my  remarks  without 
expressing  my  appreciation  and  latitude  to  you  for  your  Hercu¬ 
lean  efforts  in  guiding  Senate  bill  4,  the  Competitiveness  Act  of 
1994,  through  the  Senate. 

Senator  noLLiNGS.  I  had  to  guide  you,  not  the  actors.  [Laughter.] 

Secretary  Brown.  We  were  helping  each  other,  both  talWng  to 
each  other  and  talking  to  Members  of  the  Senate.  We  got  it  done. 

Senator  Rollings.  Well,  we  appreciate  it.  It  was  an  outstanding 
initiative,  and  we  will  get  it  going.  And  we  have  our  distinguished 
friend,  Ted  Stevens,  the  Senator  from  Alaska,  and  others  helping. 

Secretary  Brown.  We  certainly  did.  It  is  obviously  a  pleasure  to 
appear  before  the  committee  today  on  behalf  of  the  President’s  fis¬ 
cal  year  1995  budget  for  the  Department  of  Commerce.  The  Presi¬ 
dent’s  fiscal  year  1995  budget  request  is  for  $4.2  billion,  which  is 
an  increase  of  $654  million  from  fiscal  year  1994  levels. 

The  President’s  budget  request,  we  believe,  is  more  than  just  a 
fiscal  document.  It  points  the  way,  as  well,  toward  the  renaissance 
of  the  Commerce  Department.  In  his  State  of  the  Union  Message, 
the  President  pledged  to  continue  our  national  journey  of  renewed 
and  expanded  economic  opportunity  and  job  creation  for  all  the 
American  people. 

department  of  commerce  mission 

The  mission  of  the  Department  of  Commerce  is  absolutely  essen¬ 
tial  to  our  successful  completion  of  that  journey.  I  think,  for  the 
moment,  we  ought  to  consider  the  responsibilities  that  the  Com¬ 
merce  Department  has  been  given.  In  his  State  of  the  Union  Mes¬ 
sage,  the  President  highlighted  our  national  export  strategy. 

He  talked  about  the  need  to  invest  more  in  civilian  technology, 
about  building  the  national  information  infrastructure,  about  sus¬ 
tainable  industrial  and  business  development,  about  positive  man¬ 
agement*  of  our  environmental  resources,  and  about  the  kind  of 
work  and  economic  development  that  has  symbolized  our  efforts  to 
assist  economically  distressed  urban  and  rural  communities,  and 
our  defense  conversion  efforts. 

For  next  year,  the  President’s  budget  requests  an  18-percent  in¬ 
crease  for  the  Commerce  Department.  And  obviously  this  comes  at 
a  time  when  overall  Federal  discretionary  spending  is  remaining 
essentially  level.  The  increase  clearly  reflects,  we  believe,  a  vote  of 
confidence  in  the  Department,  as  well  as  recognition  that  we  play 
a  vital  role  in  pursuing  the  President’s  economic  agenda. 

The  vision  of  our  1995  budget  is  based  on  the  solid  foundation 
provided  by  this  subcommittee  and  by  the  Congress  for  fiscal  year 
1994.  For  the  current  year,  you  actually  provided  more  funding 
than  the  administration  had  requested,  mostly  due  to  greater  fund¬ 
ing  for  our  defense  conversion  efforts. 

Your  actions  complement  the  President’s  belief  in  a  Federal  Gov¬ 
ernment  that  works  in  partnership  with  the  private  sector  to 
produce  concrete  results  for  our  economy. 
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Mr.  Chairman,  our  fiscal  year  1995  budget  will  extend  the  sup¬ 
port  shown  by  the  President  and  the  Congress  by  focusing  Com¬ 
merce  resources  in  five  cost-cutting  themes:  civilian  technology  ex¬ 
port  growth  and  our  national  export  strategy,  economic  develop¬ 
ment,  environmental  stewardship  and  assessment,  and  our  eco¬ 
nomic  information  infrastructure. 

These  themes  work  in  harmony  to  define  the  role  that  Commerce 
is  pla3dng  to  help  America’s  businesses,  to  help  America’s  commu¬ 
nities,  and  to  help  America’s  workers. 

CIVILIAN  TECHNOLOGY 

In  my  oral  testimony  this  morning,  I  would  like  to  note  just  a 
few  of  the  highlights.  First,  in  the  area  of  civilian  technology,  Presi¬ 
dent  Clinton’s  technology  policy  recognizes  that  our  best  technology 
efforts  are  no  longer  adequate.  The  Nation  urgently  needs  Im¬ 
proved  strategies  for  Gk)vemment/industry  cooperation  in  the  sup¬ 
port  of  industrial  technology.  And  that  is  why  I  began  this  session 
this  morning  talking  about  the  Senate  action  on  Senate  bill  4, 
which  is  an  important  part  of  this  effort. 

Our  fiscal  year  1995  budget  meets  that  challenge. 

TECHNOLOGY  ADMINISTRATION 

For  the  Technology  Administration  we  are  requesting  a  total  of 
almost  $1  billion. 

Specifically,  we  request  additional  funding  to  promote  economic 
growth  by  stimulating  new,  precompetitive  technology  through  the 
ATP  program,  by  establishing  a  network  of  nationwide  manufactur¬ 
ing  extension  centers  through  the  Manufacturing  Extension  Part¬ 
nership  Program,  by  prc  /iding  additional  support  for  the  Office  of 
the  Under  Secretary  for  Technology  and  the  Office  of  Technology 
Policy  to  support  her  work  as  she  assumes  the  additional  respon¬ 
sibilities  for  coordinating  the  administration’s  partnership  for  a 
new  generation  of  vehicles  initiative,  and  for  chairing  the  new  Ci¬ 
vilian  Industrial  Technology  Committee  of  the  National  Science 
and  Technology  Council. 

In  addition,  the  National  Telecommunications  and  Infm-rnation 
Administration  requests  $134  million,  an  overall  increase  of  $63 
million. 

Just  last  week,  announced  the  beginning  of  the  process  to 
award  the  grants  included  in  our  fiscal  year  1994  budget.  This  pro¬ 
gram  and  its  growth  is  an  important  part  of  the  administration’s 
strategy  toward  the  information  superhighways  and  toward  ensur¬ 
ing  that  those  high-tech  highways  are  a  path  that  links  Americans 
and  not  a  barrier  to  keeping  information  haves  from  information 
have-nots. 


EXPORT  GROWTH 

Second  is  the  area  of  export  growth.  Mr.  Chairman,  members  of 
the  committee,  the  Trade  Promotion  Coordinating  Committee, 
which,  as  you  know,  I  have  the  honor  and  privilege  to  chair,  has 
launched  the  national  export  strategy,  which  was  announced  by  the 
President  last  September.  In  the  short  term,  in  fact,  increased  ex- 
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ports  may  be  the  best  means  we  have  of  boosting  job  creation  in 
the  United  States. 

We  believe  that  American  exports  can  reach  $1  trillion  by  the 
turn  of  the  century,  producing  6  million  new  jobs  for  the  American 
people.  Trade  issues  and  export  growth  are  priority  areas  for  us. 
The  fact  is  that  American  exports  equal  American  jobs.  The  largest 
single  item  in  this  area  will  go  directly  toward  reaching  the  goal 
of  our  national  export  strategy.  That  is  a  $13  million  increase  for 
the  International  'Frade  Administration  to  enhance  our  network  of 
trade  specialists,  to  expand  opportunities  for  American  exporters  in 
critical  growth  markets,  and  to  use  exports  to  facilitate  the  transi¬ 
tion  from  defense  production  to  commercial  marketing. 

This  includes  support  for  the  export  of  environmental  tech¬ 
nologies,  an  area  in  which  our  Nation  has  the  lead.  And  it  is  part 
of  what  I  mentioned  in  my  discussion  about  civilian  technology. 

ECONOMIC  DEVELOPMENT 

Third,  Mr.  Chairman  and  members  of  the  committee,  is  the  area 
of  economic  development.  Reinvigorating  both  the  Economic  Devel¬ 
opment  Administration  and  the  Minority  Business  Development 
Agency  is  crucial  to  assisting  distressed  communities  and  busi¬ 
nesses  located  in  both  urban  and  rural  areas.  And  that  is  why  EDA 
requests  $140  million  to  find  alternative  uses  for  closing  or  shrink¬ 
ing  Department  of  Defense,  Department  of  Energy,  and  msyor  con¬ 
tractor  facilities,  and  to  return  these  areas  to  a  self-sustaining  foot- 
ing. 

EDA  also  seeks  $50  million  in  budget  authority  to  support  a  $269 
million  loan  guarantee  program  to  fill  the  gap  in  current  Federal 
credit  programs  for  business  development.  Loan  guarantees,  we  be¬ 
lieve,  will  leverage  limited  Federal  dollars  to  local,  State,  and  non¬ 
profit  organizations,  which  have  other  reserves  that  can  be  used  to 
facilitate  business  activity  and  development  in  these  distressed 
areas. 

EDA  will  work  with  governmental  and  not-for-profit  entities  to 
provide  assistance  that  leads  to  long-term  job  creation.  This  will 
give  EDA  another  tool  in  their  comprehensive  approach  to  commu¬ 
nity  assistance,  which  already  provides  for  public  works  and  eco¬ 
nomic  adjustment  assistance. 

This  new  program  will  provide  additional  resources  that  will 
work  in  league  with  our  current  efforts,  including  grants  for  public 
works  and  development  facilities,  planning  and  coordination  grants 
for  communities,  technical  assistance  grants,  including  the  univer¬ 
sity  center  program  in  economic  and  industrial  trends  research  and 
economic  adjustment  grants. 

Our  efforts  support  rural  and  urban  communities  alike. 

The  final  phase  of  our  economic  development  package  will  be  pro¬ 
vided  by  MBDA,  the  Minority  Business  Development  Agency, 
which  requested  a  $2  million  increase  for  an  additional  Minority 
Enterprise  Growth  Assistance  Center,  called  a  Megacenter,  and  to 
improve  access  of  minority  firms  to  capital  and  Federal  procure¬ 
ment  opportunity. 
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ENVIRONMENTAL  STEWARDSHIP  AND  ASSESSMENT 

Fourth  is  the  area  of  environmental  stewardship  and  assessment. 
This  administration  is  committed  to  an  environmental  strategy 
that  promotes  sustainable  development  and  rejects  the  need  for 
false  choices  between  environmental  goals  and  economic  health. 

We  think  that  the  Commerce  Department  can  play  a  lead  role  in 
the  area  of  sustainable  development  because  the  Department  is  re¬ 
sponsible  for  economic  growth  and  job  creation  through  our  work 
with  the  private  sector  and  because  NOAA  is  a  major  part  of  the 
Commerce  Department.  Bringing  those  two  together  we  can  cause 
some  confluence  in  getting  us  out  of  this  box  of  assuming  that  new 
technologies  somehow  mean  lost  jobs,  rather  than  creating  whole 
new  sectors  of  our  economy  that  can  be  found  in  the  area  of  envi¬ 
ronmental  technology.  A  decade  or  more  ago  we  were  engaged  in 
a  debate  which  pitted  forces  of  growth  against  those  concerned 
about  the  environment,  and  a  decade  later  we  find  we  have  a  whole 
new  sector  of  our  economy  called  environmental  technology,  which 
is,  in  fact,  creating  hundreds  of  thousands  of  jobs  for  the  American 
people. 

NOAA,  the  Department’s  largest  component,  promotes  steward¬ 
ship  of  the  global  environment  by  managing  natural  resources  and 
monitoring  and  predicting  changes  in  the  Earth’s  environment. 
This  enables  us  to  link  trade,  development,  and  technology  with  en¬ 
vironmental  issues.  NOAA  requests  a  $52.2  million  increase  to 
build  sustainable  fisheries  through  new  management  and  recovery 
plans. 

I  might  add  that  I  was  in  New  England  yesterday  talking  about 
the  impact  that  our  amendment  five  has  on  the  fisheries  in  the 
New  England  area,  and  bringing  both  EDA  and  NOAA  resources 
to  those  affected  communities  and  groups  of  fishermen.  These  ef¬ 
forts  to  build  sustainable  fisheries  have  the  potential,  we  believe, 
of  adding  as  many  as  300,000  new  jobs,  and  an  $8  billion  increase 
to  our  gross  domestic  product  by  the  end  of  the  decade.  And  that 
is  our  effort  to  improve  and  promote  coastal  ecosystems’  health 
through  improved  management  techniques  and  modernization  of 
navigation  and  positioning  services  will  also  help. 

NOAA’s  environmental  assessment  and  prediction  activities  com¬ 
prise  the  majority  of  that  bureau’s  activities  and  are  the  source  of 
the  largest  increase — $78.2  million — to  continue  the  modernization 
of  the  National  Weather  Service  and  expand  climate  and  global 
change  research. 

NOAA’s  $170.5  million  decrease  for  fiscal  year  1994  largely  re¬ 
flects  changing  infrastructure  requirements.  Current  activities  re¬ 
garding  fleet  modernization  and  facility  maintenance  and  construc¬ 
tion  will  continue,  but  at  lower  levels.  This  is  due  primarily  to  re¬ 
duced  requirements  for  weather  forecast  office  construction  and 
other  nonrecurring  projects. 

ECONOMIC  INFORMATION  INFRASTRUCTURE  INITIATIVE 

Fifth  and  finally,  Mr.  Chairman  and  members  of  the  committee, 
is  the  economic  information  infrastructure  initiative.  Political  and 
economic  decisionmaking  depend  on  quality  economic  information. 
And  American  business  and  industry  need  information  as  much  as 
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they  need  labor  and  materials^  But  our  data  are  weakest  in  areas 
where  economic  change  has  been  most  dynamic. 

I  see  a  number  of  areas  where  improved  statistics  are  essential 
to  the  Nation's  economic  well-being.  That  is  what  our  budget  re¬ 
quest  would,  in  fact,  achieve. 

We  are  also  seeking  additional  funds  for  the  decennial  census  in 
the  year  2000,  for  planning  for  that  census,  to  improve  the  accu¬ 
racy  of  the  count,  and  keep  unit  costs  at  or  below  the  level  of  the 
1990  census,  including  testing  in  1995  of  a  variety  of  basic  changes 
in  how  the  census  may  be  conducted. 

All  of  the  themes  that  you  have  given  me  the  opportunity  to 
speak  to  you  about  this  morning,  Mr.  Chairman,  are  really  about 
our  ongoing  programs  and  missions  and  the  ways  we  are  managing 
the  Department  to  implement  those  themes.  They  all  work  in  har¬ 
mony  to  define  the  critical  role  that  this  new  and  renewed  Depart¬ 
ment  of  Commerce  will  play  in  helping  American  businesses  and 
communities  and  workers  make  the  journey  of  economic  renewal. 

Our  message  is  clear.  The  budget  request,  we  believe,  reflects  a 
vote  of  confidence  in  the  Department  of  Commerce,  and  a  recogni¬ 
tion  of  the  central  role  that  the  Department  is  playing  in  pursuing 
the  economic  themes  that  the  President  voiced  in  his  State  of  the 
Union  Message. 

Obviously,  I  would  be  pleased,  Mr.  Chairman  and  members  of 
the  committee,  to  be  responsive  to  your  questions. 

Senator  HOLLINGS.  I  wanted  to  yield  to  Senator  Domenici.  Maybe 
he  had  to  go  back  to  the  floor.  He  is  managing  the  budget  resolu¬ 
tion  up  on  the  floor  here  this  morning.  So,  let  me  get  into  some  of 
these  things,  like — ^well,  I  will  yield  to  the  Senator  on  questions 
when  he  gets  back. 

You  say  that  a  major  part  is  NOAA,  and  I  have  a  lot  of  questions 
about  NOAA.  We  could  have  a  separate  hearing  because  you  have 
cut  that  agency  by  $170  million.  How  do  you  make  it  a  major  part 
by  cutting  it? 

Secretary  Brown.  The  cuts,  Mr.  Chairman,  are  principally  due 
to  one-time  purchases  in  the  budget  last  year.  For  example,  a  jet 
aircraft,  which  is  something  that  NOAA  did  not  have,  will  help  us 
a  great  deal  in  weather  forecasting  and  dealing  with  hurricane  sit¬ 
uations.  We  had  no  aircraft  suitable  to  do  that  kind  of  predicting. 

The  fleet  renewal  also,  purchases  that  were  made  or  authorized 
last  year  are  not  in  the  budget  for  this  year.  So,  we  feel  that,  in 
fact,  in  the  areas  that  are  most  important,  fisheries  management 
and  renewal,  where  additional  resources  were  placed  in  NOAA, 
really  indicate  that  we  are  expanding  the  efforts  in  the  area. 

FISHING  FEES 

Senator  Rollings.  Well,  to  get  right  to  the  point,  how  about 
these  commercial  fishing  fees?  You  have  got  $82  million  in  fishing 
fees  proposed  in  the  budget.  Those  are  taxes.  We  do  not  see  people 
running  around  putting  taxes — particularly  going  up  yesterday  to 
New  England  like  you  are  saying,  and  giving  $30  million  to  the 
fishermen  because  they  are  broke,  and  say,  by  the  way,  we  are 
going  to  charge  you  $82  million  tomorrow. 
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Secretary  Brown.  There  are  provisions  when  you  are  dealing 
with  distressed  areas,  as  I  was  yesterday,  of  a  reduction  in  those 
fees,  Mr.  Chairman. 

Senator  Hollings.  A  reduction  in  the  fee.  We  do  not  have  the 
fee  right  now.  What  fee  are  you  talking  about? 

Secretary  Brown.  Once  the  fees  are  implemented,  that  is  to 
make  up  the  balance  you  just  mentioned — ^the  $80  million 
amount — ^there  would  be  fees  for  fishermen.  There  would  be  fees  for 
going  into  the  sanctuaries.  There  would  be  fees  that  would  amount 
to  the  $80  million.  Much  like  hunters  pay  a  licensing  fee  to  hunt, 
this  would  be  a  way  of  raising  revenues. 

Senator  Hollings.  Where  is  that  suggestion  or  submission  about 
fees? 

Secretary  Brown.  It  is  in  the  budget  proposal. 

Senator  Hollings.  What  fee?  V/here  is  it?  You  just  used  the 
word  ‘Tee.”  What  fee  is  it?  Specifically,  who  are  you  going  to 
charge? 

Secretary’  Brown.  The  Department's  resource  user  fee  proposal 
contains  three  basic  types  of  fees:  One,  a  percentage  fee  on  the  first 
sale  value  of  all  U.S.  commercial  landings  of  fish  and  shellfish  and 
edible  fish  products  imported  into  the  United  States;  two,  a  per¬ 
centage  annual  fee  on  the  value  of  individual  harvest  shares  based 
on  the  average  gross  value  per  unit  weight  of  authorized  landings; 
and  three,  cost  recovery  fees  to  cover  the  cost  of  specific  manage¬ 
ment  measures. 

Senator  HOLLINGS.  So,  you  went  up  yesterday  and  you  give  them 
$30  million,  and  you  come  back  and  you  charge  them  fees  today. 
Do  you  want  us  to  do  that? 

Secretary  Brown.  No;  not  today,  Mr.  Chairman.  We  gave  them 
resources  yesterday,  or  announced  we  were  giving  them  resources, 
because  we  acted  through  amendment  five  to  curtail  fishing.  And 
the  fishing  has  been  dramatically  depleted  for  all  practical  pur¬ 
poses.  Just  to  give  you  some  sense  of  the  conditions  of  that  fishery, 
they  were  harvesting  about  700,000  gross  tons  of  fish  a  little  more 
than  20  years  ago,  and  now  the  harvest  is  25,000  gross  tons  of  fish, 
about  a  90-percent  decrease. 

We  need  to  pay  attention.  We  should  have  done  it  much  earlier, 
in  fact,  to  make  sure  that  we  can  replenish  these  fish  so  there 
would  be  a  sufficient  number  to  be  caught  in  the  future. 

Senator  Rollings.  Well,  let  me  yield  to  Senator  Domenici. 

Senator  Domenici.  Mr.  Chairman,  I  have  to  go  manage  my  bill 
on  the  floor,  and  I  will  just  take  no  more  than  7  or  8  minutes  and 
leave  some  of  the  questions  with  my  colleague,  Senator  Stevens. 

Mr.  Secretary,  it  is  good  to  be  with  you  again.  I  am  sorry  I  can¬ 
not  spend  more  time.  It  is  a  very  interesting  budget  proposal,  and 
it  deserves  more  time  than  I  can  give  it  today.  Let  me  just  suggest 
that  you  have  put  the  subcommittee  in  a  very  difficult  position. 

Frankly,  of  the  115  program  terminations,  Mr.  Chairman,  I  un¬ 
derstand  that  52  of  those  terminations  are  within  our  jurisdiction, 
including  46  that  are  within  the  National  Oceanic  and  Atmospheric 
Administration,  totaling  $124  million.  We  have  got  a  couple  of  user 
fees  here  that  are  not  even  within  our  jurisdiction,  but  we  have  to 
assume  them  in  arriving  at  the  budget.  That  is  very  difficult. 
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In  additio:.,  it  seems  like  0MB  and  CBO  have  some  very  big  dif¬ 
ferences  in  terms  of  estimating  outl^s  of  some  of  the  programs.  I 
hope  you  will  personally  look  at  NISt,  because  I  would  hate  to  see 
such  a  disparity  in  the  outlays  between  the  0MB  and  CBO.  It  is 
almost  a  100-percent  variation  in  terms  of  outlays  with  respect  to 
that. 

I  will  leave  a  series  of  questions,  but  I  want  to  tell  you  that  I 
am  concerned  about  the  understated  outlays.  I  am  concerned  about 
the  Patent  and  Trademark  Office,  the  reclassification  of  receipts 
there.  And  we  will  leave  you  a  question  so  you  can  answer  it. 

EDA  LOAN  PROGRAM 

Now,  there  is  one  small  one  that  could  be  a  mmor  one  that  I  just 
would  like  to  share  some  concerns  about,  the  Economic  Develop¬ 
ment  Administration  has  a  $50  million  loan  program.  Frankly,  Mr. 
Chairman  and  Mr.  Secretary,  that  is  one  of  the  few  programs  that 
the  U.S.  Congress  has  seen  fit  to  terminate  over  the  last  12  years. 

The  EDA  guaranteed  loan  program  was  terminated  because  it 
had  the  very  worst  record  in  terms  of  collectability  of  any  of  our 
guaranteed  programs — $450  million  in  loans  were  written  off  with 
a  77-percent  loss  on  the  steel  loans,  59  percent  in  trade  adjust¬ 
ment,  27  percent  for  general  EDA-guaranteed  loans.  And  I  raise 
this  because  you  ask  for  $50  million  to  reinstate  the  program  with 
a  little  different  coloration.  And  even  CBO  and  0MB  would  esti¬ 
mate  that  that  is  a  very  expensive  guarantee  program. 

In  fact,  the  subsidy  rate  is  enormous,  meaning  we  expect  enor¬ 
mous  losses.  The  subsidy  rate  is  18.5  percent.  And  just  to  put  it 
in  perspective,  Mr.  Chairman,  the  Small  Business  Administration 
guaranteed  loan  subsidy  rate  is  2.7  percent.  Now,  that  means  if 
you  took  that  $50  million,  Mr.  Secretary,  and  put  it  in  SBA  loans, 
it  would  leverage  itself  into  $1.8  billion  in  SBA  loans,  whereas  if 
you  put  it  in  EDA,  it  will  generate  $269  million  in  loans. 

I  think  that  is  something  we  have  to  look  at  very,  very  carefully. 

I  note  that  the  “National  Performance  Review”  savings  prescribes 
a  262,000  FTE  employee  reduction.  And  if  my  numbers  are  right, 
the  entire  Commerce  Department  took  29  FTE  reductions,  full-time 
employee  reductions,  out  of  262,000-plus  for  the  entire  Govern¬ 
ment. 

Now,  frankly,  I  am  not  sure  that  FTE  reduction  proposal  is  going 
to  work.  But  I  think  at  some  point  you  might  answer  for  the  record 
why  Commerce  does  not  get  a  few  more  compared  to  other  agencies 
in  the  Federal  Government, 

Defense  conversion,  I  hope  you  are  watching  it  carefully  so  that 
it  does  not  get — that  it  has  some  real  examination  for  potential  suc¬ 
cess  and  is  not  just  grants  to  give  money  to  people.  And  then,  last, 
I  thank  you  for  following  throu^  on  what  we  did  in  making  the 
defense  conversion  available  for  Department  of  Energy  closures,  as 
well  as  Department  of  Defense  closures. 

Mr.  Chairman,  I  will  leave  these  questions  to  be  submitted,  and 
I  thank  you  for  giving  me  the  time. 

Senator  Rollings.  Yes,  Mr.  Secretary,  the  EDA  loan  guaranty 
program  Senator  Domenici  refers  to,  I  had  an  experience  where  the 
administration  came  some  years  back  and  said,  let  us  make  loans 
to  a  lot  of  big  steel  companies.  And  the  taxpayers  were  left  holding 
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the  bag  for  over  $400  million  in  defaults,  so  that  is  why  we  are 
very  askance  of  that — not  askance,  just  wondering.  I  want  to  s^ 
the  Commerce  Department  list  of  fees.  I  have  no  idea  if  we  will 
pass  them,  but  I  mean  just  to  give  us  the  rhetoric.  That  is  just  poor 
budgeteering,  asking  some  $80  million  in  increases  and  just  saying 
some  fees  will  be  raised.  Well,  what  kind  of  license  are  you  going 
to  charge  what  ship  of  what  size?  Where  is  that  schedule  of  fees? 

Secretary  Brown.  We  would  be  glad  to  provide  that,  Mr.  Chair¬ 
man. 

[The  information  follows:] 

Magnuson  User  Fee  Proposal 

The  Department's  resource  user  fee  proposal  will  be  submitted  as  part  of  the  Ad¬ 
ministration's  prai:osal  for  reauthorization  of  the  Magnuson  Fishery  Conservation 
and  Management  Act.  A  proposal  is  being  developed  in  concert  with  representatives 
of  the  Congress  and  industry-constituent  groups  to  develop  a  proposal  which  is  both 
fair  and  practical.  Our  ™ding  principles  in  developing  these  fees  include  the  idea 
that  the  fees  be  reasonaole  and  not  represent  an  onerous  burden  and  that  revenues 
generated  by  the  fees  be  used  to  benefit  the  people  paying  the  fees.  We  expect  to 
have  a  proposal  submitted  to  Congress  in  the  very  near  future  in  association  with 
the  reauthorization  of  the  Magnuson  Act. 

MAGNUSON  ACT 

Secretary  Brown.  As  you  know,  under  the  Magnuson  Act,  that 
is  certainly  appropriate  for  us  to  do. 

Senator  Hollings.  Senator  Magnuson  never  thought  of  it.  I 
knew  Warren  Magnuson  and  worked  with  him  closely. 

Secretary  Brown.  We  are  permitted  to  do  it,  Mr.  Chairman, 
under  the  Magnuson  Act.  We  are  now  trying  to  come  up  with  ways 
that  we  would  lay  it  out  in  a  reasonable  and  responsive  way.  We 
think  that  it  is  an  appropriate  action  just  as  other  fees  and  Govern¬ 
ment  charges  are  appropriate  fees  for  consumers  and  those  who 
use  our  resources.  We  think  it  makes  sense.  We  frankly  think  we 
are  going  to  have  to  do  a  lot  more  of  that  as  a  part  of  our  budget¬ 
tightening  measures. 

Senator  Holdings.  Well,  on  yesterday  you  give  them  $30  million, 
and  then  come  back  today  and  charge  them  fees. 

Secretary  Brown.  The  thing  is,  Mr.  Chairman,  the  money  goes 
back  into  fisheries.  This  is  earmarked  money. 

Senator  Holdings.  This  reminds  me  when  the  insurance  com¬ 
pany,  Capital  Life,  they  had  a  slogan  that  said,  “Capital  Life  pats 
you  on  the  back,  they  do  not  take  it  away.”  I  want  to  see  your  fees 
like  the  patent  and  trademark  gimmicks. 

Now,  here  we  have  got  the  Patent  and  Trademark  Office  [PTO], 
$88  million.  Right  this  minute,  the  1994  appropriation  of  $88  mil¬ 
lion  for  PTO,  and  then  you  request  zero  for  them,  and  then,  pro¬ 
pose  more  fees  again.  I  do  not  know,  seems  like  you  have  got  some 
fee  virus  over  there.  And  any  fee  is  under  the  jurisdiction  of  the 
Senate  Judiciary  Committee.  That  has  nothing  to  do  with  us  in  Ap¬ 
propriations. 

Secretary  Brown.  Mr.  Chairman,  if  it  is  anything,  it  is  not  a 
gimmick.  Frankly,  it  was  a  gimmick  before  when  fees  were  charged 
for  the  users  of  the  service.  They  were  put  in  a  pot  so  the  users 
of  the  service  had  no  influence  on  where  those  fees  went.  These 
fees  are  now  earmarked  directly  to  provide  services  for  those  who 
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pay  the  fees.  And,  therefore,  there  is  no  impact  on  the  Federad 
Dudget.  We  think  it  is  a  sound  way  to  proceed. 

Senator  Hollings.  You  and  I  are  talking  about  two  different 
things.  The  Patent  Office  has  always  paid  for  itself.  In  fact,  it 
draws  in  more  money  than  it  actually  costs.  However,  the  fees  now 
that  were  put  in  go  to  the  general  fund  of  the  Treasury  and  are 
under  the  Judiciary  Committee’s  jurisdiction,  and  it  is  not  under 
this  bill.  We  do  not  have  a  dollar.  We  get  none  of  it.  And  that  is 
the  way  the  CBO  scores  it.  And  that  is  the  way  everyone  scores  it. 
It  is  clear  under  the  Budget  Act.  That  is  what  I  am  talking  about. 

Secretary  Brown.  You  are  certainly  correct,  Mr.  Chairman,  as 
far  as  scoring  is  concerned,  as  far  as,  the  practical  impact  is  con¬ 
cerned. 

Senator  Rollings.  That  is  the  practical  impact.  That  is  the  sub¬ 
committee.  That  is  what  we  are  talking  about,  the  practical  impact. 
We  are  with  you  on  that.  But  the  practical  impact  is  we  do  not 
have  the  money  and  you  cut  the  Patent  Office. 

Secretary  Brown.  Mr.  Chairman,  the  money  that  paid  by 
users  goes  to  the  Patent  Office. 

Senator  Rollings.  These  fees  are  not  under  this  subcommittee’s 
jurisdiction.  You  are  making  a  request  to  this  Appropriations  sub¬ 
committee  to  take  fees  from  Treasury  and  I  do  not  have  the  money. 
That  is  what  I  am  talking  about. 

Let  me  get  right  to  the  basic  difference  that  I  find  with  respect 
to  all  of  us  on  this  export,  export,  export,  export.  We  can  really — 
and  you  particularly — can  create  way  more  jobs  on  worrying  about 
the  import  growth  than  worrying  about  the  export  growth. 

Specifically,  we  are  in  a  hog-tied  situation  on  GATT  with  fast 
track.  As  a  Senator  who  is  not  on  the  Finance  Committee,  we  do 
not  have  anything  we  can  do  about  amending  it,  but  the  gimmick 
is  the  Senate  Finance  Committee  and  the  House  Ways  and  Means 
Committee,  they  markup  a  proposed  GATT  implementation.  And 
after  they  mark  it  up,  they  send  it  back.  Then  the  administration 
gives  us  the  official  implementation.  And  when  they  give  that  offi¬ 
cial  implementation,  no  one  can  amend  it. 

EXPORT  SALES  PRICE  OFFSET  AND  PROFIT  REDUCTION 

Now,  therein  is  where  the  Secretary  of  Commerce  can  really  do 
a  wonderful  job.  For  one  thing,  let  us  go  over  to  the  matter  of  the 
export  sales  price  offset  and  profit  reduction.  All  the  members  of 
GATT,  the  114  signatories,  back  in  December,  they  all,  except  the 
United  States  of  America,  did  not  add  on  the  sales  price  offset,  and 
they  do  not  add  on  the  profits. 

We  have  had  cases  go — and  in  the  Smith-Corona  case  on  the  ex¬ 
cess  sales  offset,  specifically,  you  can  take  a  dollar  article  and  sell 
it  for  a  dollar,  and  they  can  sell  it  for  75  cents  to  a  subsidiary,  and 
the  25  cents  is  made  up  in  the  market  share,  taking  over  the  mar¬ 
ket  share  and  everything  else  like  that. 

In  terms  of  dumping,  they  just  have  a  heyday  with  that  one  on 
that  sales  price  offset.  All  the  costs,  the  television,  the  promotional 
cost,  and  everything  of  that  kind.  And  they  can  sell  it  for  a  dollar. 
But  they  use  that  25  cents,  similarly,  with  the  profits.  They  use 
their  profits  in  a  similar  fashion,  and  we  have  been  giving  them 
that  advantage.  And  our  importers,  in  other  words,  they  had  that 
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advantage.  And  the  American  consumers  and  everything  else,  on 
the  actual  production  and  jobs,  we  are  just  losing  them  like 

fangbusters,  at  the  rate  of  25  percent.  And  you  can  do  it  under  the 
'imken  and  Smith-Corona  cases. 

Secretary  Brown.  And  we  ought  to  review  that,  Mr.  Chairman. 
Senator  Hollings.  Let  us  do  that.  You  told  me  that  when  you 
got  confirmed.  What  we  have  got  to  do  is  to  get  our  good  Secretary 
to  help  us  now  to  really  create  jobs,  rather  than  get  into  the  lingo 
of  export,  export,  export.  We  love  exports.  I  export  magnetic  reso¬ 
nance  im^ers  made  in  South  Carolina.  I  have  taken  over  the  mar¬ 
ket  from  Toshiba.  GE  and  a  little  plant  down  there  in  Florence,  SC. 

I  have  got  the  Jacobs  Chuck  Co.,  for  machine  tools.  They  have 
got  a  contract  and  sell  more  in  Japan  than  the  Japanese  manufac¬ 
turer  of  these  chucks.  And  so  I  know  about  exports,  and  I  love 
them,  too,  but  not  near  so  much  as  this  particular  disadvantage  to 
our  manufacturers  here  in  the  United  States. 

Secretary  Brown.  I  know,  Mr.  Chairman,  you  raised  a  similar 
q^uestion  before  your  committee.  We  have  had  a  discussion  since 
then.  I  read  the  Ambassador’s  response  to  the  question  in  his  hear¬ 
ing.  And  I  have  indicated,  as  I  did  today,  and  I  might  have  said 
that  to  you  1  year  ago  in  mv  confirmation  hearing,  it  is  the  first 
time  the  question  has  come  back  to  me.  I  think  you  have  made  a 
good  point.  I  think  we  should  review  it. 

It  is  absolutely  GATT  legal.  It  would  make  the  antidumping  mar¬ 
gins  larger.  And  I  am  indicating  to  you  for  the  record  that  it  is 
something  we  are  looking  closely  at.  And  we  will  certainly  take 
your  concerns  into  consideration. 

Senator  Hollings.  Well,  you  know,  the  export  growth  has  been 
3  percent,  and  the  import  growth  last  year  was  10  percent.  It  is 
like  someone  is  trying  to  write  an  upbeat  article  the  other  day  in 
the  Journal  of  Commerce  down  home  about  how  we  were  selling — 
we  know  about  selling  textiles  and  exporting  automobiles.  We  have 
been  doing  it  for  years  like  that,  all  the  way  to  Tokyo. 

But  when  we  started  with  the  textile  bill  back  in  1981,  Europe 
had  a  deficit  in  the  balance  of  textile  trade  of  $4  billion.  We  had 
a  deficit  in  the  balance  of  textile  trade  of  minus  $4  billion.  So  we 
had  the  same  thing.  But  the  Europeans  had  less  than  a  $1  billion 
over  in  Europe,  where  our  $4  billion  has  gone  to  $13.1  billion.  Can 
you  imamne  just  in  textiles?  And  you  are  talking  about  the  auto¬ 
mobiles  deficit  balance. 

FOREIGN  TRADE  ZONES 

Let  me  ask  one  other  question.  If  we  can  also  look  at  the  matter 
of  the  foreign  trade  zones  now.  I  think  there  were  190,  and  there 
has  been  an  abuse — and  this  has  been  in  previous  administrations, 
but  there  are  245  of  these  zones.  You  talk  about — and  let  me  read 
the  secret  weapon  that  will  not  start  a  trade  war — in  this  business, 
we  hear  10  days  ago,  trade  zone  policy,  which  is  under  review  by 
Commerce  officials,  helps  explain  why  auto  parts  and  accessories 
now  account  for  two-thirds  of  trade  deficits. 

Japanese  companies,  citing  quality  concerns,  resist  buying  Amer¬ 
ican  components.  But  some  trade  experts  argue  th^t  if  Washington 
threatened  to  reduce  the  benefits  of  trade  zones,  the  Japanese  com¬ 
panies  would  change  their  tune  and  buy  American,  shrinking  the 
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trade  deficit  considerably— and  on  and  on.  And  I  will  give  this  to 
you  to  read,  but  what  happens  is  they  are  supjx)8ed  to  put  it  in  a 
foreign  trade  zone  and  assemble  the  parts  and  export,  what  they 
do  is  bring  in  foreign  parts,  assemble  them,  and  put  them  into  the 
domestic  markets.  It  is  a  total  adulteration  and  it  is  putting  us  out 
of  business. 

And  then,  we  are  talking  about  exports,  exports,  exports.  It  is 
these  import  that  is  the  violation  of  the  free  trade  zone  policy. 
Would  you  look  at  that  for  us? 

Secretary  Brown.  Mr.  Chairman,  first  of  all,  I  could  not  agree 
with  you  more;  that  you  cannot  justify  that.  I  think  exports  are 
crucial  to  our  effort  to  help  the  economy  grow  and  create  jobs.  And 
imports  are  certainly  very  important  as  well.  We  are  reviewing  it. 
My  own  judgment  is  that  those  applications  have  been  approved  in 
a  fairly  perfunctory  manner. 

I  have  been  looking  at  those  that  have  not  been  approved  and 
have  not  been  able  to  find  very  many.  And  so  we  are  reviewing  the 
process  of  review  in  line  with  the  concern  that  you  have  raised,  Mr. 
Chairman. 

Senator  Rollings.  They  moved,  for  example,  a  little  free  trade 
zone  up  in  Perry,  GA,  and  they  started  making  golf  carts. 

Now,  the  golf  cart  manufacturer  was  up  in  the  Augusta  area,  and 
we  had  3,500  ei^loyees.  We  imported  the  Mitsubishi  engine  and 
we  paid  the  tariff  on  It.  But  when  they  put  the  free  trade  zone  up 
in  Perry,  GA,  thereupon,  they  took  those  and  now  they  have  only 
got  1,000  jobs  in  the  whole  thing  and  the  rest  of  them  have  gone 
broke. 

That  is  what  free  trade  zones  and  the  Department  of  Commerce 
did.  They  put  good  jobs  out  of  business  by  importing  those  foreign 
parts  in  violation,  really,  of  the  principle  of  a  free  trade  zone. 

Do  you  see  what  I  am  saying?  I  mean  we  h..ve  had  the  experi¬ 
ence. 

Experience,  let  me  yield  to  Senator  Stevens. 

NATIONAL  COMPETITIVENESS  ACT  OF  1993 

Senator  Stevens.  Mr.  Secretary,  I  am  pleased  to  be  here. 

Let  me  first  ask  you  about  Senate  bill  4.  I  discussed  this  with 
the  chairman  when  we  were  talking  about  that  bill  on  the  floor.  Be¬ 
fore  your  administration,  the  Department  of  Commerce  made  a 
whole  series  of  loans  to  build  new  ships  for  the  fishing  industry. 
And,  as  a  matter  of  fact,  we  are  now  overbuilt.  I  think  around  the 
United  States  there  is  more  fishing  gear,  particularly  vessels,  than 
we  need. 

I  have  asked  him  to  help  me  to  make  sure  that  none  of  this  new 
money  will  be  used  to  build  more  of  those  ships  or  refinance  the 
old  ones,  or  modernize  them.  We  do  need  some  shore-based  facili¬ 
ties  to  process  our  fish  so  they  do  not  have  to  be  sent  offshore  to 
be  processed,  but  we  certainly  do  not  need  any  more  of  the  big  fac¬ 
tory  trawlers. 

I  think  that  was  one  of  the  problems  you  saw  in  the  Northeast 
yesterday.  And  I  congratulate  you  for  doing  that. 

Incidentally,  they  nad  the  power  to  do  what  we  did,  which  is  to 
manage  our  fisheries,  they  just  will  not  manage  their  fisheries  in 
New  England. 


Do  you  have  any  objection  if  we  make  certain  that  your  agency 
cannot  use  that  money  to  go  into  building  more  fishing  vessds?  A 
lot  of  them  are  going  to  fail  in  the  next  few  years.  T^at  is  for  sure. 
But  I  do  not  think  that  money  or  the  money  you  are  going  to  get 
working  with  SBA,  ought  to  be  used  to  step  into  that  area  and  in¬ 
crease  the  problem  in  the  fisheries. 

Secretary  Brown.  Let  me  just  say,  Senator  Stevens,  that  there 
certainly  was  no  intent,  as  we  were  talking  about  Senate  bill  4,  to 
have  the  resources  from  Senate  bill  4  used  for  that  purpose. 

Senator  Stevens.  And  I  know  Senator  Danforth  got  a  little  mad 
at  me  when  I  told  him.  But  your  Department,  if  Senate  bill  4 
works,  will  have  freed  up  a  lot  of  money  within  the  existing  budget 
that  we  are  working  on  right  now. 

Senator  Rollings.  We  want  to  make  sure,  but  there  is  no  money 
requested  under  this  present  budget  for  any  fishing  vessel  financ¬ 
ing  at  all? 

Senator  Stevens.  That  is  what  I  want,  not  just  Senate  bill  4,  but 
I  do  not  want  the  Department  to  go  back  into  building  new  boats. 
It  is  a  revolving  loan  fund,  Mr.  Chairman. 

Senator  Rollings.  There  is  none  requested  at  this  minute,  and 
we  will  make  sure. 

Senator  Stevens.  We  had  an  agreement  with  the  last  adminis¬ 
tration  informally  that  there  would  be  no  more  of  those  boat  loans, 
but  I  would  like  to  see  that  become  official  policy  now  by  the  Con¬ 
gress  and  the  administration  to  put  that  group  out  there  on  notice 
that  they  are  not  going  to  get  more  boats  or  any  refinancing  or  any 
modernization  money  for  that  fishing  fleet  out  there  that  is  too 
large  already. 

Secretary  Brown.  Well,  first,  we  can  absolutely  guarantee  that 
there  is  not  going  to  be  any  effort  to  provide  guarantees  for  over¬ 
capitalized  fishermen.  I  mean,  that  would  not  make  sense.  It  is 
clear  the  situation  I  saw  yesterday  is  one  that  cries  out  for  the  con¬ 
clusion  that  there  are  too  many  boats  and  too  many  fishermen. 

Senator  Stevens.  We  have  the  same  thing  in  Alaska. 

Secretary  Brown.  That  is  one  of  the  reasons  why  there  has  been 
the  kind  of  overfishing  and  depletion  of  that  natural  resource.  But, 
certainly,  it  would  not  be  our  intent  to  do  that. 

Senator  Rollings.  Would  you  yield  on  that? 

Senator  Stevens.  Yes,  sir. 

Senator  Rollings.  Senator  Stevens  is  an  expert  on  this.  Re  took 
me  up  there.  And,  Mr.  Secretary,  we  were  up  there  with  Secretary 
Babbitt  last  year.  And  what  has  really  occurred  over  the  years,  ob¬ 
viously,  is  these  little  fishing  fleets  developed  in  all  these  little  vil¬ 
lages  and  towns  along  the  coast  of  Alaska.  And  that  is  what  we  fi¬ 
nanced — the  whole  town  and  everything  else. 

Along  comes  this  kind  of  financing  down  in  Seattle,  and  they  get 
these  factory  ships  and  fishing  trawlers,  and  they  are  factories  it 
looks  like  to  me,  because  they  just  scoop  them  up  on  one  end  and 
spit  them  out  at  the  other,  all  the  waste  and  everything  else.  And 
they  are  reallv  killing  the  oceans  up  there. 

And  it  would  be  terribly  disastrous  to  finance  any  more  of  those. 
I  mean,  they  just  put  them  all  there  and  all  the  little  small  fisher¬ 
men  and  everything  else  are  drying  up.  They  try  to  go  out  to  work 
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and  brin^  them  back  in.  And  you  talk  about  jobs — that  is  really 
what  is  killing  us  up  there. 

Excuse  me.  I  apolomze.  I  did  not  want  to  interrupt. 

Senator  Stevens.  Well,  if  we  have  an  a^eement,  we  will  work 
it  out.  And  we  certainly  do  not  mean  to  tie  your  hands  in  terms 
of  areas  where  there  are  underutilized  fisheries.  But  I  do  not  know 
of  any,  frankly.  Maybe  NOAA  does,  but  I  do  not  know  of  any. 

Sixty  percent  of  all  the  fish  that  is  harvested  off  the  United 
States  is  harvested  off  Alaska.  And  I  will  talk  to  you  about  that, 
about  fees,  but  we  do  not  need  any  more  gear — that  is  for  sure.  We 
do  not  need  any  more  boats.  We  may  need  some  processing  at  on¬ 
shore  sites. 

Let  me  slip  over,  if  I  may,  to  the  NTIA  area  and  the  PTFP  pro¬ 
gram,  which  is  the  facilities  financing  program.  You  have  had  your 
representative  up  to  testify  before  the  Commerce  Committee,  Larry 
Irving,  and  he  certainly  has  our  support.  But  I  think  that  I  may 
have  embarrassed  him  a  little  bit  because  of  the  fact  that  the  au¬ 
thorization  that  is  before  us  now,  $10.74  million,  is  really  not  ade- 
ouate  to  continue  to  do  what  the  program  was  intended  to  do.  And 
tnat  is  to  reach  out  to  underservea  areas. 

For  instance,  I  was  told  that  just  a  small  grant  that  was  applied 
for  in  my  State,  which  would  have  put  a  translator  from  one  sta¬ 
tion — ^Anvik — to  Grayling,  Holy  Cross,  and  Shagaluk.  Now,  those 
are  three  areas  that  have  no — they  just  have  absolutely  no  commu¬ 
nications  capability  right  now.  They  are  not  receiving  the  news  of 
the  world. 

I  ask  you  to  go  back  and  look  at  that.  They  are  going  to  resubmit 
an  application,  but  the  problem  is  that  this  $10.74  million  is  just 
not  aaequate  to  replace  equipment  that  is  going  to  be  replaced  in 
the  urban  centers  and,  at  the  same  time,  continue  our  congres¬ 
sional  mandate  to  go  to  underserved  areas. 

Senator  Rollings.  It  is  a  cut  from  $24  million  down  to  $10  mil¬ 
lion.  You  cut  $14  million  out  of  it. 

Senator  Stevens.  It  is  a  substantial  cut.  And  I  would  really  like 
to  ask  you  to  take  a  look  at  that  again,  Mr.  Secretary,  because  I 
think  we  ought  to  do  better,  particularly  because  there  is  just  an 
overwhelming  demand  within  the  existing  areas.  They  are  going  to 
go  to  digital.  We  know  they  are  going  to  go  to  digital.  There  will 
not  be  any  money  to  take  these  little  villages  into  even  the  past 
generation  of  capability. 

Secretary  Brown.  We  certainly  will  take  a  look  at  that.  Our  pur¬ 
pose,  really,  with  this  figure  is  to  deal  almost  exclusively  with 
these  underutilized,  underserved  areas  that  you  are  making  ref¬ 
erence  to.  We  will  take  a  look  at  that. 

If  I  could  just  quickly.  Senator,  go  back  to  your  last  question,  be¬ 
cause  I  want  to  be  clear.  In  view  of  my  time  in  New  England  yes¬ 
terday,  there  is  nothing  in  the  1996  budget,  so  I  can  make  that 
kind  of  commitment  to  you  in  regard  to  your  question.  But  a  part 
of  what  we  were  talking  about  yesterday  and  have  for  some  time 
is  how  can  we  help  some  of  these  fishing  communities  by  retro¬ 
fitting  their  present  vessels  so  that  they  can  fish  for  underutilized 
species  which  they  are  not  capable  of  fishing  for  now. 

So,  there  was  some  discussion  about  that — nothing  to  do  with 
Senate  bill  4,  nothing  to  do  with  technology. 


204 


Senator  Stevens.  Mr.  Secretary,  if  you  have  a  depressed  fishing 
area  and  you  can  do  an3rthing  to  assist  them,  I  would  say  use  the 
revolving  loan  fund,  use  whatever  money  you  have.  Because  that 
is  a  basic  industry,  particularly  in  a  place  like  New  England  or 
some  places  I  know  of  down  along  the  gulf.  Alaska  was  just  found 
by  the  GAO  to  be  the  last  prolific  area  that  has  not  been  damaged 
so  far  by  overfishing,  but  because  of  the  severe  overcapitalization 
in  some  of  our  fisheries  we  are  very  close  to  the  edge. 

I  know  Dr.  Baker  is  behind  you,  and  he  knows  about  this  too. 

I  would  not  offer  an  amendment  that  would  slow  down  your  abil¬ 
ity  to  deal  with  New  England.  But  I  would  not  want  to  see  any 
more  vessels  come  up  North,  or  any  of  those  factory  trawlers  that 
are  already  in  Alaska  refinanced  with  Gk)vemment  money.  Because 
we  know  that  they  are  going  to  have  to  fall  out — some  of  them  are 
going  to  fall  out.  But  we  will  talk  about  that  later. 

Let  me,  if  I  can,  talk  about  your  fishing  fees.  I  am  belaboring  my 
time  here  a  little  iDit,  but  I  am  a  little  worried  about  this.  As  I  said, 
we  have  the  most  prolific  fishing  area,  and  we  are  catching  most 
of  the  fish — I  mean,  the  fleets  off  our  State  are.  And  yet  it  appears 
those  fees  you  are  talking  about  will  go  to  the  Treasury  and  not 
to  the  councils  or  to  the  areas  that  pay  them  on  a  regional  basis. 

And  on  a  related  note,  I  have  advocated  that  we  have  a  system 
of  disincentive  fees  to  try  and  punish  those  that  are  wasting  our 
product,  that  are  exceeding  the  prohibited  species  and  bycatch  lim¬ 
its  and  are  literally  jettisoning  overboard  good  fish  that  could  be 
processed,  but  for  the  parameters  of  the  vessel,  which  process  to  a 
size. 

Did  you  know  that,  Mr.  Secretary,  they  say  today  we  are  going 
to  process  14-inch  fish,  and  if  it  is  an  8-inch  fish  or  a  20-inch  fish, 
over  the  side,  even  though  it  is  good. 

Now,  we  want  those  fish  retained  and  brought  to  shore  where 
they  can  be  processed. 

Maybe  we  could  put  fees  in  place  on  that  and  bring  in  the  same 
amount  of  money  you  want  for  a  while.  It  would  probably  be  a  de¬ 
creasing  fund,  though,  because  pretty  soon  they  will  comply,  right? 
But  I  would  support  a  disincentive  fee  rather  than  a  fee  just  on  the 
fishery  at  large. 

Would  you  consider  dealing  with  that  kind  of  a  fee  structure, 
rather  than  a  Federal  commercial  fishing  fee? 

Secretary  Brown.  Absolutely,  we  would. 

Senator  Stevens.  We  will  be  happy  to  work  with  you  on  that. 
Out  our  way,  the  States  already  collect  some  fishing  fees.  They  are 
a  basic  source  of  revenue  to  deal  with  commercial  fisheries.  And  I 
think  it  is  the  same  thing  in  New  England. 

And,  in  effect,  if  you  create  a  Federal  fishing  fee,  you  are  going 
to  be  absorbing  part  of  the  ability  of  the  States  to  collect  the  fees. 
Or  you  are  going  to  have  a  redundant  fee  on  some  fishing  vessels, 
and  that  may  be  too  economically  tough  on  them. 

I  think  we  really  ought  to  explore  this  at  length  with  you. 

Secretary  Brown.  We  would  be  happy  to  work  with  you  on  that. 

Senator  Stevens.  Are  you  going  to  submit  legislation  to  the 
Commerce  Committee  on  which  all  three  of  us  serve? 


205 


Secretary  Brown.  We  would  be  happy  to  submit  legislation  to 
the  Commerce  Committee  on  that.  We  will  lay  out  a  plan  for  the 
collection  of  fees  and  how  we  get  to  this  figure  of  $82  million. 

Senator  Stevens.  There  is  a  general  authorization  in  the  Magnu- 
son  Act  for  you  to  charge  fees,  but  it  was  intended  to  be  used  only 
for  administrative  costs.  And  there  is  no  way  under  current  law  to 
ensure  that  the  regions  who  pay  the  fees  benefit  directly  from 
them.  Now,  if  you  are  going  to  take  it  to  the  Treasury,  that  makes 
it  an  even  different  matter. 

Secretary  Brown.  Our  intention,  Senator,  is  to  have  it  go  directly 
to  those  who  pay  the  user  fees.  In  other  words,  directly  to  provide 
for  preservation  of  those  fisheries. 

So,  in  other  words,  when  you  pay  the  fee  as  a  user,  the  money 
is  not  for  general  Treasury  use.  It  is  the  same  kind  of  thing  I  men¬ 
tioned  in  regard  to  the  Patent  and  Trademark  Office. 

Senator  Stevens.  The  level  of  program  that  you  support  in¬ 
creases  the  budget  by  only  $60  million,  less  than  the  total  fee  you 
want  to  collect  from  the  fishermen  this  year.  You  know,  that  raises 
a  few  hairs  up  here. 

Secretary  Brown.  We  would  intend  it  to  still  go  to  the  fisheries 
program,  to  §till  go  to  the  fisheries  management  programs. 

Senator  Stevens.  I  do  not  have  anything  against  New  England. 
I  know  they  have  real  problems,  but  you  are  going  to  take  it  from 
our  fishermen,  who  are  still  succeeding  in  the  North  Pacific,  and 
take  it  over  to  the  North  Atlantic. 

Secretary  Brown.  That  v/ould  not  be  our  intention.  I  might  say. 
Senator  Stevens,  one  of  the  most  gratifying  things  to  me  yester¬ 
day — and  unfortunately  it  comes  awfully  late — is  I  met  with  a  large 
group  of  fishermen,  and  they  were  requesting  that  we  close  down 
some  fisheries.  Tiiey  were  saying  to  us  that  we  ought  to  be  more 
aggressive  in  preserving  the  environment  and  preserving  their  live¬ 
lihood  in  future  years. 

They  have  been  very  shortsighted  in  the  past,  but  I  think  they 
finally  got  the  message  that  there  will  be  no  more  fish  to  catch. 
And  there  obviously  is  great  alarm  in  Massachusetts,  Maine,  Rhode 
Island,  and  Connecticut,  those  States  where  the  fisheries  have  been 
hit  hard.  We  have  got  to  find  a  way  to,  I  think,  ramp  up  things 
like  the  aquaculture  and  ways  to  regenerate  these  species  of  fish 
that  have  been  almost  totally  depleted. 

Senator  Stevens.  A  lot  of  them  are  depleted  because  of  practices 
that  we  have  been  able  to  address  in  the  North  Pacific.  And  they 
just  will  not  change  in  New  England.  I  hope  we  can  get  some 
change.  But  I  am  basically  concerned  that  the  fee  program  you  pro¬ 
pose  may  be  counterproductive  to  what  we  would  like  to  do.  And 
that  is  to  use  fees  to  convince  the  industry  to  be  more  concerned 
about  waste,  to  be  more  concerned  about  discards,  and  to  really  be 
a  disincentive  to  those  people  who  are  not  following  good  conserva¬ 
tion  practices. 

The  Magnuson  Act,  Mr.  Secretary,  was  passed  to  protect  the  fish, 
not  the  fishermen.  And  Senator  Hollings  and  I  have  worked  to¬ 
gether  for  25  years  now  to  try  and  protect  the  fish.  If  you  want  to 
work  with  us  on  a  fee  program  that  will  protect  the  fish  and  get 
you  some  money,  then  I  think  we  are  ready  to  work  with  you. 
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Secretary  Brown.  Absolutely,  we  share  your  goals  and  the  chair¬ 
man’s  goals,  Senator  Stevens.  And  we  are  anxious  to  work  with  you 
to  make  sure  that  the  proposals  we  submit  meet  those  goals. 

Senator  Stevens.  Senator  Domenici  had  a  specific  question  for 
the  record  he  would  like  you  to  answer. 

Senator  Rollings.  Thank  you. 

Senator  Kerrey. 

Senator  Kerrey.  Mr.  Secretary,  welcome  to  the  committee, 

I  have  little  interest  in  fish.  I  do  want  to  support  the  chairman 
and  the  distinguished  Senator  from  Alaska  in  their  efforts. 

Senator  Stevens.  Well,  you  are  so  good  looking,  you  must  eat 
some  of  it.  [Laughter.] 

commerce’s  role  in  export  promotion 

Senator  Kerrey.  First,  Mr.  Secretary,  there  has  been  a  lot  of  in¬ 
terest  in  water  in  this  town  of  late.  And  it  is  a  curious  interest  and 
very  distracting.  I  would  point  out  to  people  who  may  not  have  no¬ 
ticed  that  it  was  not  long  ago  that  tne  Department  of  Commerce 
w'as  really  a  backwater.  And  there  was  a  lot  of  talk  and  not  a  lot 
of  action  on  behalf  of  American  jobs.  And  that  has  really  changed 
in  a  dramatic  fashion. 

I  praise  you  and  the  President  for  the  support  you  have  received 
and  the  President  obviously  is  very  strong,  and  all  of  a  sudden 
Commerce  is  out  there  on  the  front  lines  promoting  exports,  chang¬ 
ing  our  export  policies  so  we  can  export  high  technologies. 

1  know  that  you  took  a  very  leading  role,  and  I  praise  you  for 
that,  as  well,  in  allowing  our  companies  to  supply  and  promote 
sensing  satellites  to  intelligence  efforts  to  sell  those  images,  those 
one-meter  images  on  the  market.  And  I  know  and  appreciate  the 
national  security  concerns  there.  But  all  of  a  sudden  the  Depart¬ 
ment  of  Commerce  is  no  longer  a  backwater. 

All  of  a  sudden  we  have  water  flowing  hard  in  the  direction  of 
increased  American  jobs.  And  we  are  concerned  about  trying  to  pro¬ 
mote  jobs.  And  we  are  concerned  about  forging  a  partnership  with 
American  businesses.  We  are  concerned  about  ti^ng  to  form  alli¬ 
ances  with  our  Embassies  throughout  the  world. 

And  I  just  must  say  that  I  hear  constantly  people  praising  that 
change  and  that  focus,  that  willingness  to  pay  attention  to  results. 
And  I  am  very  grateful. 

The  chairman  of  this  Appropriations  subcommittee,  similarly, 
has  been  joining  with  the  administration  on  Senate  bill  4.  That 
should  not  have  been  a  hard-fought  battle.  It  was  a  hard-fought 
battle.  It  will  unquestionably  increase  American  competitiveness. 

Every  single  person  who  nas  looked  at  what  needs  to  be  done  to 
increase  the  number  of  jobs  and  increase  the  number  of  high-pay¬ 
ing  jobs  in  America  say  technology  is  the  key.  The  edacity  to  de¬ 
velop  technology  and  the  capacity  to  train  our  w^ork  force  will  de¬ 
termine  not  only  how  competitive  we  are,  but  will  determine  how 
successful  we  are  in  closing  the  gap  between  the  haves  and  the 
have-nots  in  this  country — ^those  who  have  skills,  who  are  earning 
good  money  today  and  those  without  skills  that  are  struggling 
hand  to  mouth  to  make  ends  meet. 

The  chairman’s  legislation,  Senate  bill  1822,  I  think  similarly, 
obviously,  is  a  very  aggressive  effort  to  promote  competition  and 
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promote  competitive  growth  in  American  jobs.  And  so,  both  to  you 
and  the  chairman,  I  appreciate  ve^  much  the  change  that  has  oc¬ 
curred  in  ^is  Government’s  attitude  toward  the  promotion  of 
American  jobs. 

I  would  say,  sort  of  parenthetically,  and  I  guess  in  an  editorial 
comment,  that  as  I  look  at  the  President’s  budget,  we  have  approxi¬ 
mately  a  $50  billion  increase  year  to  year.  The  net  interest  figure 
and  the  decline  in  discretionary  spending  about  offset  each  other. 
In  other  words,  we  have  an  increase  in  net  interest  and  a  decline 
in  discretionary  spending,  which  is  what  we  are  doing  here — ap¬ 
proximately  offset  each  other. 

Almost  every  single  dollar  increase,  every  single  dollar  increase 
in  this  budget  goes  to  entitlements.  And  of  those  entitlements, 
about  $30  billion  of  it  is  health  care  and  $20  billion  of  it  is  retire¬ 
ment — $50  billion,  Mr.  Secretary.  I  point  that  out  to  colleagues  on 
the  committee,  as  well,  because  we  probably  will  not  debate  either 
one  of  those  two  items.  We  have  got  a  $50  billion  increase  in  health 
care  and  a  $20  billion  increase  in  retirement,  and  that  will  not 
even  make  the  newspapers. 

We  are  going  to  be  debating  should  we  put  $30  million  into  pub¬ 
lic  television  facilities.  You  know,  we  will  be  debating  at  the  mar¬ 
gin.  We  will  be  promoting  the  development  of  our  job  base  and  our 
economy.  And  I  just  hope  that  we  are  able  this  year  to  say  to  the 
American  people  that  if  we  continue  this  transfer  payment  of  enti¬ 
tlements,  this  growth  of  the  entitlement  programs,  as  it  is  going 
right  now,  not  only  are  we  undercutting  our  economic  base,  but,  in 
the  end,  we  endanger  our  ability  to  be  able  to  provide  a  safety  net. 

And  that  is  an  editorial  comment  that  I  make.  Because,  very 
often  in  these  appropriations  debates,  Mr.  Chairman,  the  public 
and  the  press  is  focused  on  the  $10  million  here  and  the  $30  mil¬ 
lion  there.  And  these  are  significant  items.  These  are  taxpayer 
moneys,  and  we  ought  to  be  careful  with  them.  But  left  sort  of  in 
the  shadows  of  this  debate  is  this  huge  problem. 

And  I  appreciate,  again,  the  President’s  willingness  to  address 
that,  and  I  hope  we  are  able  to  do  something  this  >ear. 

The  promise  of  this  technology,  as  I  indicated,  seems  to  be,  Mr. 
Secretary,  both  jobs  and,  for  me,  the  promise  of  the  technology  is 
also  a  greater  informed  citizenry  and  improved  quality  of  edu¬ 
cation.  I  am  very  much  interested  in  information  technology.  I  ap¬ 
preciate  your  coming  to  Nebraska  in  the  Challenge  Conference  we 
had  on  May  25. 

Mr.  Chairman,  I  have  a  series  of  questions  that  I  would  like  to 
have  submitted  for  the  record  and  answered.  I  will  not  go  through 
them. 

Senator  Hollings.  They  will  be  included. 

Senator  KERREY.  I  have  a  number  of  questions,  Mr.  Secretary, 
addressed  to  our  concerns  of  what  kind  of  partnership  can  we  form 
in  a  State  that  is  largely  rural,  historically  agricultural.  And  we 
are  trying  to  move  beyond  that.  We  are  trying  to  target  industries 
that  we  think  are  developing  and  make  good  sense  for  us.  And  we 
are  trying  to  target  our  research  at  our  university  to  make  sure 
that  we  can  support  those  industries  that  we  would  like  to  pro¬ 
mote. 
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And  I  have  a  series  of  questions  having  to  do  with  NIST  and 
NTIA  and  the  granting  process  and  the  ATT  granting  process.  And 
when  you  come  out  on  May  21,  perhaps  we  can  hol4  a  meeting 
with  some  Nebraska  business  people  that  are  in  the  technology 
businesses  to  talk  about  what  kinds  of  things  they  need  to  do. 
What  does  our  State  government  need  to  do?  What  Idnd  of  mainte¬ 
nance  of  effort  is  required  at  the  State  level?  So  that  we  can  be  real 
partners  in  I  think  a  very  exciting  and  reenergized  Department. 

INFORMATION  INFRASTRUCTURE  GRANTS 

The  next  thing  I  would  like  to  talk  about  is  this  whole  area  of 
education — and  I  appreciate  the  chairman’s  willingness  to  hold  a 
hearing  on  Senate  bill  1822,  on  education.  Let  me  just  point  out, 
Mr.  Secretary,  you  have  in  the  information  infrastructure  grants 
an  increase — I  think  $26  million  to  $100  million.  One  of  the  things 
that  I  would  point  out,  and  you  will  hear  it  on  May  21,  is  that 
there  are  various  ways  for  us  to  finance  this  upgrade  in  infrastruc¬ 
ture  that  is  needed  for  schools,  needed  for  health  care,  needed  for 
libraries,  and  needed  for  various  sectors  that  could  be  left  out — par¬ 
ticularly  schools. 

I  am  focusing  on,  particularly  in  schools,  I  think  K  through  12. 
I  can  finance  the  upgrade  with  property  taxes.  And  I  am  sure  you 
noticed  what  happened  in  Michigan  here  lecently.  The  same  is  true 
in  Nebraska.  Our  property  tax  costs  right  now  are  about  170  per¬ 
cent  of  the  nation^  average — very  high.  It  is  unlikely  that  we  are 
going  to  finance  upgrades  with  the  property  tax.  We  can  finance  it 
with  pa3a*oll  taxes,  which  is  also  very  unlikely  right  now  given  the 
regressive  nature  and  the  bad  problems  that  occur  to  the  economy, 
in  my  judgment,  when  you  seek  that  course. 

Or  we  can  pay  for  it  with  sales  and  income  taxes,  which  is  basi¬ 
cally  what  we  are  doing  here.  We  are  using  some  kind  of  Federal 
income  taxes,  some  kind  of  user  general  fund  to  finance  this. 

There  is  another  possibility,  Mr.  Secretary,  and  I  will  just  bring 
it  to  your  attention,  and  that  is  to  challenge  the  private  sector,  to 
say  to  the  private  sector  companies,  look,  we  are  moving  from  a 
regulated  monopoly  into  the  competitive  environment.  We  have 
done  it  with  long  distance  since  1984,  with  the  divestiture  of 
AT&T.  We  are  proposing  to  do  the  same  sort  of  thing,  thanks  to 
the  chairman’s  leadership  in  local  phone  service. 

But  you  are  not  going  to  be  able,  we  should  say  to  the  private 
sector,  the  phone  companies  are  not  going  to  be  able  to  ramp  up 
that  connectivity  unless  we  consider  some  innovative  ways  to  fi¬ 
nance  it.  I  think  we  need  to  challenge  the  private  sector  to  help  us 
engineer  the  connectivity  requirements.  My  own  judgment  is  the 
schools  need  to  have  at  least  T-1  connectivity.  They  need  to  have 
a  high  bandwidth  connectivity  inside  the  classroom.  We  need  to  en¬ 
gineer  it.  We  need  to  price  it.  And  then  we  need  to  discuss  how  we 
are  going  to  finance  it. 

Because  if  we  just  do  it  with  grants  and  we  iust  do  it  with  prop¬ 
erty  taxes  and  we  just  do  it  with  nickel  and  dimes,  what  is  going 
to  happen  is  I  think  these  schools  are  going  to  get  left  out  unless 
we  take  them  all  as  a  bunch.  We  have  got  100,000  customers  out 
there,  45  million  students,  and  16,000  individual  school  districts. 
And  it  seems  to  me,  in  the  mix  there  is  some  kind  of  a  challenge 
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we  can  put  to  the  private  sector  to  say,  help  us  engineer  it  and  help 
us  price  it.  We  will  talk  about  regulatory  changes,  perhaps,  that 
are  needed  to  get  the  job  done. 

My  own  view  is  that  as  a  taxpayer  I  would  much  sooner  pay  an 
extra  dollar  or  two  or  three  or  whatever  it  would  take  per  month 
on  my  phone  bill  or  my  cable  bill  in  order  to  be  able  to  finance  it. 

Now,  maybe  others  will  feel  differently  about  it,  but  that  is  one 
possible  way  to  finance  it. 

I  am  really  concerned,  Mr.  Secretaiy,  that  we  are  not  going  to 
get  ramped  up  fast  enough  on  the  inmrmation  highway  with  our 
schools  unless  we  think  about  some  innovative  way  to  engineer,  to 
price,  and  then  to  finance  that  infrastructure  investment. 

COMMERCE  COLLABORATES  WITH  OTHER  AGENCIES 

The  last  thing  I  would  say — and  this  is  not  in  the  questions  and 
answers — I  apologize  if  you  are  chomping  at  the  bit  to  answer 
questions — I  have  submitted  questions.  I  am  more  using  this  oppor¬ 
tunity  to  describe  my  point  of  view. 

There  really  is  an  urgent  need  to  train  people — and  you  know 
that.  You  have  dealt  with  it  for  years  and  you  know  what  is  going 
on  out  there.  I  mean,  we  really  are  splitting  the  economy  into  those 
who  have  skills  and  those  who  do  not.  And  I  point  out  that  there 
is  some  opportunity  I  think  for  Commerce  to  collaborate  with  other 
agencies.  We  had  the  National  Science  Foundation  before  our  com¬ 
mittee.  And  the  President  has  a  large  increase  in  the  computer  ini¬ 
tiative  and  a  large  increase  in  the  global  warming  initiative. 

I  appreciate  that  both  of  those  could  be  good.  Bat  my  own 
view  is  that  on  the  computer  side  the  marketplace  is  allocating  all 
the  resources  we  need.  And  that  one  of  the  things  that  NSF  does 
extremely  well  is  work  with  local  communities  in  building  our 
training  capacity.  They  are  an  awfully  good  partner  I  think.  And 
I  would  suggest  to  you  they  would  be  a  tremendous  partner  to 
Commerce. 

I  am  going  to  fight  on  the  HUD-Independent  Agencies  Sub¬ 
committee  to  change  the  allocation  so  we  can  get  more  education 
and  training  money.  And  I  would  suggest,  as  well,  that  HUD  is  a 
good  partner,  the  HUD  special  grants. 

I  saw  the  President  at  the  G-7  meeting  in  Detroit.  And  the  HUD 
special  grant  program,  I  mean,  that  is  a  winner.  I  would  take  tax¬ 
payers  to  Detroit  and  say,  Father  Cunningham  may  be  a  lousy 
manager,  but  he  got  people  that  are  filling  the  slack  there.  He  has 
got  great  dreams.  And  it  is  working.  These  are  people  who  would 
not  have  jobs,  had  not  had  skills,  and  many  of  them  are  high  school 
graduates  that  are  coming  into  the  work  force.  And  he  has  got  to 
retrain  them  so  that  they  can  redo  mathematics. 

I  mean,  I  really  would  urge  you,  Mr.  Secretary,  to  think  about 
a  partnership  with  HUD  ana  with  NSF,  And  I  will  support,  from 
my  standpoint,  on  that  other  committee  sonie  additional  allocation 
of  resources  so  we  can  do  the  work  that  I  think  most  business  peo¬ 
ple  want.  And  most  business  people  are  sa3ring,  I  have  got  people 
coming  into  the  work  force  right  now  that  cannot  do  multistep 
mathematics  and  cannot  do  fractions,  that  do  not  have  the  skills 
necessary. 

So,  I  put  that  out. 
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A  third  thing,  the  last  thing,  and  then  I  will  take  a  breather  and 
let  you  comment  if  vou  want.  It  is  clear  in  the  ramping  down  of 
our  defense  budget  that  in  order  to  maintain  our  technological  edge 
we  are  going  to  nave  to  have  dual-use  applications. 

You  have  really  been  awfully  good  in  promoting  that.  Secretai^ 
Perry's  decision  to  change  the  export  licensing  requirements  I  think 
is  a  very  sound  thing  to  do.  It  enables  us  to  sell  in  the  marketplace 
while  maintaining  our  technological  edge  on  the  private  sector  side. 
And  I  alert  you,  Mr.  Secretary,  to  an  idea  that  I  have  to  do  the 
same  thing  with  our  intelligence  effort. 

We  have  technology  we  invest  in.  We  have  remote  sensing  tech¬ 
nology  to  invest  in,  all  of  which  is  to  inform  several  thousand 
decisionmakers  in  Washington,  DC,  that  have  top  secret  clearances 
and  are  supposed  to  be  privy  to  this  kind  of  information.  I  have  got 
100  million  households  out  there  of  citizens.  And  one  of  the  deepest 
fears  that  I  have  right  now  is  that  the  nature  and  the  difficulty  of 
the  decision  for  citizens  is  going  up  and  our  capacity  to  make  deci¬ 
sions  is  going  down. 

And  I  see  an  opportunity,  Mr.  Secretary,  to  build  a  serving  insti¬ 
tution  to  inform  citizens,  not  just  to  give  them  information.  And  I 
would  alert  anybody  that  is  back  here  that  is  involved  with  opening 
data  bases  up,  giving  a  citizen  information  is  not  the  same  thing 
as  informing  a  citizen.  Informing  a  citizen  means  I  have  an  active 
responsibility.  I  do  not  think  I  can  privatize  that,  by  the  way,  Mr. 
Secretary.  I  want  the  private  sector  to  take  advantage  of  it.  But  I 
have  a  sacred  obligation  to  inform  that  citizen. 

And  I  really  am  excited  about  the  possibility  of  that  technology 
of  improving  the  capacity  of  the  citizenry  to  make  decisions.  And 
perhaps  at  some  later  time  we  could  talk  about  that.  Obviously,  I 
did  not  ask  you  a  single  question  other  than  the  ones  I  am  submit¬ 
ting. 

I  praise,  again,  your  work.  And  I  praise,  again,  the  chairman's 
work.  The  Department  of  Commerce  unquestionably  was  a  back¬ 
water.  It  unquestionably  was  not  activist.  It  was  criticized  by  an 
awful  lot  of  people  in  the  past.  I  hear  very  few  criticisms  today.  I 
hear,  instead,  an  awful  lot  of  excitement  about  what  you  are  doing 
in  trade  and  what  you  are  doing  here  at  home  to  promote  tech¬ 
nology  and  promote  economic  growth.  And  I  am  very  grateful  for 
it. 

Secretary  Brown.  Thank  you  very  much,  Senator  Kerrey. 

First,  thank  you  for  your  kind  words  about  the  Department, 
about  my  leadership  of  it.  Since  the  President  announced  his  inten¬ 
tion  to  nominate  me  as  Secretary  of  Commerce  and  said  publicly 
he  wanted  me  to  make  the  Department  of  Commerce  a  powerhouse, 
I  have  worked  very  hard  to  try  to  do  that. 

I  must  admit  that  Chairman  Hollings  always  urges  me  to  be  ag¬ 
gressive  in  that  regard,  because  we  play,  I  think,  a  very  significant 
role  in  our  efforts  to  create  economic  growth  and  the  kinds  of  high- 
wage,  high-quality  jobs  the  American  people  want  and  deserve.  You 
have  known  me  for  a  long  time.  Senator,  and  you  have  known  it 
did  not  take  a  lot  of  urging  to  make  me  more  aggressive.  We  are 
going  to  keep  on  working  hard  to  do  that. 

In  the  areas  that  you  me-'  ioned,  I  might  just  comment  briefly. 
First,  this  whole  idea  of  interagency  coordination,  I  think  we  have 
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made  giant  strides  in  doing  that.  You  point  out  one  area,  which  is 
the  massive  change  in  the  export  control  regime.  That  would  not 
have  taken  place  if  the  Department  of  Commerce  was  not  working 
closely  with  the  Department  of  Defense  and  the  National  Security 
A^ncy  and  the  State  Department  and  others. 

Through  our  Trade  Promotion  Coordinating  Committee  process 
we  have  made  m^'or,  major  strides  on  decontrolling  the  supercom¬ 
puters  and  electronic  telecommunications  equipment.  The  remote 
sensing  issue  you  just  raised  is  one  that  required  very  significant 
interagency  coordination  and  dialog. 

INFORMATION  SUPERHIGHWAY 

On  your  focus  on  the  information  superhighway,  we  absolutely 
are  committed  to  assuring  that  we  do  not  create  a  society  of  infor¬ 
mation  haves  and  information  have-nots.  And  that  is  why  the 
President  has  made  a  commitment  to  make  sure  that  by  the  year 
2000,  every  school,  every  hospital,  every  clinic,  every  library  is 
hooked  into  the  information  superhighway.  That  is  one  of  the 
things  we  are  trying  to  do  through  NTIA,  through  the  grant  proc¬ 
ess,  to  try  to  drive  demand,  again,  Senator  Kerrey,  to  create  this 
partnership  between  the  public  and  private  sector  that  is  going  to 
be  crucial  to  economic  growth  and  getting  the  private  sector  to  take 
on  some  of  this  responsibility. 

Part  of  the  purpose  of  this  partnership  is  so  that  we  can  coordi¬ 
nate  our  efforts  more  effectively,  and  the  Government  can  do  what 
it  does  best,  and  we  can  get  out  of  the  way  of  the  private  sector 
when  that  is  appropriate  and  have  them  do  what  they  do  best. 

It  is  clear  that  the  private  sector  has  to  lead  our  effort  to  create 
these  new  economic  opportunities  and  to  create  sustained  economic 
growth  in  our  country.  And  we  will  challenge  them  to  do  that.  It 
is  hard  to  challenge  them  when  there  is  not  an  atmosphere  or  envi¬ 
ronment  of  mutual  respect  and  trust  that  we  think  we  are  building. 
And  we  think  we  are  building  that  kind  of  dynamic  now  for  our 
outreach  effort. 

They  have  been  very  impressed  with  our  Export  Promotion  Act 
and  our  national  export  strategy,  which  requires  a  coordinated  pub¬ 
lic/private  sector  set  of  actions.  And  I  think  that  they  have  clearly 
begun  to  bear  fruit. 

On  the  issue  of  education  and  your  call  for  collaboration,  there 
is  no  question  about  it  that  it  can  be  a  kev  to  our  success.  We  are 
working  with  the  National  Science  Founaation  and  with  the  De¬ 
partment  of  Labor  and  others  to  do  that.  You  mentioned  specifi¬ 
cally  Focus  Hope.  I  was  with  the  President  at  Focus  Hope  1  week 
ago  Sunday.  I  nave  been  there  before.  I  knew  it  would  be  an  ex¬ 
traordinary  experience  for  him,  and  that  is  why  I  urged  him  to  do 
it. 

Because,  once  again,  it  is  an  example  of  Government  and  the  pri¬ 
vate  sector  working  together.  It  is  an  example  of  the  Department 
of  Defense,  the  Department  of  Labor,  the  Department  of  Commerce 
all  providing  resources  for  Focus  Hope,  a  program  that  works.  That 
goes  into  an  inner  city  community  and  uses  unused  facilities  and 
gets  people  involved  who,  heretofore,  have  been  thought  not  to  be 
motivated,  and  shares  with  them  the  best  of  American  technology, 
the  best  in  American  manufacturing  techniques,  and  provides  for 
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them  and  their  families  a  real  opportunity  in  the  future.  Not  train¬ 
ing  them  for  obsolete  jobs,  but  training  them  for  jobs  that  will  be 
good  jobs  in  the  21st  century. 

Senator  Kerrey.  Well,  let  me  follow  up  on  two  things  you  said, 
Mr.  Secretary.  One,  on  the  connectivity  with  schools  issue,  and  I 
appreciate  the  President  set  a  goal  for  the  year  2000.  I  say  with 
great,  great  respect,  I  think  that  is  too  late.  And  with  the  mutual 
respect  and  cooperation,  I  appreciate  our  trying  to  establish  that 
with  the  private  sector.  But  we  may  have  to  use  a  little  fear  here. 

We  need  to  design  it.  We  need  to  price  it.  And  then  we  need  to 
debate  how  to  finance  it.  That  is  my  own  one,  two,  three  analysis 
of  what  needs  to  be  done.  Instead  of  saying  to  the  private  sector 
in  sort  of  general  terms  that  we  want  connectivity  to  occur  by  the 
year  2000,  I  think  we  have  to  say  veiy  specifically,  I  have  got 
100,000  schools,  16,000  districts,  there  is  no  district  out  there,  or 
very  few  of  them,  that  are  going  to  be  able  to  afford  this  on  their 
own. 

We  have  got  a  massive  customer  base.  You  go  to  the  long  dis¬ 
tance  companies  and  telco’s  and  say,  you  develop  it,  price  it,  then 
we  will  have  a  public  debate  about  how  to  finance  it. 

A  follow  on  about  Focus  Hope.  There  is  significant  deterioration 
of  hope  out  there  in  low-income  Americans,  a  significant  deteriora¬ 
tion  of  hope.  And  I  know  we  give  a  great  deal  of  hope  very  often 
when  somebody  gets  a  grant.  I  have  seen  grants  be  awarded  to  pri¬ 
vate  sector  businesses,  and  they  get  all  excited,  and  universities  get 
all  excited.  We  give  them  hope  when  we  provide  resources  to  them. 

And  I  think  we  have  to  give  hope  to  those  low-skilled  Americans 
by  saying  to  them  that  we  are  going  to  make  sure  that  we  allocate 
resources  where  the  market  will  not  allocate  resources.  If  the  mar¬ 
ket  is  going  to  allocate  the  resources,  then  we  are  not  going  to  do 
it,  I  do  not  care  who  comes  to  Washington,  DC,  and  says  to  us  that 
they  need  this  grant  or  that  grant. 

We  have  got  significant  numbers  of  low-income  Americans  out 
there  that  have  no  hope  at  all.  And  I  really  believe  that  you  are 
in  a  position,  both  from  your  own  personal  background  and  your 
own  commitment  in  this  area,  to  lead,  to  get  NSF  to  pull  in  that 
direction,  to  get  HUD  to  pull  in  that  direction,  to  get  the  Depart¬ 
ment  of  Labor  to  pull  in  that  direction.  I  mean,  I  not  only  do  not 
deny  your  aggressive  nature,  I  admire  it.  And  I  admire,  behind 
that  aggressive  nature,  a  real  strong  desire  to  bring  hope  to  people 
for  whom  hope  is  a  deteriorating  phenomenon. 

Senator  Hollings.  Thank  you  very  much,  Bob. 

Senator  Hatfield. 

Senator  Hatfield.  Thank  you,  Mr.  Chairman. 

Senator  Holdings.  There  is  a  real  educator  right  there. 

Senator  Hatfield.  Mr.  Secretary,  in  the  President’s  admonition 
to  make  the  Department  of  Commerce  a  powerhouse,  once  again, 
do  yoi#  have  a  particular  role  model  that  you  have  used? 

Secretary  Brown.  You  have  to  go  back  so  far  in  history,  Senator, 
I  do  not  know.  Clearly,  Malcolm  Baldrige  had  an  extraordinary  im¬ 
pact. 

Senator  Hatfield.  What  would  be  your  role  model? 

Secretary  Brown.  I  do  not  know  that  I  have  an  individual  role 
model.  I  have  a  clear  vision. 
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Senator  Hatfield.  Do  you  know  the  history  of  the  Department? 

Secretary  Brown.  I  know  Herbert  Hoover  was  a  very  significant 
factor. 

Senator  Hatfield.  I  am  very  happy  to  hear  a  Democrat  use  that 
name.  [Laughter.] 

NATURAL  RESOURCE  BASE  IN  NORTHWEST 

Mr.  Secretary,  last  year  about  this  time  you  were  getting  ready 
to  depart  for  Portland,  OR,  with  the  Presicient  and  a  group  of  his 
team  to  have  a  summit  on  the  timber  issue  and  the  whole  natural 
resource  base  in  the  Northwest.  And  as  you  know — in  fact,  I  have 
the  testimonv  here  as  well — ^we  agreed  that  fisheries  were  an  im¬ 
portant,  vital  part  of  that  natural  resource  base  in  the  Northwest. 

You  cannot  revitalize  an  ecosystem  without  incorporating  the 
fisheries.  And  I  want  to  compliment  you  that,  in  a  news  release 
yesterday,  you  have  reco^ized  this  and  released  $30  million  to  the 
Northeast  for  the  economic  hardships  that  New  England  fishermen 
face.  And  in  that  statement,  as  well  as  the  $30  million  to  assist 
them,  you  said  that  we  must  reduce  fishing  efforts  for  ground  fish 
and  scallops  by  50  percent  over  the  next  5  to  7  years. 

I  compliment  you  on  recognizing  that  particular  problem.  But  let 
me  also — and  not  in  any  way  to  diminish  the  problem  there,  be¬ 
cause  it  is  a  serious  problem  in  the  Northeast,  but  let  me  just  re¬ 
cite  to  you  a  couple  of  statistics.  The  largest  salmon  run  on  the 
west  coast  is  the  coho  salmon  In  1991,  there  were  about  820,000 
caught  in  that  one  season.  In  1992,  it  dropped  to  a  little  over 
400,000.  In  1993,  it  dropped  to  146,000.  In  that  period  of  time,  that 
is  about  an  82-percent  drop. 

The  commercial  fishing  trawl  industry  has  diminished  98  per¬ 
cent.  We  have  four  salmon — even  though  that  is  the  largest,  it  is 
indicative  of  the  whole  situation — we  have  four  salmon  species  now 
listed  under  the  Endangered  Species  Act.  And  I  would  say  that, 
taking  those  statistics  should  illustrate  to  you  he  seriousness  of 
the  problem  in  the  Northwest. 

And  yet,  Mr.  Secretary,  as  I  read  your  budget  for  1995,  you  have 
zero — zero — funding  for  Mitchell  Act  hatcheries.  The  Mitchell  Act 
was  established  at  the  time  of  the  Bonneville  Dam,  the  first  of  the 
dams  that  would  include  fish  mitigation.  The  Mitchell  Act  was 
named  for  an  outstanding  Senator  who  was  concerned  about  miti¬ 
gating  the  fish  loss  due  to  the  dams. 

The  hatcheries  provide  about  25  percent  of  the  salmon  in  that 
river.  And  you  zeroed  out  any  money  for  that. 

Now,  I  understand  the  administration  has  said,  well,  maybe  we 
should  have  the  ratepayers  pay  for  that  mitigation.  And  yet,  Mr. 
Secretary,  there  is  not  one  dime  of  increase  in  the  Bonneville 
Power  Administration  budget  to  offset  your  zeroing  out  the  Mitch¬ 
ell  Act  in  the  Department  of  Commerce. 

Now,  I  am  trying  to  work  as  a  member  of  the  Republican  Party 
with  this  administration  in  every  way  I  can,  especially  the  natural 
resource  areas.  Secretary  Babbitt  was  in  my  office  yesterday  talk¬ 
ing  about  mining  reform,  talking  about  gazing  fees.  And  I  am  try¬ 
ing  to  be  very  helpful  to  resolve  these  issues.  But  what  can  I  say 
to  the  people  in  the  Northwest  that  I  represent  about  this  adminis¬ 
tration  abandoning  the  Mitchell  Act? 


214 


It  is  not  the  first  administration,  by  the  way,  to  do  this,  but  cer¬ 
tainly  this  administration  that  has  been  so  much  in  hands-on  on 
that  resource  problem  we  have  in  the  Northwest,  and  now  it  is  an 
abandonment  of  any  kind  of  support  for  restoration,  mitigation  of 
a  very  important  natural  resource. 

Secretary  Brown.  Senator,  first,  I  appreciate  your  very  kind  re¬ 
marks  about  the  announcement  we  made  up  in  New  England  yes¬ 
terday  and  about  the  Commerce  Department  generally.  I  need  to 
review  that  specific  line  item  in  the  budget. 

I  will  say,  though,  that  we  have  requested  an  additional  $50  mil¬ 
lion  to  rebuild  our  fisheries  in  the  NOAA  budget.  And,  as  I  under¬ 
stand  it,  there  is  another  $2.2  million  in  another  line  which  would 
achieve  the  same  purpose.  Also,  it  had  been  our  intention,  I  think, 
as  you  know,  to  transfer  financial  support  of  the  Columbia  River 
hatcheries  to  the  BPA. 

As  it  turns  out,  that  is  not  going  to  be  possible  for  the  reason 
you  articulated — ^that  there  is  not  adequate  budget  resources  in 
their  budget  to  do  it.  So,  we  have  reconsidered  that  intention. 

I  will  take  a  look  at  that  specific  line,  but  I  assure  you  that  there 
is  no  decommitment. 

Senator  Hatfield.  I  am  not  trying  to  surprise  you  on  this.  I  will 
be  happy  to  wait  for  your  review,  because  I  think  it  is  a  very  sig¬ 
nificant  matter. 

Senator  Hollings  has  been  on  this  committee  longer  than  I.  And 
Senator  Magnuson  was  the  chairman  of  this  committee  for  a  num¬ 
ber  of  years.  I  followed  Senator  Magnuson  for  6  years.  And  I  think 
the  Department  is  playing  games  with  us,  because  they  knew  with 
Senator  Magnuson  oh  the  committee  he  would  put  it  back  in  rather 
than  having  to  count  it  against  your  own  budget. 

And  so  it  was  true,  under  Presidents  Reagan  and  Bush,  they 
knew  I  was  sitting  here.  And  so,  I  am  not  saying  this  is  the  first 
administration  to  excise  it.  In  fact,  the  only  administration  in  my 
period  of  time  was  the  last  year  of  the  Bush  administration  that 
did  fund  it,  knowing  that  we  would  have  to  put  it  back  in. 

But  I  think  as  the  distinction  of  this  administration  that  its  pub¬ 
lic  image  is  it  wants  to  be  hands-on  involved  in  the  resolution  of 
these  natural  resource  questions,  and  it  seems  to  me  totally  con¬ 
tradictory  to  what  the  administration’s  image  is  out  there. 

Secretary  Brown.  Well,  Senator,  it  certainly  was  not,  nor  will  it 
ever  be  our  intention  to  play  games  on  the  budget.  We  will  be  glad 
to  work  with  you  and  review  that  particular  line  item. 

Senator  Hatfield.  Look  at  all  of  those  particular  fish  items  in 
NOAA,  too,  all  of  those  accounts.  Because  they  have  all  gotten  a 
pretty  heavy  hit. 

Thank  you,  Mr.  Chairman. 

Secretary  Brown.  We  will  do  that.  Senator  Hatfield. 

FISHERIES  IN  NEW  ENGLAND 

Senator  Rollings.  Let  me  note  that  the  distinguished  Senator 
from  Oregon  was  a  big  help  to  us  on  Senate  bill  4,  Mr.  Secretary. 
And  I  have  heard  the  name  of  Herbert  Hoover.  Herbert  Hoover  was 
a  friend  of  mine.  And  Herbert  Hoover  appointed  me  as  a  Democrat 
to  the  Hoover  Commission,  which  I  appreciated. 
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We  investigated  all  of  the  intelligence  activities  back  in  1954  and 
1955.  And  we  called  him  the  chief.  He  was  really  outstanding. 

Now,  the  $30  million  did  not  get  out  of  this  budget  yesterday. 
That  came  out  of  the  earthquake  account  from  the  Los  Angeles 
earthquake  emergency  supplemental  ap^propriations  bill. 

Now,  how  you  get  fisheries  in  New  England,  and  you  talk  about 
a  facile  fellow.  I  mean,  this  Secretary  is  outstanding. 

Senator  Hatfield.  That  was  under  the  discretionary  part  of  that 
funding. 

Senator  Hollings.  The  earthquake  discretion? 

Secretary  Brown,  The  disaster  discretion. 

Senator  HOLDINGS.  I  have  to  find  out  what  the  earthquake  did 
in  my  backyard.  [Laughter.] 

But  you  did  eliminate  the  Columbia  River  hatcheries  of  $10.3 
million,  the  Columbia  River  facilities  of  $8.2  million,  and  that  was 
$18.5  million  of  the  NOAA  cut  of  $191  million. 

Mr.  Secretary,  you  can  imagine,  here  I  am  and  we  have  got  a 
subcommittee,  and  we  are  getting  ready  to  move  forward,  ^d  I 
hail  all  of  the  complimentary  comments  made.  I  agree  with  them. 
I  think  you  are  alive  and  moving  and  working  hard  and  giving  tre¬ 
mendous  leadership. 

But  then,  budgetarily — and  you  cut  $191  million  out  of  NOAA — 
all  of  those  projects,  and  we  are  going  to  have  a  special  hearing 
and  you  have  got  an  outstanding  Administrator  of  NOAA  in  Dr. 
Baker,  who  is  for  change,  and,  by  gosh,  he  knows  his  apples  or  he 
knows  all  about  the  oceans  and  everything  else.  And  we  do  not 
want  to  cut  him.  We  want  to  help  him.  And  then  you  have  got  in 
here  unspecified  user  fees. 

And  I  heard  that  dichotomy  about  maybe  I  can  tell  you  no  fees 
will  be  passed  to  enhance  the  councils.  That  is  why  we  have  not 
passed  it  for  25  years.  They  are  not  going  to  pass  fees  for  the  Pat¬ 
ent  Office,  which,  by  the  way,  the  Patent  Office  pays  for  itself.  The 
Securities  and  Exchange  Commission,  with  its  fees,  pays  for  itself 
under  this  subcommittee. 

The  DEA,  the  Drug  Enforcement  Administration,  is  a  money 
making  operation.  If  we  get  all  the  seizures  and  the  bank  accounts, 
the  yachts,  the  homes,  the  estates,  then  we  sell  them  and  we  make 
more  money. 

So,  these  are  the  kinds  of  things  that,  as  a  budgeteer  and  an  ap- 
propriator,  I  am  looking  at.  And  I  am  saying,  heavens  above,  the 
Patent  Office  is  zeroed  out.  It  is  the  one  entity  in  the  Commerce 
budget  that  pays  for  itself.  And  they  say,  by  the  way,  they  are  sup¬ 
posed  to  get  the  money  over  from  the  Judiciary  Committee.  Try  it. 
I  mean,  they  do  not  give  us  that  money.  Then  that  budget  alloca¬ 
tion  is  not  there. 

You  have  cut  the  NOAA  fleet  modernization  program  some  $50 
million,  and  the  EDA  $50  million.  We  have  $467  million  or  $500 
million  in  cuts  in  here.  And  immediately  I  am  trying  to  say,  wait 
a  minute,  we  have  got  to  replace  a  good  bit  of  that.  And  that  is 
the  problem.  That  is  a  real  problem. 

You  can  hear  the  Senators  coming  now.  And  it  is  in  the  interest 
of  the  fisheries,  in  all  fairness  to  the  fisheries  groups  up  there  in 
New  England.  They  are  the  ones  that  overfished  it.  I  mean,  the 
earthquake  did  not  hurt  the  fish.  The  earthquake  money  is  getting 


them  back  into  it.  But  they  are  the  ones  that  overfished  the  fish 
in  the  first  place,  and  we  are  going  to  mve  them  the  money,  and 
then  cut  out  programs  that  are  working  that  are  not  overfished. 

On  the  NOAA  fleet  infrastructure,  for  example,  you  have  got  a 
Navy  T-AGOS  mapping  and  charting  vessel — and  I  understand 
that  is  still  over  there  in  Norfolk  and  it  is  just  tied  up  at  the  dock. 
Is  that  not  right?  Nothing  has  been  done  to  it. 

Dr.  Baker.  Senator,  we  have  three  of  the  vessels. 

Senator  Hollings.  They  are  pretty  modem.  They  were  built  in 
1990,  is  that  not  right? 

Dr.  Baker.  Yes;  we  are  using  one  now  as  a  training  vessel.  And 
we  are  looking  at  the  possibility  of  converting  it  to  a  mapping  and 
charting  vessel,  although  we  are  also  looking  at  trying  to  do  some 
of  our  mapping  and  charting  by  going  directly  to  private  industry. 

So,  this  is  something  we  are  in  the  process  of  looKing  at,  to  make 
sure  we  are  making  the  best  use  of  our  available  resources. 

Senator  HOLLiNGS.  You  do  not  think  you  are  going  to  use  the 
vessel? 

Dr.  Baker.  I  would  say  that  is  under  discussion  at  the  moment 
We  have  not  made  a  final  decision  on  that. 

terminate  the  u.s.  tourism  and  travel  administration 

Senator  Holdings.  Mr.  Secretary,  jumping  to  some  of  these  other 
subjects.  Last  year,  the  House  voted  to  terminate  the  U.S.  Tourism 
and  Travel  Administration.  I  think  you  have  an  outstanding  new 
administrator  from  Florida.  And  yet,  with  the  limited  funds,  it  was 
just  one  little  thing.  What  is  the  USTTA  budget,  $17.5  million? 

In  my  experience,  like  in  traveling  to  Spain,  I  found  that  the  For¬ 
eign  Commercial  Service  promotes  tourism.  They  even  run  a  tour¬ 
ism  center  in  Madrid.  You  have  got  an  outstanding  office  there  in 
the  Foreign  Commercial  Service  and  elsewhere.  Why  not,  rather 
than  spending  65  percent  of  that  little  $17.5  million  on  foreign 
USITA  offices,  why  not  just  close  those  offices  and  let  the  Foreign 
Commercial  Service  take  on  that  added  duty?  And  then,  let  us  use 
that  money  for  some  real  effort. 

I  wish  you  would  look  at  that.  Because  I  do  not  think  it  is  paying 
off.  Ask  the  USTTA  Administrator  and  see  what  he  thinks. 

Secretary  Brown.  We  will  look  at  it,  Mr.  Chairman.  But  your 
concern  about  the  low  level  of  funding  is  absolutely  appropriate. 
Look  at  what  other  countries  are  doing  and  what  States  are  doing. 
We  think  we  have  got  some  hope  for  breaking  through  that.  As  you 
might  recall,  about  1  month  ago  I  came  into  the  travel  and  tourism 
dinner  to  announce  a  White  House  conference  on  tourism,  which  I 
think  is  going  to  give  some  focus  to  the  fact  that  tourism,  by  some 
accounts,  is  our  biggest  export. 

Senator  Holdings.  You  know  what  I  remember,  and  you  look  it 
up,  Agriculture  in  export  promotion,  is  $1  billion.  And  I  know, 
under  the  breakdown,  Sunkist  lemon  has  got  $17.5  million.  We 
spend  as  much  to  get  lemons  as  we  do  for  tourists. 

I  am  saying,  heavens  above,  what  kind  of  Government  is  this? 

Secretary  Brown.  You  are  on  the  right  track,  Mr.  Chairman.  I 
have  recently  convened  something  called  the  travel  policy  or  the 
Tourism  Policy  Council,  which  mirrors  the  Trade  Promotion  Coordi¬ 
nating  Committee.  And  what  we  discovered  is  that  Agriculture  also 
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has  significant  resources  in  tourism — something  like  200  to  250  of¬ 
fices  around  the  country  that  deal  in  tourism,  where,  in  fact,  the 
Commerce  Department  is  supposed  to  be  the  lead  ^en^  on  travel 
and  tourism.  And  I  think  we  need  to  look  at  that  kind  of  allocation. 

DEFENSE  CONVERSION 

Senator  Hollings.  Well,  we  have  got  to  do  these  things  now.  You 
can  do  them.  The  EDA  defense  conversion,  we  had  a  difficult  time 
in  conference  last  year.  I  have  got  a  map  here  of  these  particular 
military  bases  all  over  the  country.  And  the  base  closures  you  can 
see  on  that  second  chart. 

And,  Mr.  Secretary,  tell  us  about  that.  Can  you  provide  for  the 
record,  and  not  right  this  minute,  a  complete  list  of  the  base  clo¬ 
sures  and  the  major  impact  that  it  has  had  and  the  cutbacks  it  has 
had? 

Secretary  Brown.  Yes. 

[The  information  follows:] 


JOB  IMPACT  OF  MAJOR  BASE  CLOSURES 

State/inslallation 

Total  direct  DOO 
affected  jobs 

Estimated 
indirect  job  loss 

Total  job  loss 
(direct  and 
indirect) 

Arizona:  Williams  AfB . 

.  3,702 

1,872 

5,574 

Arkansas:  Ira  Eaker  (Blytheville)  AFB . 

3,329 

1,087 

4,416 

California: 

Castle  AFB  . 

5,579 

1,533 

7,112 

Fort  Ord . 

23.822 

8,610 

32,432 

George  AFB . 

13,983 

5,101 

19,084 

Mare  Island  Naval  Shipyard . 

14,245 

5,517 

19,762 

MCAS,  El  Toro  . 

9,278 

3,570 

12,848 

MCAS,  Tustin . 

2,729 

1,000 

3,729 

NAS,  Alameda  . 

7,140 

3.463 

10,603 

NAS,  Moffett  Field . 

5,597 

1,541 

7,138 

Naval  hospital,  Oakland . 

2,016 

858 

2,874 

Naval  Station,  Treasure  Island . 

3,354 

1,507 

4,861 

Naval  Training  Center,  San  Diego . 

15,867 

5,594 

21,461 

Norton  AFB  . 

5,789 

2,250 

8,039 

Presidio  of  San  Francisco . 

5,405 

2,603 

8,008 

Sacramento  Army  Depot  . 

3,739 

1,637 

5,376 

Colorado:  Lowry  AfB  . 

7,412 

3,224 

10,636 

Florida: 

NAS,  Cecil  Field  . 

4,562 

2,157 

6,719 

Naval  Training  Center,  Orlando . 

17.166 

7,570 

24,736 

Hawaii:  NAS,  Barbers  Point . 

2,428 

974 

3,402 

Illinois: 

Chanute  AFB  . 

5.747 

2,099 

7,846 

Fort  Sheridan  . 

3,092 

1,481 

4,573 

NAS,  Glenview . 

349 

171 

520 

Indiana: 

Fort  Benjamin  Harrison . 

3,588 

2,091 

5,679 

Grissom  AFB . 

3,292 

1,071 

4,363 

Louisiana: 

England  AFB . 

3,611 

1,285 

4,896 

New  Orleans  Military  Ocean  Terminal . 

579 

292 

871 

Maine:  Loring  AFB . 

4,431 

1,666 

6,097 

Massachusetts:  Fort  Devens . 

7.374 

2,939 

10,313 
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JOB  IMPACT  OF  MAIOR  BASE  CLOSURE$--^tiRued 


State/instatlition 

Total  direct  DOO 
effected  jobs 

Estimated 
indirect  job  loss 

Total  job  loss 
(direct  and 
indirect) 

Michigan: 

K.I.  Sawyer  AF8 . 

3,991 

1,268 

5,259 

NAF  Detroit . 

283 

134 

417 

WurtSfTiith  AFB . 

5,520 

1,668 

7,188 

New  Hampshire:  Pease  AFB . 

New  Jersey: 

3,445 

1,399 

4,844 

Fort  Dix . 

12,724 

5.741 

18,465 

Naval  Air  Engineering  Center,  Lakehurst . 

4.473 

2.256 

6.729 

New  Mexico:  White  Sands  Missile  Range . 

5,063 

2,188 

7,251 

^ew  York: 

Nava!  Station,  New  York  (Brooklyn) . 

530 

243 

773 

Plattsburgh  AFB . 

4,316 

1,169 

5,485 

Pennsylvania: 

Defense  Personnel  Support  Center . 

7.859 

4.508 

12,367 

Naval  Station,  Philadelphia . 

15.216 

8,449 

23.665 

South  Carolina: 

Myrtle  Beach  AFB . 

3,612 

1,342 

4,954 

Naval  Station,  Charleston . 

14,998 

11,848 

26,846 

Texas: 

NAS,  Chase  Field  . 

519 

154 

673 

NAS.  Dallas . 

999 

483 

1,482 

Virginia: 

Cameron  Station . 

5.833 

2,361 

8,194 

Vint  Hill  Farms  Station . 

1,141 

446 

1,587 

Washington:  Naval  Station,  Puget  Sound  . 

1,278 

662 

1,940 

Notes;  DOD  jobs  are  from  DOO  Defense  Manpower  Data  Center  [DMDC]  data,  and  include  full-time  military  and  civilian 
workers.  Indirect  jobs  are  estimated  using  Department  of  Commerce,  Bureau  of  Economic  Adjustment,  RIMMS  2  job  multi¬ 
pliers. 


CLOSING  REMARKS 

Senator  Hollings.  I  use  26,000  lost  jobs  in  Charleston.  I  think 
we  ought  to  make  a  record.  On  the  House  side,  they  just  think  de¬ 
fense  conversion  is  a  California  pro^am.  You  know,  they  say  “that 
is  Secretary  Brown’s  program.  He  is  going  to  distribute  money.  It 
is  Presidential  politics.  It  begins  in  California,  ends  in  California, 
and  they  have  the  Secretary  up  there  running  it.” 

And  it  is  going  to  get  into  this  defense  conversion,  I  can  see  it 
now.  Get  that  data,  Mr.  Secretary,  and  let  us  make  a  record  on  it. 
Because  this  is  the  Federal  Government  that  is  taking  away  these 
jobs,  and  we  ought  to  have  some  responsibility  in  lessening  that 
impact  on  these  communities. 

Secretary  Brown.  We  will  certainly  provide  that  for  you,  Mr. 
Chairman. 

Senator  Hollings.  I  appreciate  it. 

l  ean  tell  you  now,  you  are  not  going  to  get  fisheries  fees.  You 
have  got  to  get  that  money  away  from  judiciary  and  put  money 
back  into  the  Patent  Office.  Because  they  have  been  making  the 
r  monev  all  along. 

i  In  NOAA,  we  are  going  to  have  a  special  hearing  on  that.  But 

if  there  is  nothing,  all  you  have  to  do  is  walk  over  to  the  office  and 
rS  get  that  fellow,  or  iust  dictate  it  yourself  on  the  sales  price  offset, 
t  and  say  no  more  adulteration  of  my  free  trade  zones. 
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If  you  really  want  to  bring  in  the  parts  to  be  assembled  with 
American  employees  and  export  that  particular  product,  fine.  That 
is  what  it  was  intended  for.  But  every  one  of  these  new  industries 
come  running  all  the  way  in  and  bringing  in  the  parts  to  import 
it  into  the  United  States  free  of  charge.  It  is  devastating.  You  have 
got  how  many,  245? 

They  are  just  all  over  the  place.  And  we  have  got  to  review  the 
ones  we  have  had.  And  if  you  review  those,  you  create  more  jobs — 
the  sales  price  offset  and  the  profit,  plus  the  free  trade  zone,  which 
is  a  responsibility  of  the  Secretary. 

Secretary  Brown.  You  have  my  commitment  on  both  of  those, 
Mr.  Chairman. 


ADDITIONAL  COMMITTEE  QUESTIONS 

Senator  Hollings.  Very  good.  I  appreciate  it.  And  let  us  stay  in 
touch. 

Thank  you,  Mr.  Secretary.  We  will  hear  additional  Commerce 
Department  testimony  regarding  NOAA  and  NIST  after  the  Easter 
recess. 

[The  following  questions  were  not  asked  at  the  hearing,  but  were 
submitted  to  the  Department  for  response  subsequent  to  the  hear¬ 
ing:] 


Questions  Submitted  by  Senator  Ernest  F.  Hollings 
eda/mbda  reorganizations 

Question.  EDA's  grant  approval  process  is  multi>layered,  often  redundant,  and 
slow.  The  HUD  Community  Development  Block  Grant  Pro^am  just  cuts  a  check, 
while  EDA  takes  months  and  often  years  to  review  projects  at  the  State,  regional, 
and  headquarters  level. 

In  William  Ginsbere,  youVe  found  a  real  talent  and  put  in  the  first  Assistant  Sec- 
retmy  in  12  years  whu  believes  that  his  job  is  not  shutting  down  his  agency,  but 
rather  making  it  work. 

What  organizational  and  grant  processing  changes  and  improvements  are  you  con¬ 
templating?  \\^en  will  we  see  some  of  these  improvements  put  into  place? 

Answer.  No  organizational  changes  are  being  considerea  at  this  time.  However, 
a  GAO  general  management  review  is  currently  underway.  We  expect  this  review 
to  proviae  suggestions  regarding  reengineering  tne  Agency  for  the  future. 

m  September  of  1993,  the  Agency  initiated  a  pilot  grant  application  process 
(Pilot).  This  Pilot  involves  nine  Title  DC  Defense  Conversion  projects  for  which  a  re¬ 
vised  application  process  (team  oriented)  and  revised  application  forms  have  been 
used.  The  goal  is  to  reduce  application  processing  time,  improve  customer  satisfac¬ 
tion,  assure  product  quality,  and  assure  organizational  accountability.  To  date,  six 
of  the  nine  projects  have  been  approved.  The  Pilot  will  be  evaluated  for  its  elimi¬ 
nation  of  duplication  of  tasks,  success  in  redefining  regional  and  headquarters  staff 
roles  along  generalists  and  specialist  lines,  and  reduction  in  processing  time  as  a 
result  of  decentralization  of  authority.  Overall  success  of  the  reformed  application 
process  will  he  measured  by  the  substantial  reduction  in  processing  time  while 
maintaining  EDA  accountability  and  responsiveness. 

It  is  anticipated  that  the  evaluation  process  will  continue  through  the  early  part 
of  1994.  Departmental  and  0MB  clearance  of  the  reengineered  process,  as  well  as 
the  publication  of  revised  ^defines  and  staff  training  in  new  procedures,  will  be 
completed  to  allow  for  full  implementation  of  the  reengineered  process  in  fiscal  year 
19^5. 

Question.  Mr.  Secretary,  last  year  you  told  me  that  improving  the  Minority  Busi¬ 
ness  Development  Agency  was  one  of  your  highest  priorities.  Could  you  tell  me  what 
you  have  done  tc  maxe  that  agency  more  effective.  What  are  the  prospects  of  getting 
some  new  staff  over  there  and  moving  out  some  of  the  “Dead  Wood”. 

Answer.  The  Minority  Business  Development  Agency  has  initiated  several  actions 
to  improve  its  effectiveness.  These  actions  include:  a  reorganization  proposal  based 
on  a  more  effective  and  efficient  functional  configuration;  drafting  a  legislative  pro- 
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posal  ^0  codify  the  agency  providing  for  Con^ssional  oversight;  leveraging  re¬ 
sources  to  promote  and/or  expand  programmatic  initiatives;  training  to  ensure  uni¬ 
form  project  monitoring  and  evaluation  practices;  and  giving  greater  consideration 
to  candidates  outside  the  agency  and  government  for  positions  in  regional  manage¬ 
ment. 

Question.  Why  does  the  President’s  empowerment  zone  initiative  exclude  MBDA? 
Everything  that  we’ve  seen  on  the  program  has  Erskine  Bowles  and  SBA  setting 
up  more  one  stop  shops  and  small  business  development  centers  in  inner  cities,  and 
it  doesn’t  sav  anything  about  MBDA. 

Answer.  MBDA  has  been  and  continues  to  be  involved  in  the  President’s 
empowerment  zone  initiative.  MBDA’s  recommendations  on  interim  rules  for  imple¬ 
menting  the  empowerment  zone/enterprise  community  law  were  adopted.  One  Key 
recommendation  was  that  economic  opportunity  measures  be  expanded  to  assure 
minority  business  participation. 

MBDA  has  also  taken  a  lead  role  by  assuming  some  of  the  implied  responsibilities 
necessary  to  carry  out  the  law.  For  example,  on  April  13,  1994,  MBDA  will  sign  an 
agreement  partnering  the  Nashville  MBDC,  NationsBank  and  the  Small  Business 
Administration  in  the  inauguration  of  a  demonstration  One-Stop  Capital  Shop  (busi¬ 
ness  assistance  center)  to  assist  minority  businesses.  MBDA’s  management  and 
technical  resources  will  be  coordinated  with  the  One-Stop  Capita)  Shops,  particu¬ 
larly  in  the  area  of  identifying  capital.  The  Nashville  MbDC  nas  already  brought 
eight  local  Tennessee  banks  into  a  consortium  to  provide  loans  to  minority  busi¬ 
nesses. 

MBDA  believes  that  this  jobs  creation  partnership  agreement,  which  combines 
interagency  resources,  can  be  used  in  tandem  with  empowerment  zones  and  enter¬ 
prise  communities  across  the  nation.  Because  of  MBDA^s  presence  in  97  densely  mi¬ 
nority-populated  areas,  the  MBDC’s  are  ideally  positioned  to  be  within  or  near  the 
designated  empowerment  zones  and  enteiprise  communities. 

MBDA  and  the  Department  recognize  that  there  is  a  critical  role  to  play  in  devel¬ 
oping  urban  and  rural  economies.  Active  consultation  on  rural  determinations  be¬ 
tween  the  Secretaries  of  Agriculture  and  Commerce  is  expected  and  MBDA  antici¬ 
pates  an  active  role. 


EDA  DEFENSE  CONVERSION 

Question.  Your  budget  proposes  $140  million  for  EDA  Defense  Conversion  Assist¬ 
ance.  I  want  to  commend  you  for  that.  It  is  about  time  that  EDA  p^lay  a  leadership 
role  in  this  effort  and  not  merely  tell  people  to  go  see  the  Office  of  Economic  Adjust¬ 
ment  in  defense. 

My  hometown,  Charleston,  is  losing  over  26,000  direct  jobs.  And  I  know  firsthand 
what  a  devastating  impact  this  is. 

Over  on  the  House  side,  1  hear  that  they  are  saying  that  EDA  should  not  be  in¬ 
volved  in  defense  conversion.  They  say  this  is  just  a  Clinton  Administration  effort 
to  get  money  into  California  to  buy  votes. 

Could  you  comment  on  that  Mr.  Secretary?  Could  you  list  some  of  the  locations 
where  EDA  is  involved?  For  the  record,  could  you  provide  a  complete  list  of  all  the 
base  closures  and  major  contract  cutbacks  in  defense  since  19o8,  when  the  first 
Base  Closure  Commission  convened? 

Answer.  Defense  conversion  is  one  element  of  EDA’s  overall  economic  develop¬ 
ment  assistance  programs  (EDAP)  to  assist  economically-distressed  communities 
across  the  Nation.  EDA  funds  technical  assistance,  planning,  revolving  loan  funds, 
business  development,  and  infrastructure  enhancement  and  repair  from  its  defense 
conversion  appropriations  consistent  with  its  mission  and  with  Title  DC  of  PWEDA. 
This  program  is  in  no  way  limited  to  the  State  of  California  as  is  shown  on  the  state 
breakout  which  follows. 

EDA  defense  adjustment  assistance — cumulative  obligations  as  of  March  31,  1994 

[In  thouMuids  of  dollars] 


State  ObligQtiona 

AZ .  $687 

AR  .  3,126 

CA  .  26.950 

CO  .  226 

CT  .  3.113 

IL .  2,600 

IN  .  233 

LA  .  2,079 

ME  . 1.840 


>' ; '. 
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BDA  defense  adjustment  cts8Utanoe^~<urntdatwe  obligations  as  of  March  31,  1994 — 

Continued 


>■ 


-S\  ^ 


I 


MD 
MA 
MO 
MS. 
MT 
NH 
NY  . 
ND  . 
PA  . 

m  ., 
sc .. 

SD  ., 
TX  . 
VA  .. 
WA  . 
WV  . 


14S4 

2,825 

6,700 

1.500 
820 

3,225 

6,655 

1,275 

5,450 

3.500 
2,250 

75 

4,334 

3,300 

387 

27 


Total  .  82,660 

A  list  of  mcgor  base  closures  and  contract  cutbacks  in  defense  for  1988,  1991  and 
1993  is  listed  below: 


MAJOR  BASE  CLOSURES  AND  REALIGNMENTS 
1988  COMMISSION 


16  Closures 

Chanute  AFB,  IL 

Mather  AFB,  CA 

Pease  AFB,  NH 

George  AFB,  CA 

Norton  AFB,  CA 

Naval  Station  Brooklyn,  NY 

Phila  Naval  Hosp.,  PA 

Naval  Station  Galveston,  TX 

11  RecUignments 

Naval  Stat.  Puget  Sound,  WA 

Fort  Bliss,  TX 

Fort  Holabird,  MD 

Pueblo  Army  Depot,  CO 

Fort  Meade,  MD 

Fort  Devens,  MA 


Naval  Station  Lake  Charles,  LA 
Presidio  of  San  Francisco,  CA 
Fort  Sheridan,  IL 
Jefferson  Proving  Ground,  IN 
Lexin^n  Army  Depot,  KY 
Army  Material  Tech  Lab,  MA 
Fort  Douglas,  UT 
Cameron  Station,  VA 


Umatilla  Army  Depot,  OR 
Fort  MonmouUi,  NJ 
Fort  McPherson,  GA 
Port  Dix,  NJ 
Fort  Huachuca,  AZ 


1991  COMMISSION 


26  Closures 

Fort  Ben  Harrison,  IN 

Naval  Station  Philadelphia,  PA 

Grissom  AFB,  IN 

Fort  Devens,  MA 

Philadelphia  Naval  Shipyard,  PA 

LoringAFB,ME 

Port  Ord,  CA 

Naval  Station  Puget  Sound,  WA 
Lowry  AFB,  CO 
Sacramento  Army  Depot,  CA 
NAV  ELEC  SYS  ENGR  CTR,  San  Diego, 
CA 

Myrtle  Beach  AFB,  SC 
Hunters  Point  Annex,  CA 

19  ReaUgnments 
MacDillAFB,PL 

I  NAVAIR  Eng  Cbr,  Lakehurst,  NJ 

NAV  Surf  ^ns  Ctr,  White  Oak,  MD 


Richards-Gebaur  ARS,  MO 
Tustin  MCAS,  CA 
Bergstrom  AFB,  TX 
Rickenbacker  AGB,  OH 
Chase  Field  NAS,  TX 
Carswell  AFB,  TX 
Williams  AFB,  AZ 
Moffett  NAS,  CA 
Baker  AFB,  AR 
Wurtsmith,  AFB,  MI 
Naval  Station  Long  Beach,  CA 
England  APR  LA 
Castle  AFB,  CA 


Beale  APB,  CA 

NAVAIR  Dev  Ctr,  Warminster,  PA 


77-190>94-8 
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V/?: . 


NAV  Undsea  Warfire  Eng  Station, 
Keyport,  WA 

AVSCOM/TROSCOM.MO 
NAVAIR  Propul  Ctr,  Trenton,  NJ 
Fort  ChafTe^  AR 
NAVORD  STA,  Indian  Head,  MD 
NAV  Wpns  Ctr,  China  Lake,  CA 
Fort  Poflc,  LA 


NAV  Avionics  Ctr,  Indianapolis,  IN 
NAV  Wpns  Sup  Ctr,  Crane,  IN 
Letterkenny  Aimy  J^ppt,  PA 
NAV  Coastal  ^  Ctr,  Panama  City,  FL 
Pac  Misle  Tst  Ctr,  Point  Mugu,  CA 
Rock  Island  Arsenal,  IL 
NAVORD  STA,  Louisville,  KY 


1993  COMMISSION 


30  Closures 
Fort  McClellan,  AL 
Vint  Hill  Farms,  VA 
Naval  Station  Mobile,  AL 
Mare  Island  Naval  Shipyard,  Vallejo,  CA 
Marine  Corps  Air  Station,  El  Toro,  CA 
Naval  Air  Station  Alameda,  CA 
Naval  Aviation  Depot  Alameda,  CA 
Naval  Hospital,  Oakland,  CA 
Naval  Station  'iVeasure  Island,  San 
Francisco,  CA 

Naval  Supply  Center,  Oakland,  CA 
Naval  Training  Center,  San  Di^o,  CA 
Naval  Air  Station,  Cecil  Field,  FL 
Naval  Aviation  Depot  Pensacola,  FL 
Naval  Training  Center,  Orlando,  FL 
Naval  Air  Station,  Barbers  Point,  HI 
Naval  Air  Station,  Glenview,  IL 
Naval  Electronic  Systems  Engineering 
Center,  St.  Inigoes,  MD 

12  Realignments 
Fort  Monmouth,  NJ 
Letterkenny  Army  Depot,  PA 
Tooele  Army  Depot,  UT 
Fort  Belvoir,  VA 

Naval  Submarine  Base,  New  London,  CT 
Naval  Surface  Warfare  Center, 
(Dahlgren) 


Naval  Air  Station  Meridian,  MS 
Naval  Air  Station,  South  Weymouth,  MA 
Naval  Station  Staten  Island,  NY 
Aviation  Supply  Office,  Philadelphia,  PA 
Charleston  Naval  Shipyard,  SC 
Naval  Station,  Charleston,  SC 
Naval  Air  Station,  Dallas,  TX 
Naval  Aviation  Depot,  Norfolk,  VA 
Homestead  Air  Force  Base,  FL 
K.L.  Sawyer  Air  Force  Base,  MI 
Newark  Air  Force  Base,  OH 
O’Hare  International  Airport  Air  Force 
Reserve  Station,  Chicago,  IL 
Defense  Electronics  Supply  Center, 
Dayton,  OH 

Defense  Personnel  Support  Center, 
Philadelphia,  PA 


1st  Marine  Corps  District,  Garden  City, 
NY 

White  Oak  Detachment,  White  Oak,  MD 
Naval  Training  Center,  Newport,  RI 
Naval  Air  Station,  Memphis,  TN 
March  Air  Fore  Base,  CA 
McGuire  Air  Force  Base,  NJ 
Griffiss  Air  Force  Base,  NY 


Note. — In  addition  to  the  major  base  closures  and  realignments,  there  have  been  an  additional 
137  smaller  base  or  activity  closures,  realignments,  disestablishments  and  relocations. 


EDA  LOAN  GUARANTEES 

Question,  Your  EDA  budget  proposes  a  new  appropriation  of  $52  million  to  reac¬ 
tivate  the  Economic  Development  Guaranteed  Loan  program  for  businesses.  This 
would  subsidize  $269  million  in  loans. 

Now  the  last  time  this  program  was  really  in  operation  was  in  the  late  1970’s. 
And  EDA  was  compelled  to  make  loans  to  a  lot  of  big  steel  companies  that  everyone 
knew  were  not  going  to  make  it.  And  the  taxpayers  were  left  holding  the  bag  in 
well  over  $200  million  in  defaults. 

If  we  provide  you  with  this  tool — and  appropriate  the  $52  million — what  assur¬ 
ance  do  we  have  that  it  would  not  be  used  in  the  same  manner?  How  are  you  going 
to  keep  from  giving  loans  to  poor  risks?  Are  there  any  size  limits  on  the  industries 
that  would  receive  these  loan  guarantees? 

Answer.  EDA  will  take  a  number  of  steps  that  will  make  the  proposed  program 
cost-effective  and  successful. 

— It  will  target  guarantees  to  firms  whose  expansion,  adjustment,  or  ongoing  oper¬ 
ations  are  an  integral  part  of  a  targeted  economic  development  strategy. 

— It  will  guarantee  a  lower  percentage  of  loans  than  in  the  past.  This  wfll  increase 
the  amount  of  a  lender’s  financial  exposure  and  potential  loss,  and  will  serve 
as  an  incentive  to  lenders  to  finance  better  credit  risks. 

— It  will  target  the  program  to  firms  whose  financial  condition  makes  them  credit 
worthy,  but  whose  location,  market,  or  the  tenn/length'of  the  loan  needed 
makes  the  risk  too  great  for  private  lending  institutions.  The  risk  involved  will 
no  longer  be  just  the  financial  condition  of  the  borrower,  but  also  the  adjust- 
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ment,  expansion,  or  location  of  the  firm-  In  other  words,  it  will  be  an  economic 
development,  not  a  credit  risk. 

— ^The  credit  standards  and  implementation  strategy  for  the  proposed  guarantee 
program  will  be  consistent  with  the  tighter  credit  extension  and  credit  manage^ 
ment  standards  developed  by  0MB  and  Treasury  in  coi>junction  with  the  Fed¬ 
eral  Credit  Policy  Working  Group  over  the  past  decade. 

— ^EDA  will  target  loan  guarantees  to  firms  that  need  no  more  than  $10  million 
in  EDA-back^  financing.  The  average  size  is  estimated  to  be  about  $2  million. 

YEAR  2000  CENSUS 

Question.  The  mcyor  feature  of  our  fiscal  year  1995  budget  is  our  request  for  the 
year  2000  census.  In  1995,  our  activities  will  move  from  research  and  development 
of  various  promising  design  alternatives  to  conducting  full  scale  census  tests.  Our 
goal  is  to  determine  by  December  1995,  the  features  we  will  use  for  the  2000  census. 
At  this  time,  all  of  the  following  answers  concerning  cost  and  workyears  are  based 
on  the  1990  design,  adjusted  for  increased  housing  units  and  a  decreased  response 
rate.  When  the  final  design  is  selected,  we  will  have  better  cost  and  workyear  infor¬ 
mation. 

How  many  billion  dollars  do  you  estimate  it  will  cost  to  carry  out  the  year  2000 
decennial  census? 

Answer.  The  design  for  the  year  2000  census  and  the  cost  associated  with  that 
design  will  be  determined,  based  in  large  measure  on  the  1995  test.  It  is  critical 
that  we  have  a  complete  test  in  1995.  If  we  were  to  repeat  the  1990  census  design 
adjusted  for  an  increase  in  the  number  of  housing  units  and  a  decrease  in  the  mail 
response  rate,  the  costs  of  the  2000  census  could  reach  $4.8  billion.  Our  goal  is  to 
redesign  and  conduct  the  census  at  a  cost  lower  than  $4.8  billion.  The  funds  sup¬ 
porting  the  1995  test  are  essential  to  achieve  this  goal. 

Question.  What  are  the  “ballpark”  annual  appropriation  amounts  that  will  be 
needed  by  fiscal  year  1999? 

Answer.  The  following  is  based  on  a  2000  census  comparable  to  that  conducted 
in  1990.  This  estimate  assumes  an  increase  in  the  number  of  housing  units  of  10 
percent;  a  decrease  in  the  mail  response  rate  to  55  percent;  and  the  application  of 
inflation  factors  to  all  other  components. 


Fiscal  year: 

1994  ... 

1995  ... 

1996  ... 

1997  ... 

1998  ... 

1999  ... 


In  millions 

$25 

60 

70 

120 

400 

735 


These  factois  will  be  revised  in  light  of  results  of  the  1995  test. 

Question.  Does  the  administration’s  outyear  budget  take  these  increases  into  ac¬ 
count? 

Answer.  The  administration’s  outyear  amounts  include  ceilings  for  the  2000  de¬ 
cennial  census  as  follows: 


Fiscal  year: 


1996  .  $53,552 

1997  .  45,990 

1998  .  182,465 

1999  .  1,180,944 


We  expect  these  estimates  v/ill  change  after  we  assess  the  results  of  the  1995  test. 

Question.  How  many  more  people — ^full-time  equivalent  positions — will  be  needed 
to  run  the  census? 

Answer.  The  following  is  based  on  a  comparable  census  (that  is,  a  2000  census 
identical  to  the  1990  census).  This  estimate  includes  an  increase  to  the  number  of 
housing  units  by  10  percent  and  a  decrease  in  the  mail  response  rate  to  55  percent. 


Fiscal  year: 

1996  .... 

1997  .... 

1998  .... 

1999  .... 


1,258 

1,554 

4,738 

9,546 


These  figures  will  be  revised  after  we  assess  the  results  of  the  1995  test. 
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Question.  Did  the  administration  take  this  into  account  when  it  came  up  with  the 
proposal  to  cut  262,000  positions  from  the  Federal  Government?  Aren't  you  going 
to  have  to  lay-off  the  rest  of  the  Department  of  Commerce  just  to  come  up  with  the 
FTE  positions  for  the  Census?  What  do  you  intend  to  do  about  this  problem? 

Answer.  The  Administration’s  proposal  to  cut  252,000  positions  is  targeted  at  re¬ 
ducing  the  number  of  administrative  and  overhead  positions  and  making  programs 
more  efGcient,  not  at  making  it  impossible  to  conduct  the  Decennial  Census.  Since 
the  Decennial  Census  is  a  major  cyclical  program,  we  anticipate  that  the  Depart¬ 
ment  will  be  given  a  temporary  allowance  of  additional  FTE  to  hire  more  employees 
to  do  the  census.  The  Department  will  not  have  to  lay  off  the  rest  of  Commerce  to 
do  the  census. 

Question.  How  much  could  we  save  by  sampling  after  the  initial  return  of  census 
questionnaires? 

Answer.  The  Census  Bureau  has  made  estimates  of  saving  if  we  use  sampling 
for  the  nonresponse  follow-up  operation  in  the  2000  census.  We  have  taken  into  con¬ 
sideration  several  possible  scenarios,  and  the  savings  estimates  range  from  $300  to 
$660  million.  The  lower  estimate  assumes  a  50  percent  sample  for  nonresponse  fol¬ 
low-up  for  a  census  design  otherwise  similar  to  1990.  The  higher  estimate  assumes 
a  l-in-4  sample  of  nonrespondents  in  the  census. 

Question.  How  much  or  your  fiscal  year  1995  budget  relates  to  developing  these 
sampling  models?  You  know  last  time  we  paid  to  develop  these  models,  the  Bush 
Administration  decided  not  to  use  the  results. 

Answer.  For  fiscal  year  1995,  the  Census  Bureau  is  requesting  about  $868,000  to 
continue  research  activities  devoted  to  the  exploration  of  increased  uses  of  sampling 
and  estimation  to  replace/supplement  direct  enumeration  during  the  census.  In¬ 
creased  use  of  sampling  has  great  potential  to  reduce  costs  and  the  differential 
undercount.  Three  sampling  methodologies  are  being  designed.  They  are: 

Sampling  of  Nonrespondents  to  Reduce  Costs. — Sampling  would  take  place  at  the 
conclusion  of  our  initial  attempt  to  obtain  completed  census  questionnaires — mainly 
via  mail.  We  would  sample  the  addresses  for  which  we  do  not  have  responses  rather 
than  following  up  all  households.  Sampling  for  nonresponse  follow-up  has  many  ad¬ 
vantages:  (1)  it  decreases  the  workload  for  the  most  costly  component  of  the  1990 
census,  nonresponse  follow-up;  (2)  it  requires  fewer  enumerators  and/or  less  time, 
which  will  result  in  higher  caliber  employee  and  better  data  quality;  and  (3)  it  al¬ 
lows  more  time  and  resources  for  employing  integrated  coverage  measurement 
methods  discussed  below. 

The  Census  Bureau  has  developed  a  proposal  for  testing  sampling  for  nonresponse 
follow-up  in  the  1995  Census  Test.  This  test  will  implement  both  a  housing  unit 
sample  and  a  block  sample  in  each  site  to  produce  estimates  of  nonrespondents.  The 
sampling  rate  in  each  site  will  be  about  30  percent  of  the  total  nonresponse  uni¬ 
verse. 

Sampling  and  Integrated  Coverage  Measurement  to  Reduce  Differential  Under- 
counts. — The  Census  Bureau  is  committed  to  using  an  inte^ated  coverage  measure¬ 
ment  methodology  to  produce  a  census  that  reduces  this  differential  undercount.  To 
this  end,  the  Census  Bureau  is  investigating  a  new  way  of  taking  the  Decennial 
Census  of  Population  and  Housing  that  will  yield  a  “one-number”  census. 

We  will  use  statistical  techniques,  administrative  records,  and  the  like  to  estimate 
the  number  and  types  of  persons  missed  in  the  census  while  the  census  is  being 
conducted.  We  will  use  statistical  estimates  to  account  for  the  missed  persons,  so 
that  the  combined  (integrated)  results  will  be  available  by  the  legally  mandated 
deadlines.  We  will  test  this  methodology  in  the  1995  Census  Test. 

Content  Sampling. — In  addition  to  research  on  sampling  to  replace/supplement  di¬ 
rect  enumeration,  we  are  also  proposing  to  spend  $340,u00  for  testing  on  content 
sampling.  This  procedure  involves  the  use  of  matrix  sampling  which  offers  the  op¬ 
portunity  to  reduce  the  number  of  questions  on  each  sample  form,  thereby  reducing 
overall  respondent  burden.  It  does  not  involve  the  use  of  sampling  models  to  reduce 
the  number  of  households  visited  during  the  census.  The  $340,000  also  includes 
funding  for  content  determination  with  non-Federal  data  users. 

PROMOTING  EXPORTS  OVERSEAS 

Question.  It's  been  a  year  since  the  Clinton  Administration  decided  to  get  the 
State  Department  more  involved  in  promoting  exports.  Our  1994  subcommittee  re¬ 
port  supported  this  policy  but  warned  against  recreating  a  Foreign  Commercial 
service  within  the  Department  of  State. 

What’s  your  opinion  of  how  this  policy  change  is  working  at  the  embassy  level? 

Answer.  The  increased  focus  of  the  Ambassador  on  commercial  promotion  ^atly 
eiihances  our  ability  to  promote  U.S.  exports  overseas.  This  Ambassadorial  leader- 
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ship  provides  enthusiasm  for  the  entire  Embassy  team  to  focus  on  commercial  ac¬ 
tivities.  To  support  the  Ambassador,  the  central  commercial  player,  US&FCS,  must 
be  the  lead  in  coordinating  Embassv  resources  around  commercial  goals,  as  is  the 
case  in  most  Embassies  worldwide.  As  recommended  in  the  Trade  Promotion  Coordi¬ 
nating  Committee's  National  Export  Strategy,  each  Embassv  has  created  a  Strate^c 
Commercial  Plan  to  set  forth  the  Embassy-wide  mission  for  achieving  commercial 
objectives.  Working  closely  with  Embassy  colleagues,  US&FCS  officers  coordinated 
the  country  commercial  team  around  the  development  of  this  plan.  This  collabo¬ 
rative  inter-^ency  process  will  be  furthered  with  the  development  of  the  Country 
Commercial  Guide,  a  streamlined  compilation  of  commercial  information  to  be  gen¬ 
erated  by  each  Embassy. 

We  enthusiastically  welcome  the  upgraded  commercial  focus  overseas  in  posts 
without  US&FCS  presence.  We  are  working  closely  with  the  State  Department’s  Co¬ 
ordinator  of  Business  Affairs  to  explore  how  we  can  best  coordinate  our  overseas 
commercial  resources. 

Question.  In  Argentina,  it  was  pretty  clear  to  me  that  Ambassador  Jim  Cheek  is 
our  best  commercial  officer — he  is  constantly  out  getting  business  for  American 
firms.  But,  I’ve  heard  that  at  other  posts  your  Foreign  Commercial  Service  officers 
are  deniea  direct  access  to  the  Ambassador  and  are  required  to  report  to  and 
through  the  embassy  economic  officer. 

Is  that  correct?  At  how  many  locations  is  this  the  case?  Can  it  be  corrected? 

Answer.  At  virtually  all  posts  where  the  US&FCS  is  present  the  Senior  Commer¬ 
cial  Officer  (SCO)  reports  directly  to  the  Ambassador.  However,  there  are  still  a  few 
embassies  where  the  State  Department  does  not  allow  the  S(I!0  to  report  directly 
to  the  Ambassador,  specifically,  in  London,  Paris  and  Rome. 

Apparently  the  rationale  given  by  the  State  Department  for  having  the  SCO  (who 
is  of  Minister  Counselor  rank  in  each  of  these  countries)  report  to  the  Economic 
Minister  is  to  reduce  the  number  of  peode  reporting  directly  to  the  Ambassador  at 
these  large  posts.  However,  the  SCO  in  Tokyo — one  of  the  largest  embassies  in  the 
world — reports  directly  to  the  Ambassador,  so  it  is  unclear  why  this  rationale  ap¬ 
plies  in  some  embassies  but  not  in  others. 

Nevertheless,  the  Memorandum  of  Understanding  between  the  Departments  of 
State  and  Commerce  regarding  the  Administration  of  the  Foreign  Commercial  Serv¬ 
ice,  dated  September  26,  1979  explicitly  states:  ‘The  senior  Foreim  Commercial  Of¬ 
ficer  in  each  country  will  report  directly  to  the  Chief  of  Mission/UCM  and  at  diplo¬ 
matic  missions  will  be  a  member  of  the  County  Team.” 

US&FCS’  efforts  to  change  this  aberration  in  these  posts  have  been  unsuccessful 
to  date.  We  will  continue  to  press  the  State  Department  to  resolve  the  matter. 

Question.  Dick  Moose,  Under  Secretary  of  State  for  Management,  told  me  that  he 
thinks  there  is  too  much  duplication  and  redundancy  between  reporting  that  is  re- 
qmred  by  Commerce  of  the  commercial  officers  and  by  State  of  the  economic  officers. 
He  thinks  that  a  lot  of  workload  and  effort  could  be  saved— and  duplication  avoid¬ 
ed — ^by  consolidating  much  of  this  information,  or  making  only  one  group  responsible 
for  economic  reporting.  \\^at  is  your  opinion?  Could  we  cut  some  of  the  paperwork 
and  free  our  personnel  to  do  the  work  rather  than  report  on  it? 

Answer.  An  important  recommendation  of  the  TPCC  is  to  streamline  and  consoli¬ 
date  various  commercial  and  economic  reports  generated  by  the  embassies  into  a 
single  “Country  Commercial  Guide”.  We  have  just  sent  out  an  inter-agency  cable  to 
our  posts  overseas  with  instructions  for  preparing  the  Country  Commercial  Guide 
(CCG).  The  CCG  will  achieve  much  of  the  objective  that  you  have  identified. 

This  single  commercial  guide  will  be  prepared  by  the  embassy  coinmercial  team 
(predominately  Commerce,  Agriculture  and  State)  and  will  be  made  widely  available 
to  ^e  U.S.  business  community  by  September  1994. 

In  the  interest  of  further  streamlining,  a  number  of  additional  Congressionally- 
mandated  economic/commercial  reports,  including  the  1988  Trade  Act  Report  and 
National  Trade  Estimates  Report,  could  also  effectively  be  incorporated  into  the 
CCG,  witlyiermission  from  Congress. 

With  different  areas  of  responsibility  and  expertise,  the  economic  and  commercial 
sections  each  provide  an  important  perspective  on  commercially  relevant  informa¬ 
tion  which  could  not  be  reasonably  consolidated  into  one  single  embas^  section.  The 
economic  section  reports  on  areas  of  macroeconomic  developments,  and  the  commer¬ 
cial  section  covers  more  focused,  day-to-day  issues  affecting  business,  conducting 
sectoral  market  research,  and  seeking  out  specific  business  opportunities.  Both 
types  of  reporting  are  conducted  on  an  ongoing  basis.  This  frequent  reporting,  in  ad¬ 
dition  to  the  annual  CCG,  provides  the  critical  information  needed  by  the  U.S.  pri¬ 
vate  sector  to  engage  in  trade  and  investment  decisions.  This  range  of  overseas  mar¬ 
ket  information  is  one  that  our  embassies  in  the  field  are  uniquely  positioned  to  ac¬ 
cess  and  report. 
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ITA— U.S.  EXPORT  ASSISTANCE  CENTERS 

Question.  How  many  of  these  centers  are  you  oroposing  in  fiscal  year  1995? 

Answer.  Four  pilot  U.S.  Esmort  Assistance  uenters  (USEAC’s)  began  operations 
in  January  1994.  The  Trade  Promotion  Coordinating  Committee’s  (TPCCC)  report, 
“Towards  a  National  Export  Strategy”,  recommends  the  identification  of  ten  addi¬ 
tional  USEAC  sites  by  June,  1994,  to  become  operational  by  calendar  year  1995. 
Thus,  including  the  four  pilot  sites,  fourteen  USEAC’s  could  be  operational  by  the 
end  of  calendar  vear  1995. 

Question.  V/ill  all  domestic  International  Trade  Administration  ofTlces  be  con- 
vei^d  over  to  these  U.S.  Export  Assistance  Centers? 

Answer.  All  domestic  International  Trade  Administration  field  offices  will  be  a 
part  of  the  USEAC  network.  There  are  not  sufficient  trade  finance  resources  in  the 
held  to  convert  all  domestic  offices  to  full-service  USEAC’s  (those  with  on-site  trade 
finance  and  e^mort  marketing  specialists),  but  every  office  will  be  tied  into  the 
USEAC  network. 

Question.  On  what  basis  did  you  pick  Baltimore,  Miami,  Long  Beach  and  Chicago? 

Answer.  The  TPCC  selected  these  four  pilot  sites  based  on  the  objectives  of  export 
potential;  geographic  diversity;  opportumties  to  operate  various  models;  the  avail¬ 
ability  of  U.S.  and  Foreign  Commercial  Service,  Export-Import  Bank  and  U.S.  Small 
Business  Administration  resources;  and  the  availaoility  or  public  and  private  trade 
development  partners. 

Question.  What  is  the  cost  of  this  transition? 

Answer.  Commerce’s  share  of  the  incremental  conversion  and  start-up  costs  for 
each  new  USEAC  created  in  fiscal  year  1994  is  approximately  $250,00(5  including 
training,  but  not  including  the  cost  of  any  personnel  moves  wmch  may  be  required. 
Fiscal  year  1994  costs  were  fully  absorbed  in  the  US&FCS  budget.  The  TPCC  report 
recommends  that  ten  new  USEAC’s  be  established  in  1995. 

Question.  Won’t  these  centers  reverse  much  of  the  process  made  under  the  pre¬ 
vious  administration's  Strategic  Review  for  the  U.S.  and  Foreign  Commercial  Serv¬ 
ice  (which  got  US&FCS  to  focus  on  serious  exporters  and  not  deal  with  the  general 
walk-in  traffic)? 

Answer.  These  centers  will  augment  the  progress  made  under  the  previous  admin¬ 
istration’s  Strategic  Review.  The  US&FCS^  focus  on  export-ready  companies  will  be 
maintained.  Also,  annual  work  plans  for  the  USEAC’s  (USEAC  Strategic  Plans)  fol¬ 
low  closely  the  guidance  developed  in  association  with  the  US&FCS  Strategic  Re¬ 
view.  SBA  will  provide  guidance  to  non-export  ready  businesses  and  will  assist 
those  export-ready  firms  that  can  benefit  froir*  SBA’s  trade  finance  programs. 
Through  partnership  networks  established  by  each  USEAC,  non-export  ready  busi¬ 
nesses  are  guided  to  appropriate  sources  of  assistance  outside  the  USEAC,  thereby 
continuing  the  focus  on  established,  capable  and  committed  new-to-market  export 
businesses.  Thus,  the  USEAC’s  provide,  either  directly  or  through  partners,  the  ap¬ 
propriate  level  of  service  required  by  firms  along  the  exporting  continuum. 

Question.  Who  in  these  centers  is  going  to  decide  which  client  sees  the  US&FCS 
vs.  SBA  vs.  Export  Import  Bank  personnd? 

Answer.  US&FCS,  EXIM  and  SBA  have  developed  a  protocol  at  each  of  the  four 
pilot  USEAC’s  to  assess  the  export-readiness  of  new  clients  and  direct  them  to  the 
appropriate  sources  of  assistance,  either  witliin  or  outside  the  USEAC.  Export-ready 
clients  that  require  both  export  marketing  and  trade  finance  assistance  receive  team 
counseling  from  USEAC  participants.  Non-export  ready  businesses  are  guided  by 
SBA  to  a^ropriate  sources  of  nelp  among  the  local  network  of  export  assistance 
partners.  Thus,  the  USEAC’s  are  able  to  provide,  either  directly  or  through  part¬ 
ners,  the  appropriate  level  of  service  required  by  a  firm  at  each  stage  of  the  export 
process. 

Question.  Will  SBA  and  EXIM  Bank  personnel  be  given  authority  to  task  overseas 
US&FCS  offices? 

Answer.  The  integration  of  the  operations  of  US&FCS,  Eximbank  and  SBA  pro¬ 
vides  access  to  US&FCS  offices  overseas.  Any  tasking  of  US&FCS  posts  overseas 
can  be  done  through  the  local  US&FCS  team  member  who  is  familiar  with  US&FCS 
operations,  priorities  and  tasking  protocol.  Overseas  FCS  posts  have  long  been  re¬ 
sponsible  for  representing  EXIM,  TDA  and  OPIC. 

OVERSEAS  TRADE  MISSIONS 

Question.  It  seems  like  since  this  Trade  Policy  Coordinating  Committee  “TPCC” 
Report,  we  have  a  proliferation  of  Federal  Agencies  getting  into  the  Export  Pro¬ 
motion  Business  and  sponsoring  overseas  Trade  Missions.  How  many  Trade  Mis¬ 
sions  is  Commerce  (by  Bureau)  planning  to  conduct  in  fiscal  year  1994?  What  is  the 
cost? 
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Answer.  The  TPCC  has  created  a  Trade  Events  Board,  chaired  by  a  US&FCS  rep¬ 
resentative,  to  provide  Federal-wide  coordination  for  all  trade  missions.  All  agencies 
that  participate  in  the  TPCC  are  aware  of  their  responsibility  to  coordinate  their 
missions  through  this  Board. 

Commerce  is  conducting  47  missions  in  fiscal  year  1994,  and  might  add  missions 
if  conditions  warrant  adcutional  activity.  All  of  these  are  being  conducted  by  ITA. 
The  directly  related  costs,  which  are  borne  by  participant  contributions  or  fees  to 
sponsoring  entities,  are  projected  at  $953,000  for  the  47  missions.  Additional  cost 
would  be  entailed  if  other  missions  come  to  fruition. 

Question.  Federal-wide  how  many  trade  missions  are  planned  by  Agency?  What 
is  the  cost?  Who  or  what  agency  is  responsible  for  coordinating  Uiese  trade  mis¬ 
sions?  For  example,  SBA  is  leading  a  mission  to  Argentina  soon — who  approved  that 
mission  and  determined  that  it  would  not  conflict  with  the  MBDA  Trade  Mission 
or  other  Agencies  missions? 

Answer.  We  know  of  67  trade  missions  planned  by  government  agencies  this  year, 
if  the  full  complement  of  Commerce  missions  (47)  is  carried  out.  Seven  of  the  47 
Commerce  missions  are  explicitly  identified  as  supporting  other  Federal  agencies 
(the  seven  will  cost  $28,000).  The  20  missions  which  Commerce  will  not  coordinate 
are  being  conducted  by  OPIC,  the  Department  of  Agriculture,  the  SBA,  the  Depart¬ 
ment  of  Energy,  and  the  Department  of  Transportation.  We  have  recently  estab¬ 
lished  a  TPCCj^ade  Events  Board,  which  should  improve  coordination.  The  Trade 
Events  Board’s  charter  is  to  serve  as  a  coordination  point  to  ensure  a  Federal  gov¬ 
ernment  trade  event  schedule  which  will  eliminate  duplication  and  overlap  of  events 
and  missions. 

SBA  did  not  cooi*dinate  plans  for  the  Argentina  mission  through  Commerce,  but 
we  are  working  with  them  to  ensure  their  events  in  the  future  are  coordinated  inter¬ 


agency. 

MBDA  plans  to  conduct  a  total  of  three  (3)  Matchmaker  trade  delegations  in  fiscal 
year  1994  at  a  cost  of  approximately  $1,000  to  $1,500  per  company  to  affect  admin¬ 
istrative  costs.  This  includes  such  costs  as  pre-  and  post-trip  follow-up  and  trans¬ 
lation  services. 

MBDA  is  the  only  federal  agency  with  the  sole  mission  of  assisting  minority 
owned  firms.  Therefore  its  Matchmaker  trade  delegations  area  specifically  designed 
to  assist  minority  business  enterprises  at  the  “new-to-export”  market  level.  SBA  is 
charged  with  assisting  small  and  minority  businesses  witn  more  emphasis  on  small 
than  minority;  ITA  primarily  deals  with  “export  ready”  firms  which  may  be  large 
or  small  businesses.  As  a  result,  MBDA  plans  for  trade  delegations  do  not  conflict 
with  SBA  and  ITA.  MBDA  participates  in  minority  Matchmaxer  delegations  which 
are  tailored  to  the  needs  of  the  participants. 

MBDA’s  Matchmakers  are  implemented  in  coiyunction  with  ITA  who  has  the  re¬ 
sponsibility  for  coordination  with  other  federal  agencies. 


US&FCS  BUDGET  AND  PERSONNEL  LEVELS 

Question.  Personnel  (for  U.S.  citizen  and  FSN  employees)  by  country  and  region, 
and  budgets  by  country  and  region.  Please  break  out  FSN  payroll  separately. 

Answer.  The  following  table  reflects  the  personnel  (US&FSN  employees),  and 
budgets  by  country  and  region: 


FISCAL  YEAR  1994  US&FCS  OVERSEAS  STAFFING 


Region 

FSN/PIT 

budget 

Post  total 

Americans 

FSN/PIT 

On  board 

In  process 

On  board 

In  process 

ANESA  . 

2,305 

4,622 

23 

4 

91 

9 

EAR . 

7.757 

11,846 

49 

7 

157 

20 

EUR  . 

10,811 

15,720 

61 

209 

10 

WH . 

4,421 

6,983 

34 

4 

126 

8 

NIS  . 

223 

1,630 

13 

30 

5 

MDB  . 

243 

617 

4 

6 

1 

Total  . 

25,561 

41,418 

184 

15 

619 

53 

ANESA: 


Algeria 
Egypt  .. 


24 

196 


86 

320 


2 


2 

9 
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nSCAL  YEAR  1994  US&FCS  OVERSEAS  STAITING-Continued 


Region 

India . . 

156 

478 

Israel . 

234 

340 

Kenya  . 

27 

79 

Kuwait . 

208 

342 

Morocco . 

94 

174 

Nigeria  . 

63 

358 

PaKlstan . 

64 

169 

Saudi  Arabia . 

751 

1,200 

South  Africa . 

239 

564 

UAE  . 

249 

559 

kmvKm 

On  burd  In  pfocess 


On  board  In  process 


19  2 

5  1 

3  . 

4  1 

4  . 

5  2 

7  . 

20  . 

6  3 

7  . 


Total  ANESA .  2.305  4.669  23  4  91  9 


EAP: 

Australia  .  492 

China  .  308 

Hong  Kong  .  480 

Indonesia  .  206 

Japan  .  4,563 

Korea .  623 

Malaysia .  135 

New  Zealand .  144 

Philippines .  99 

Singapore .  291 

Thailand .  215 


710 

3  ... 

14 

1 

1,089 

11 

1 

24 

7 

1,453 

3 

1 

12 

3 

509 

4  ... 

13  ... 

5,263 

12 

3 

38 

6 

768 

7  ... 

18  ... 

278 

2  .... 

8  ... 

217 

1 

5  ... 

377 

2  .... 

8  ... 

586 

3  .... 

9  ... 

596 

2 

1 

8 

3 

Total  EAP 


7.557  11.846  49  7  157  20 


Europe: 

Austria  . 

515 

622 

Belgium . 

553 

694 

Belgium-USEC . 

185 

365 

Bulgaria . 

30 

115 

Croatia . 

23 

29 

Czech  Rep . 

46 

183 

Denmark . 

318 

438 

Finland . 

150 

241 

France . 

1,342 

1,929 

France-liSOECO . 

94 

Germany . 

2,368 

3,039 

Greece . 

196 

252 

Hungary . 

105 

183 

Ireland . 

120 

191 

Italy . 

1,082 

1,534 

Netherlands . 

513 

704 

Norway . 

141 

255 

Poland . 

138 

492 

Portugal  . 

224 

341 

Romania . 

58 

118 

'f, 

Serbia . •. . 

19 

21 

I-  ' 

Spain . 

789 

1,076 

Sweden . 

245 

347 

‘-'v-  - 

'.V- 

Switzerland . 

445 

541 

4'' 

Tuilrey . 

394 

626 

-nS 

UK . 

812 

1,290 

,s 


1 

2 
3 
1 


2 

1 

1 

6 

1 

12 

1 

1 

1 

6 

3 

1 

3 

1 

1 


4 

1 

1 

3 

4 


.7  . 

8  . 

3  . 

3  . 

1  . 

5  . 

5  . 

3  . 

22  . 

1  . 

33  5 

7  1 

6  . 

4  . 

19  2 

9  1 

3  . 

7  . 

6  . 

3  . 

1  . 

13  . 

7  . 

6  . 

10  . 

17  1 
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n$CAl  YEAR  1994  USAfC$  OVERSEAS  STAmNti>~Continued 


Rtfioft 

FSN/PIT 

budget 

Post  total 

Amencins 

FSH/PiT 

On  board  tn  process 

On  board 

In  process 

Total  EUR  . 

10,811 

15,720 

61  ... 

209 

10 

m. 

Argentina  . 

387 

619 

2  ... 

8 

Brazil . 

668 

1,325 

5 

1 

18 

1 

Canada  . 

\  815 

1,003 

6  ... 

19 

Chile . 

319 

502 

2  ... 

9 

Colonibia . 

280 

415 

2  ... 

10 

Costa  Rica . 

78 

137 

1  ... 

3 

Dom.  Rep  . 

57 

135 

1  ... 

3 

Ecuador  . 

108 

155 

1  ... 

6 

Guatemala  . 

112 

133 

1 

4 

Honduras . 

77 

100 

4 

Jamaica . 

2 

Mexico . 

1,019 

1,554 

10 

1 

29 

3 

Panama . 

126 

215 

1  .... 

4 

Peru . 

75 

223 

1 

2 

Venezuela . 

300 

465 

■  3  .... 

7 

4 

Total  WH . 

4,421 

6,983 

34 

4 

126 

8 

NIS: 

Armenia . 

1 

Azerbauan . 

1 

Byelarus . 

9 

Kazakhastan  . 

30 

101 

1  ... 

4 

Russia . 

151 

1,110 

9  ... 

21 

Ukraine . 

32 

323 

2  ... 

4 

2 

Uzbekistan  . 

10 

85 

1  ... 

1 

3 

Total  NIS . 

223 

1,630 

13  ... 

30 

5 

Multi-lateral  development  banks; 

Ivory  Coast . 

168 

361 

2  .... 

4 

Philippines-ADB . 

12 

114 

1  .... 

1 

UK-E8R0 . 

63 

142 

1  .... 

1 

1 

Total  MBD . 

243 

617 

4  .... 

6 

1 

Question.  What  is  the  pay  raise  rate  proposed  in  the  budget  for  Foreign  Service 
National  en^loyees? 

Answer.  Wage  chan^  are  a  component  of  the  fiscal  year  1995  overseas  wages 
adjustment  to  oase  (ATB)  and  vary  country  to  country.  The  net  fiscal  year  1995 
ATB  request  for  overseas  wages  for  US&FCS  is  $1,050,000.  To  determine  this  ATB, 
our  mooel  uses  data  for  changes  in  wages,  and  also  for  inflation  and  currency  gains/ 
losses.  The  results  are  computed  on  a  country  by  country  basis.  The  net  total  of  all 
these  components  equals  4  percent  of  FSN  compensation  and  benefits  projected  for 
if  fiscal  year  1994. 

USTTA  BUDGET  AND  PERSONNEL  LEVELS 

$7  Question.  Please  provide  a  table  indicating  the  following  data  on  the  United 

States  and  Foreign  Commercial  Service  for  fisc^  year  1994. 

>  Personnel  (for  U.S.  CHtizen  and  FSN  cmplOTees)  by  country  and  region,  and  budg- 
ets  by  country  and  region.  Please  break  out  FSN  payroll  separately. 

What  is  the  pay  raise  rate  proposed  in  the  bud^t  for  Foreign  Service  National 

>  Employees? 


>  Answer.  The  following  table  reflects  the  personnel  (US&FSN  employees),  and 

%  budgets  by  country  and  region: 

\  — — - - - 

i-  Counrrv  ^  ^  W,S.  FSN 

Cotntry  Budgel/country  Percent  ^  ^ 


Canada  .  $281,000  $219,000  $1,353,000  1  7  3  4 

Mexico .  239,100  204,500  1.005,500  9.9  3  4 

United  Kingdom .  239,000  225,000  1.259.500  4.5  3  4 

France  .  186.000  278,000  966,500  2  7  2  6 

Germany .  202,000  284.000  1.581,500  2.9  2  5 

Japan  .  285,000  333,000  1,501.500  2.3  2  4 

Australia  .  102,000  81,000  624,500  4.3  1  1 

Italy .  107,000  175,000  521,500  4.3  1  1 

Netherlands .  139,000  85,000  470.500  2.4  1  1 

Miami  (S.  Amer.)  .  141,000  .  382,000  3.8  2  . 


Question.  In  last  year's  bill,  this  Subcommittee  added  $3.0  million  to  ITA's  Import 
Administration  (lA)  to  hire  additional  accountants,  CPA’s  and  MBA's.  As  you  may 
recall,  both  your  Inspector  General  and  private  industry  have  criticized  the  lack  of 
accountants  to  conduct  investigations  of  unfair  trade  practices.  I  personally  argued 
for  this  increase  in  Conference  which  the  House  proposed. 

As  I  look  at  your  budget  justification,  I  can  find  no  evidence  of  additional  person¬ 
nel  being  hireo  by  the  Import  Administration  in  fiscal  year  1994  as  a  result  of  our 
efforts  and  the  $3.0  million  increase.  Your  budget  indicates  that  in  fiscal  year  1993, 
lA  had  337  positions.  And  for  fiscal  year  1994,  348  positions.  And  for  fiscal  year 
1995,  your  budget  shows  a  reduction  down  to  340  positions. 

What’s  going  on?  When  we  give  you  money  to  mre  additional  accountants,  MBA's 
and  CPA’s — that's  what  it  is  for — and  nothing  else. 

Answer.  The  fiscal  year  1994  appropriations  conference  report  provided  lA  "with 
an  increase  of  $3,000,000  to  hire  aaditional  accountants  and  financial  analysts.”  The 
Report  did  not  specify  an  increase  in  PTE,  but  clearly  called  for  the  hiring  of  “addi¬ 
tional”  staff. 

The  omission  of  a  reference  to  increased  FTE  in  the  Report  lai^ap  has  forced 
management  into  a  difficult  position  since  the  addition  of  new  FTE,  absent  author¬ 
ization  in  the  Appropriations  language,  is  inconsistent  with  the  President’s  directive 
to  rtduce  FTE. 

In  view  of  this  predicament,  lA  management  has  adopted  an  aggressive  hiring 
plan  to  hire  24  Antidumping  (AD)/Countervailing  Duty  (CVD)  Financial  Analysts 
within  lA’s  existing^E  ceiling.  Since  no  new  FTjE  are  available  to  lA,  management 
will  look  toward  frE  capacity  generated  by  its  historically-high  turnover  rate  to 
sum>ort  these  new  positions.  This  is  not  an  ideal  arrangement.  Ideally,  additional 
FTE  should  be  provided  to  hire  new  empl^ees  with  the  budget  increase. 

Albeit  new  hiring  without  additional  FTE  is  an  undesirable  path  to  follow,  this 
is  LA’s  only  alternative  to  ensure  our  responsiveness  to  Congressional  intent  to  hire 
additional  accountants  and  financial  analysts. 

These  analysts  will  have  specialized  knowledge  of  the  theories  and  principles  of 
finance  and  accounting  which  govern  and  apply  to  business  operations  and  trans¬ 
actions,  sufficient  to  plan  and  conduct  comprenensive  analyses  of  corporate  financial 
structures,  accounting  practices  and  systems,  and  cost/price  information. 

Further  enhanced  analytical  staff  power  will  increase  the  depth  and  quality  of 
AD/CVD  verification  activities  and  be  critical  to  addressing  the  increasing  complex¬ 
ity  of  casework  caused  by  a  variety  of  factors,  including  tne  continuing  emergence 
of  multinational  corporations,  hyperinflationary  and  non-market  economies. 

Management  is  committed  to  effective  enforcement  of  the  AD/CVD  laws,  and  the 
recruitment  of  these  positions  is  essential  to  ensuring  a  necessary  diversity  of  criti¬ 
cal  analytical  skills  in  our  staff. 

The  reduction  of  positions  for  fiscal  year  1995  resulted  from  the  President’s  Exec¬ 
utive  Order  on  FTE  reduction. 

Following  is  a  breakdown  of  the  use  of  the  $3  million  increase: 

[In  thousanda  of  dollars) 


Directly  related  to  hiring  new  financial  analysts: 

Personnel  Compensation  and  Benefits  for  24  new  hires .  968 

Travel  for  on-site  verification  (international) .  136 

Utilities .  2 
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Printii^ . 63 

Other  Services  Oargely  training  and  mainframe  computer  support)  .  265 

SuppUes  .  17 

administi^tion  and  executive  overhead  .  180 

Payments  to  the  Department  for  office  space  and  Office  of  General  Coun¬ 
sel  support  .  399 


Total . ,2.092 


Support  for  investigations  and  reducing  backlog: 

^avel — on-site  verification .  171 

Transportation  of  things  (shipments,  relocation  costs,  etc.) .  87 

Printing .  100 

Training  and  computer  support . . .  100 

Supplies  .  100 

Equipment .  350 


Total  .  908 


Grand  total  .  3,000 


NTIA  INFORMATION  INFRASTRUCTURE  GRANTS 

Question.  In  fiscal  year  1994  ^ou  requested  $51  million  and  we  provided  $26  mil¬ 
lion  for  a  totally  new  Information  Infrastructure  Grant  program.  The  only  thing  I 
recall  was  stating  that  this  program  needed  to  be  fully  competitive  and  then  watch¬ 
ing  an  avalanche  of  earmark  report  language  fix>m  the  House  and  Senate  members. 
The  folks  back  home  obviously  see  this  as  a  grant  opportunity  for  “sooey  pig” — let’s 
get  some  pork. 

The  first  round  of  ^ants  has  not  yet  been  selected,  yet  in  fiscal  year  1995  you 
are  proposing  $100  million,  an  increase  of  $74  million  or  280  percent  for  this  pro¬ 
gram. 

Why  such  a  lai^e  increase  for  an  unproven,  demonstration  program? 

How  are  we  going  to  keep  this  from  simply  becoming  a  pork  barrel? 

You’ve  also  proposed  cutting  the  Public  Telecommunications  Facilities  Program, 
from  $24  million  to  $10.7  million.  Readii^  your  budget  justification,  it  appears  that 
you’ve  decided  that  ^nald  Reagan  and  C^orge  Bush  were  right.  Could  you  give  me 
your  rationale. 

Answer.  The  proposed  increase  in  the  Nil  grants  program  is  consistent  with  the 
Administration’s  position  for  bringing  a  modem  telecommunications  and  informa¬ 
tion  infrastructure  to  all  American's  by  the  21st  century.  The  requested  amount  of 
money  that  will  be  used  for  grants  will  demonstrate  to  the  public  and  private  sec¬ 
tors  mike,  our  commitment  to  bringing  this  vision  to  reality.  At  this  time,  there  is 
great  opportunity  for  the  Government  to  leverage  its  investment  and  stimulate  fur¬ 
ther  private  sector  investment  in  building  the  Nil.  This  will  result  not  only  in  keep¬ 
ing  tne  Nation  and  its  telecommunications  and  information  service  providers  and 
manufacturers  competitive  in  the  expanding  market  for  telecommunication  goods 
and  services,  but  provides  a  great  op^rtunity  to  enhance  the  delivery  of  key  social 
services,  such  as  education  and  health-care  to  all  our  citizens. 

The  Administration  intends  that  the  Nil  grants  program  remain  a  highly  competi¬ 
tive  program,  awarding  grants  based  on  merit  and  adherence  to  the  principles  we 
have  articulated  to  ensure  that  all  Americans  will  have  access  to  the  benefits  of  the 
Nil.  Working  with  the  Conmss,  we  can  ensure  that  this  remains  the  case. 

In  fiscal^ar  1995,  the  Public  Telecommunications  Facilities,  Planning  and  Con¬ 
struction  (I^FP)  will  be  changed  to  the  Public  Broadcasting  Facilities,  Planning  and 
Construction  (PBFP).  The  proposed  reduction  in  the  funding  for  the  PBFP  in  fiscal 
year  1995  is  largely  the  result  of  our  decision  to  incorporate  grants  for  distance 
learning  projects,  which  up  until  this  year,  have  been  included  as  part  of  the  PTFP, 
into  the  Nil  grants  program  beginning  in  fiscal  year  1995.  This  decision  will  help 
to  assure  that  distance  learning  projects  continue  to  receive  the  special  attention  re¬ 
quired  if  we  are  goin^  to  bring  increased  educational  opportunities  to  all  Americans 
as  part  of  our  Nil  vision. 

In  fiscal  year  1993,  one-third  of  the  funds  awarded  as  grants  in  the  PTFP  sup¬ 
port  distance  learning  projects.  If  we  use  this  figure  as  a  ^ide,  then  we  would 
expect  PTW  to  fund  altwut  $8  million  in  distance  learning  projects  this  year— fiscal 
year  1994.  Next  year,  in  fiscal  year  1996,  these  projects  will  be  funded  as  part  of 
the  Nil  grants  program.  Therefore,  the  projx>sea  decrease  to  PBFP  in  fiscal  year 
1996  is  in  actuality  much  smaller  than  may  first  appear. 
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The  Administration  is  committed  to  a  sound  and  viable  public  broadcasting  infra¬ 
structure.  Public  television  signals  cover  over  96  percent  of  the  U.S.  population,  and 
public  radio  simials  can  reach  nearly  90  percent  of  our  people.  With  tne  support  of 
the  Congress  through  the  years,  the  PTFP  has  been  extremely  successful  in  meeting 
the  objectives  initi^y  set  forth  for  the  program — namely  to  extend  the  coverage  of 
public  telecommunications  services  in  an  efficient  and  economical  fashion  to  as 
many  citizens  as  possible.  We  remain  committed  to  this  goal  and  to  the  goal  of  in¬ 
creasing  public  telecommunications  services  and  facilities  available  to,  operated  by, 
and  owned  by,  women,  minorities,  and  other  socially  and  economically  disadvan¬ 
taged  Americans. 


UNALLOCATED  BUDGET  AMENDMENTS 

Question.  I.i€on  Panetta  likes  to  put  general  cuts  in  the  back  of  the  budget  so  no 
one  sees  them.  Last  year  he  put  a  cut  for  the  Judiciary  under  ‘"negative  allowances,” 
This  year  we  get  "Prrcurement  Reform.”  On  Thursday  the  Piesident  transmitted  a 
series  of  budget  amendments  reducing  this  request  for  this  bill  by  $46.2  million.  For 
the  Department  of  Commerce  this  cute  your  request  by  $12.4  million. 

However,  the  $12.4  million  is  not  allocated  bv  bureau  or  appropriation  account. 

How  is  the  Department  going  to  save  funds  by  procurement  reform — what  does 
this  mean  exactly?  Why  aren’t  you  doing  it  now  in  1994? 

Answer.  At  this  time,  any  significant  procurement  savings  to  be  realized  by  the 
Department  can  be  realized  only  by  reducing  requirements;  i.e,,  the  program  dollars 
spent  through  the  procurement  process.  It  is  anticipated  that  procurement  reforms, 
such  as  full  implementation  of  electronic  commerce,  limiting  reviews  and  approvals 
to  those  that  add  value,  and  eliminating  unnecessary  regulations,  will  allow  us  to 
reduce  and  reallocate  resources  over  the  next  few  years. 

We  did  reduce  procurement  resources  in  the  fiscal  year  1994  budget.  The  Depart¬ 
ment  took  a  3  percent  reduction  for  administrative  expenses  in  1994  which  already 
reduced  the  Department’s  procurement  resources. 

Question,  How  do  you  want  or  expect  us  to  allocate  this  $12.4  million  reduction? 

Answer.  The  Department  is  preparing  a  distribution  of  this  reduction  by  bureau/ 
"  account.  This  will  be  provided  to  the  Subcommittee. 

Question.  Do  you  expect  this  to  be  just  another  general  reduction  from  NOAA? 

Answer.  No.  The  Department  plans  to  distribute  this  reduction  proportionately  to 
its  bureaus.  Since  NOAA  is  the  largest  bureau  within  Commerce  and  the  largest 
procurer  of  equipment  and  services,  it,  therefore,  takes  the  largest  reduction. 

EXPORTER  SALES  PRICE  OFFSET  AND  PROFIT  DEDUCTION 

Question.  We  must  reverse  course  on  ESP  and  profits  because,  in  cases  involving 
dumping  by  a  foreign  country  through  their  subsidiaries,  the  DOC  regulations  auto¬ 
matically  put  the  U.S,  company  at  a  16  to  20  percent  disadvantage.  Furthermore, 
we  need  a  change  of  policy  in  this  area  to  hold  the  fort  against  the  weakening  of 
the  dumping  laws  which  will  be  caused  by  the  new  sunset  and  de  minimis  rules 
under  the  Uru^ay  Round.  Therefore,  it  is  imperative  that  you  place  both  the  export 
sales  price  offset  amendment  and  the  profits  amendment  in  your  list  of  “nec¬ 
essary^’ — not  merely  “appropriate” — provisions  of  the  Uruguay  implementing  legisla¬ 
tion. 

Do  you  plan  to  rectify  this  situation  in  the  implementing  language  of  the  Uruguay 
Round? 

Answer.  No  decision  has  yet  been  made  about  whether  and  how  to  deal  with  this 
issue  in  Uruguay  Round  implementing  lemslation.  The  issue  is  an  extremely  com¬ 
plex  one.  Should  the  implementing  legislation  make  changes  of  the  nature  sug¬ 
gested,  a  number  of  existing  statutory  provisions  would  have  to  be  modified  to  en¬ 
sure  that,  in  making  ESP  calculations,  real  dumping  mar^ns  are  not  diswised  and 
artificial  margins  not  created,  and  to  ensure  consistency  with  our  GATT  ohligations. 

FOREIGN  TRADE  ZONES 

Question.  Why  are  we  increasing  the  number  of  trade  zones? 

If  you  are  serious  about  cutting  the  trade  deficit,  shouldn’t  you  scale  back  the 
number  of  trade  zones  rather  than  increase  them? 

Answer.  The  number  of  new  zones  and  subzones  has  been  relatively  constant  in 
recent  years,  though  we  foresee  a  reduction  in  new  projects  in  the  years  ahead.  Of 
the  61  Orders  issued  by  the  Foreign-Trade  Zones  Board  during  1993  (compared  to 
a  total  of  64  Orders  in  1992),  7  involved  new  general-purpose  zones  (8  in  1992)  and 
19  involved  subzones  (29  in  1992).  The  other  23  actions  in  1993  involved  changes 
to  existing  zones. 
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We  believe  that  the  decisions  of  the  Board  in  these  cases  reflect  a  policy  that  ad¬ 
dresses  your  concerns  and  those  of  the  industries  that  oppose  the  use  of  zone  proce¬ 
dures  for  import  manufacturing  activity,  most  of  which  takes  place  in  subzones.  We 
limited  full  zone  benefits  to  ejmort  activity  in  11  of  the  19  siibzone  cases  approved 
in  1993.  We  also  included  similar  restrictions  in  decisions  .we  made  on  propo^s  for 
new  manufacturing  authority  within  2  existing  general-purpose  zones. 

The  Board  will  continue  restricting  authority  for  import  manufacturing  activity 
that  involves  products  such  as  textiles,  steel,  and  a^cultural  products  subject  to 
quotas.  While  it  has  always  followed  a  practice  of  limiting  or  denying  zone  benefits 
when  there  are  trade  policy  issues  or  negative  economic  consequences,  the  process 
has  become  more  exacting  under  the  1991  comprehensive  revisions  to  the  Board’s 
relations. 

In  cases  where  authority  is  reauested  for  import  manufacturing,  the  analysis  of 
policy  and  economic  factors  includes  consideration  of  trade  deficit  implications.  We 
take  into  account  the  puipose  zones  serve  in  helping  state/local  port  and  economic 
development  agencies  achieve  their  oWectives.  In  regard  to  foreign  investment 
projects,  we  consider  the  economic  benefits  that  flow  from  domestic  operations  that 
might  displace  imports  of  finished  products.  Foreign-sourcing  levels  remain  subject 
to  monitoring  to  ensure  that  zone  procedures  do  not  create  an  increase  in  imports 
or  delay  shifU  to  domestic  sourcing. 

As  we  continue  to  review  the  applications  filed  with  the  Board  on  their  individual 
merits,  we  are  evaluating  our  practices  as  well  as  the  future  course  of  the  PTZ  pro¬ 
gram.  We  will  remain  mindful  of  your  comments  as  we  do  so. 


Questions  Submitted  by  Senator  Robert  C.  Byrd 


STATUS  OF  WEST  VIRGINIA  NTIA  GRANTS 

Question.  Secretary  Brown,  in  response  to  one  of  my  questions  from  last  yearns 
hearing,  you  provided  the  Committee  the  following  list  of  three  fiscal  year  1993  ap¬ 
plications  from  West  Virginia  tliat  are  in  the  initial  stages  of  review  by  the  Public 
Telecommunications  Facilities  Construction  Grant  Program. 

West  Virginia  Library  Commission  (93018),  Charleston,  West  Virginia,  requests 
$2,860  to  improve  the  operations  of  the  West  Virginia  Radiio  Reading  Service  by  re¬ 
placing  cassette  machines  N^ith  broadcast  quality  recorders  and  pla^^ack  machines. 
The  radio  reading  service  reaches  approximately  4,500  handicapped  residents  of 
West  Virginia 

West  Virginia  Educational  Broadcasting  Authority  (93046),  Charleston,  West  Vir¬ 
ginia,  requests  $45,011  to  improve  the  operations  of  WSWP-TV  in  Grandview,  West 
Virginia,  by  replacing  a  badly  worn  and  inadequate  master  control  switcher  and  to 
acquire  a  new  color  &ld  camera. 

Pocahontas  Communications  Cooperative  Corp.  (93280),  Dunmore,  West  Virginia, 
reauests  $154,448  to  extend  and  improve  the  service  of  public  radio  station  W>^R- 
AM  by  constructing  two  repeater  transmitters  to  serve  residents  of  Bath  and  High¬ 
land  Counties.  WVWR-AM  will  provide  twelve  hours  per  day  of  programming  via 
a  studio-to-transmitter  link  to  two  FM  transmitters;  local  origination  studios  at  the 
transmitter  sites  will  add  an  additional  six  hours  per  day  of  local  programming.  The 
transmitters  will  provide  a  first  public  radio  service  to  7,500  persons. 

Secretary  Brown,  please  pi'ovide  for  the  record  an  updated  status  report  on  the 
three  applications  from  West  Virginia  and  any  other  prospective  grants  in  West  Vir¬ 
ginia.  Include  in  this  information  the  current  stage  of  each  prospective  West  Vir¬ 
ginia  project  and  the  expecteii  award  date  of  each  project.  What  are  the  Administra¬ 
tion’s  plans  for  this  pro^am? 

Answer.  The  following  fiscal  year  1993  PTFP  applications  were  awarded  by  NTIA: 
West  Virginia  Educational  Broadcasting  Authority  (93046),  Charleston,  West  Vir¬ 
ginia.  Awarded  $45,011  to  replace  a  badly  worn  and  inadequate  master  control 
switcher  and  to  acquire  a  new  color  filed  camera  for  WSWP-Tv  in  Grandview.  Poca¬ 
hontas  Communications  Cooperative  Corp.  (93280),  Dunmore,  West  Virmnia, 
Awarded  $139,003  to  extend  and  improve  the  service  of  public  radio  station  WvMR- 
AM  by  constructing  two  repeater  transmitters  to  serve  residents  of  Bath  and  High¬ 
land  Aunties. 

The  following  fiscal  year  1993  PTFP  application  was  deferred  for  future  consider¬ 
ation:  West  Virginia  Libraiy  Commission  (93018),  Charleston,  West  Virginia.  Re¬ 
quested  $2,860  to  improve  the  operations  of  the  West  Virginia  Radio  Reading  Serv¬ 
ice  by  replacing  cassette  machines  with  broadcast  quality  recorders  and  playback 
machines. 

The  following  fiscal  year  1994  applications  were  received  by  NTIA: 
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West  Virginia  Educational  Broadcasting  Authority  (94008),  Charleston,  West  Vir¬ 
ginia.  Requested  $116,080  to  replace  and  upgrade  production  equipment  at  WPBY- 
TV  in  Huntin^^n. 

West  Virginia  Educational  Broadcasting  Authority  (94028),  Charleston,  West  Vir¬ 
ginia.  Requested  $523,611  to  extend  the  service  of  West  Virginia  Public  Radio  by 
establishing  transmission  facilities  in  Petersburg  and  White  Smphur  Springs  and  to 
establish  satellite  reception  facilities  at  the  existing  public  radio  stations  that  com¬ 
prise  the  state  network. 

WCZR  Radio  (94232),  Charleston,  West  Virginia.  I^uested  $949,071  to  improve 
and  replace  the  existing  facilities  of  the  non-commercial  radio  station  and  to  expand 
the  coverage  of  the  station. 

West  Virginia  Educational  Broadcasting  Authority  (94309),  Morgantown,  West 
Virginia.  Requested  $149,500  to  replace  studio  production  equipment  at  WNPB-TV 
in  Morgantown. 

These  applications  are  currentlj^nder  review.  It  is  anticipated  that  we  will  an¬ 
nounce  the  recipients  of  the  1994  I^FP  grants  in  mid-Septemoer  of  this  year. 

Question.  What  are  the  Administration's  ^ans  for  this  program? 

Answer.  In  fiscal  year  1995,  the  Public  Telecommunications  Facilities,  Planning 
and  (Construction  (PTFP)  will  be  changed  to  the  Public  Broadcasting  Facilities, 
Planning  and  (Construction  (PBFP).  This  Administration  is  the  first  one  in  12  years 
to  r^uest  any  funding  for  the  PBFP.  The  fiscal  year  1995  request  for  PBFP  is  $10.7 
million,  a  decrease  of  $13.3  million  from  the  fiscal  year  1994  appropriation  of  $24.0 
million. 

While  part  of  the  cut  reflects  budgetary  restraints,  most  of  this  change  reflects 
a  transfer  of  funds  from  the  PBFP  to  the  new  Nil  grants  program.  For  example, 
in  fiscal  year  1994,  PTFP  expects  to  fund  up  to  $7  to  $8  million  for  distance  learning 
pi^ects  that  next  year  would  be  funded  out  of  the  Nil  grants  program. 

The  Administration  remains  firmly  committed  to  public  broadcasting  and  the 
PBFP.  We  plan  to  use  every  dollar  wisely.  We  expect  the  PBFP  to  continue  to  fund 
projects  which  establish  puDlic  television  and  radio  stations  in  unserved  areas.  We 
want  to  give  minorities  and  women  more  access  to  and  control  of  public  broadcast¬ 
ing  stations  and  also  improve  public  telecommunications  services  to  the  visually  and 
hearing  impaired.  Finally,  we  will  give  every  consideration  to  the  importance  of 
maintaining  essential  equipment  at  stations  in  those  communities  which  are  cur¬ 
rently  only  served  by  one  public  radio  or  television  station.  We  do  not  want  to  see 
stations  “go  dark.” 

The  Administration  is  committed  to  a  sound  and  viable  public  broadcasting  infra¬ 
structure.  Public  television  signals  cover  over  95  percent  of  the  U.S.  population,  and 
public  radio  simials  can  reach  nearly  90  percent  of  our  people.  With  the  support  of 
the  Congress  through  the  years,  the  PTFP  has  been  extremely  successful  in  meeting 
the  objectives  initiflly  set  forth  for  the  program — namely  to  extend  the  coverage  of 
public  telecommunications  services  in  an  efficient  and  economical  fashion  to  as 
many  citizens  as  possible.  We  remain  committed  to  this  goal  and  to  the  goal  of  in¬ 
creasing  public  telecommunications  services  and  fcciUties  available  to,  operated  by, 
and  owned  by,  women,  minorities,  and  other  soci^ly  and  economically  disadvan¬ 
taged  Americans. 

CHARLESTON,  WEST  VIRGINIA  DISTRICT  OFFICE 

Question.  Secretary  Brown,  last  year,  at  my  request,  the  Committee  again  in¬ 
cluded  language  in  the  report  accompanying  the  fiscal  year  1994  (Commerce,  Justice, 
State  Appropriation  bill,  directing  that  the  Charleston,  West  Virginia  International 
Trade  Administration  office  remain  in  operation  at  current  levels. 

In  response  to  one  of  my  questions  from  last  year's  hearing  the  following  expendi¬ 
tures  were  estimated  for  the  Charleston,  West  Virginia  office: 

CHARLESTON,  WV 


Fiscal  year— 

1993  actual  1994  planned  1995  planr^ 


FTE  level . 4 _ 4 _ 4 

Personnel . $194,539  $202,321  $210,413 

Program  support .  8,000  8,320  8,653 
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CHARLESTON.  WV— Continued 


Fiscal  year— 

1993  Ktual 

1994  planoad 

1995  planned 

Rent . 

.  18.478 

19,217 

19,986 

Total . 

.  221,017 

229,858 

239,052 

Secretary  Brown,  may  I  have  your  assurances  that  this  office  will  remain  open 
at  the  current  level  in  fiscal  year  1995?  Please  provide  for  the  record  the  updated 
staffing  and  ffinding  levels  of  the  office  for  the  fiscal  years  1994,  1995,  and  that  pro¬ 
jected  for  19^. 

Answer.  The  foUowing  are  the  actual  and  projected  budgets  for  the  Charleston, 
West  Virginia  District  Office: 


CHARLESTON,  WV 

Fiscal  year— 

1994  actual  1995  planned  1996  planned 


m  level .  ^  ^  ^ 

Personnel .  $202,321  $205,558  $210,080 

Program  support .  9i000  9,114  9,198 

Rent .  18.938  19,241 _ 1^ 

Total . 230,259  233.943  238.633 


The  Committee  has  my  assurance  that  the  Charleston,  West  Virginia  District  Of¬ 
fice  will  remain  open  and  staffed  at  the  current  level  for  fiscal  year  1994,  fiscal  year 
1995,  and  fiscal  year  1996. 

NATIONAL  WEATHER  SERVICE  STATIONS 

Question,  Secretary  Brown,  last  year,  at  my  request,  the  C'^mmittee  again  in¬ 
cluded  language  in  the  report  accompanying  the  fiscid  year  1994  Comme^,  Justi^, 
State  Appropriation  bill,  directing  the  National  Oceanic  and  Atmospheric  Adminis¬ 
tration  to  continue  to  operate  West  Virginia's  (and  edl  other  states')  weather  stations 
at  current  levels.  _ 

On  November  24,  1993,  I  wrote  to  you,  asking  for  a  status  report  on  efforts  to 
maintain  current  operating  and  staffing  levels  at  the  West  Virginia's  weather  sta¬ 
tions.  Your  response  on  February  25,  1994,  indicated  that  the  National  Weather 
Service  is  in  transition  to  its  new  field  office  structure  in  accordance  with  Public 
Law  102-567  and  is  maintaining  operating  levels  necessary  to  ensure  no  degrada¬ 
tion  of  service  as  required  by  law.  ,  .  ,  ^ 

Secretary  Brown,  please  update  for  the  record  the  table  included  in  last  years 
hearing  record  showing  the  location,  staffing,  funding,  and  hours  of  operation  of  the 
Weather  Service  offices  in  West  Virginia  for  fiscal  year  1994,  fiscal  year  1995,  and 
projected  data  for  fiscal  year  1996  through  fiscal  year  1998, 

What  is  the  impact  of  the  long-range  plan  on  Weather  Service  employment  levels 
in  each  of  the  West  Virginia  Weather  Service  offices?  What  are  the  long-range  plans 
for  the  Weather  Service  in  West  Virgima  and  Nationwide?  V^at  assurance  and 
guarantees  are  there  that  communities  will  not  suffer  degradation  of  services?^ 
Answer.  As  requested,  below  is  an  ui^ted  version  of  the  table  included  in  last 
year's  hearing  record  providing  specific  information  on  staffing,  funding,  and  hours 
of  operations  for  each  National  Weather  Service  office  in  West  Virgima. 
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FUTURE  WFO  CHARLESTON,  WV  (TO  BE  LOCATED  AT  RUTHDALE,  WV) 

(MUn  In  ttiointnds) 


I, 

f?. 


fr 


€ 


v 


fiscal  year— 

1994  1995  1996  1997  1996 


Staffing .  J34  34  34  2  28  28 

Funding  .  .  $1879  $2,100  $2,161  $1,880  $1,880 

Hours  of  operation .  24  hr/day  24  hr/day  24  tir/day  24  hr/day  24  hr/day 

7  days/wk  7  daysAvk  7  days/wk  7  daysArk  7  days/wk 


<  Staffing  changes  as  a  result  of  transfer  of  service  responsibility  for  IMSfO  Charleston;  staffing  additions  throughout 
fiscal  year  1994  associated  with  the  preparation  for  delivery  and  operation  of  the  Doppler  weather  radar  (N6XRAD). 

2  Staffing  changes  associated  with  the  delivery  of  the  advanced  weather  interactive  processing  system  and  WFO  oper¬ 
ations  in  initial  stage  2. 


WSFO  CHARLESTON,  WV  (LOCATED  AT  YEAGER  AIRPORT) 


[Dollars  in  thousands) 


Fiscal  year— 

1994 

1995 

1996 

1997 

1998 

staffing . 

Funding . 

$360 

21 

$139 

8  hr/day 

5  days/wk 

1 

$100 

8  hr/day 

5  days/wk 

1 

$100 

8  hr/day 

5  days/wk 

1 

Hours  of  operation . 

.  4  hr/day 

7  days/wk 

0  hr/day 
0  days/wk 

‘  Staffing  changes  as  a  result  of  transfer  of  service  responsibility  to  future  WFO  Charleston  (March  1994)  as  a  change 
of  operations.  Existing  WSFO  Charleston  redesignated  WSO  Charleston  with  surface  and  radar  observational  responsibility. 

2  Staffing  drawdown  (September  1995)  occurs  after;  NEXRAO  radar  commissioning  at  future  WFO’s  Charleston  (April 
1995)  and  Roanoke  Duly  1995);  and  local  warning  radar  decommissioning  Dune  1995).  automation  certification  (January 
1994]  and  consolidation  certification  (September  1995)  at  WSO  Charleston. 


WSO  BECKLEY,  WV 

[Dollars  in  thousands] 


Fiscal  year— 

1994 

1995 

1996 

1997 

1998 

Staffing . 

7 

7 

u 

1 

Funding . 

Hours  of  operation . 

$563 

.  24  hr/day 

7  days/wk 

$563 
24  hr/day 

7  days/wk 

$150 

8  hr/day 

5  days/wk 

$100 

8  hr/day 

5  days/wk 

0  hr/day 
0  days/wk 

^Staffing  drawdown  (January  1996)  occurs  after:  NEXRAD  radar  commissioning  at,  and  transfer  of  service  responsibility 
to,  future  WFO’s  Charleston  (April  1995)  and  Roanoke  (July  1995);  and  local  warning  radar  decommissioning  (September 
1^5),  automation  certification  (January  1995)  and  consolidation  certification  (January  1996)  at  WSO  Beckley. 
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WSO  ELKINS,  WV 

[Ddfars  In  thousands) 


Fiscal  year— 

1994 

1995 

1996 

1997 

1998 

Staffing . 

4 

u 

1 

1 

Funding . 

$398 

$200 

$100 

$100 

Hours  of  operation . 

16  hr/day 

16  hr/day 

8  hr/day 

8  hr/day 

0  hr/day 

/daysM 

7  days/wk 

5  daysM 

5  days/wk 

0  days/wk 

>Staff}n|  drawdown  (July  1995)  occurs  after;  NDRAO  radar  commissioning  at  and  transfer  of  service  responsibility  to, 
^  future  WF(fs  Charleston  (Apdi  1995),  Pittsburgh  (March  1994),  BaltimoreMashin^on  (June  1993)  and  Poanoke  (July 

I  1995);  automation  certification  (February  1995)  and  consolidation  certification  (July  1^5)  at  WSO  Flkins. 


WSO  HUNTINGTON.  WV 
[Dollars  in  thousands! 


Fiscal  year— 

1994 

1995 

1996 

1997 

1998 

Staffing . 

8 

il 

1 

1 

Funding . 

$604 

$400 

$100 

$100 

Hours  of  operation . 

24  hr/day 

24  hr/day 

8  hr/day 

8  hr/day 

0  hr/day 

7  days/wk 

7  days/wk 

5  days/wk 

5  days/wk 

0  days/wk 

*  Staffing  drawdown  (July  1995)  occurs  after;  NEXRAD  radar  commissioning  at.  and  transfer  of  service  responsibillhr  to, 
future  WFO  Charleston  (April  1995);  automation  certification  (January  1995)  and  consolidation  certification  (July  1995)  at 
WSO  Huntington. 


As  described  in  the  Strategic  Plan  for  the  National  Weather  Service  Moderniza¬ 
tion  and  Associated  Restructuring,  the  National  Weather  Service  of  the  1990*8  will 
consist  of  116  Weather  Forecast  Offices  (WFO’s),  13  River  Forecast  Centers  and  the 
National  Centers.  The  WTO's  will  replace  the  current  structure  of  Weather  Service 
Forecast  Offices  (WSPO's)  and  Weather  Service  Offices  (WSO’s)  to  provide  a  uniform 
level  of  warning  and  forecast  services  nationwide.  WFO's  will  be  responsible  for  is¬ 
suing  watches,  warnings,  and  forecasts,  and  will  concentrate  meteorolo^cal  es^r- 
tise  to  provide  products  and  services  for  its  assigned  area  of  responsibility.  A  WFO 
will  provide  quick  analysis,  accurate  forecasts  of  mesoscale  weather  and  flood  phe¬ 
nomena  and  rapid  dissemination  of  watches  and  warnings. 

In  West  Virginia,  modernized  weather  service  will  be  provided  by  WFO  Charles¬ 
ton,  WV;  WFO  Baltimore,  MD/Washington,  DC;  WFO  PittsbiHgh,  PA;  and  WFO  Ro¬ 
anoke,  VA.  Service  to  8  counties  in  eastern  West  Virginia  will  be  provided  by  WFO 
Baltimore,  MD/Washington,  DC.  Service  to  9  counties  in  northern  West  Virmnia  will 
be  provided  by  WFX>  JWttsbimh,  PA.  Service  to  4  counties  in  southeastern  West  Vir¬ 
ginia  will  he  provided  by  WFO  Roanoke,  VA.  Service  to  the  remaining  counties  in 
West  Virginia  will  be  provided  by  WFO  Charleston,  WV. 

Public  Law  102-667  provides  the  necessa^  assurances  and  guarantees  that  com¬ 
munities  will  not  suffier  degradation  of  services  as  a  result  of  modernization  and  as¬ 
sociated  restructuring.  The  law  provides  that  prior  to  taking  action  to  automate, 
consolidate,  relocate,  or  close  a  WSFO  or  WSO,  the  Secretmy  of  Commerce  must 
certify  to  Congress  that  there  will  be  no  degradation  of  service  to  the  area  affected 
by  the  action.  Each  proposed  certification  must  not  only  meet  the  applicable  mod¬ 
ernization  criteria,  wnicn  are  undergoing  review  by  the  National  Research  Council, 
but  it  is  also  subject  to  review  by  uie  Modernization  Transition  Committee  estab¬ 
lished  by  the  law,  and  by  ^e  public,  before  a  final  decision  is  made. 

>  Thus,  prior  to  staff  dtaw-downs  at  WSO’s  in  West  Virginia,  the  Secretary  must 
V;  certify  to  Congress  that  there  will  be  no  degradation  of  service  to  the  communities 
served  by  that  WSO.  ^fore  each  of  those  certifications  becomes  final,  there  is  ample 
f  opportunify  for  review  and  comment  by  weather  service  users  and  the  public. 

%  In  addition,  after  the  final  certification  action,  a  National  Weather  Service  em- 
ployee  will  be  retained  in  the  affected  area  for  at  least  two  years  to  act  as  liaison 
officer,  and  will  facilitate  transition  to  new  products  and  services. 


238 


NATIONAL  WEATHER  SERVICE  PROGRAMS 

Question.  Secretary  Brown,  on  November  24,  1993,  I  wrote  to  you  asking  for  a 
status  report,  including  significant  milestone  events,  on  continued  o^ration  of  the 
agricultural  weather,  fruit  frost  and  fire  weather  services  at  current  levels,  and  the 
continued  implementation  of  the  Integrated  Flood  Observing  and  Warning  System 
(IFLOWS)  in  West  Virginia  and  surrounding  states.  Your  response  of  Februaiy  26, 
1994,  indicated  that  the  Integrated  Flood  Observing  and  Warning  System  (IFLOWS) 
is  an  extremely  imi>ortant  program  to  the  National  Weather  Service  (NWS),  espe¬ 
cially  in  support  of  its  efforts  to  provide  the  citizens  of  West  Virginia  the  best  pos¬ 
sible  flood  warning  service.  NWS  plans  to  continue  its  technical  and  financial  sup¬ 
port  for  the  program  enhancements  and  equipment  replacement.  The  NWS  expect 
tJie  entire  West  Virginia  program  to  function  at  full  capacity  in  the  near  term. 

Secretary  Brown,  please  provide  for  the  record  an  update  on  the  progress  of  this 
vitally  needed  project.  Your  update  should  include  significant  milestone  events  lead¬ 
ing  to  its  completion. 

Answer.  The  NWS  has  developed  an  enhanced  communications  desi^  for  the 
West  Virginia  IFLOWS  to  overcome  communications  problems.  Most  e<^uipment  re¬ 
quired  to  implement  this  design  has  been  purchased  and  installed.  This  effort  has 
been  funded  with  IFLOWS  base  funds.  To  msure  the  continued  functioning  of  rain 
gages,  the  NWS  has,  throu^fhout  fiscal  year  1993  and  fiscal  year  1994,  had  to  divert 
personnel  from  its  West  Virmnia  offices  to  troubleshoot  and  maintain  the  network 
at  an  operational  readiness  level.  The  State,  with  NWS  funding,  will  provide  net¬ 
work  maintenance  for  the  remainder  of  this  fiscal  year.  NWS  expects  the  enhanced 
communications  system  to  be  fully  installed  and  operational  by  the  fall  of  1994. 

NWS  plans  to  continue  its  technical  and  financial  support  for  program  enhance¬ 
ments  and  equipment  replacement.  However,  NWS  can  no  longer  carry  the  state’s 
maintenance  and  operational  costs.  For  the  IFLOWS  program  to  work  in  West  Vir¬ 
ginia  as  originally  conceived,  it  requires  state  funding  and  a  firm  commitment  to 
an  operational  partnership. 

ECONOMIC  DEVELOPMENT  ASSISTANCE  PROGRAMS 

Question.  Secretary  Brown,  last  year  the  Congress  provided  an  appropriation  of 
$322,642,000  for  Economic  Development  Assistance  ftograms,  an  increase  of  ap¬ 
proximately  $100  million  over  the  fiscal  year  1994  President’s  Budget  of 
$223,160,000.  .  .  , 

In  response  to  my  questions  last  year,  the  CJommittee  was  infoimed  that  as  of 
April  1,  1993,  EDA  had  approved  three  projects  in  the  State  of  West  Virginia  with 
a  value  of  $1,767,000.  An  additional  22  projects,  valued  at  $7,083,030,  are  being  re¬ 
viewed. 

On  November  24,  1993,  I  wrote  to  you  asking  for  a  status  report  on  the  effects 
of  the  fiscal  year  1994  Economic  Development  Assistance  Programs  appropriation 
on  proOTams/projects  in  West  Virrinia.  Your  response  of  February  26,  1994  indicated 
that  EDA  has  made  applicable  distributions  of  the  fiscal  year  1994  program  appro¬ 
priation  to  its  six  regional  offices.  EDA  was  currently  in  the  process  of  finalizing 
its  fiscal  year  1994  Federal  Register  announcement  outlining  the  policies  and  appli¬ 
cation  procedures. 

As  of  December  1993,  EDA’s  regular  "pipeline”  had  $121.3  million  in  project  activ¬ 
ity  and,  of  this  amount,  approximately  $5.9  million  of  the  pipeline  are  in  West  Vir¬ 
ginia. 

Secretary  Brown,  please  provide  for  the  record  an  update  on  the  projects  that 
have  been  awarded  and  the  projects  that  are  currently  being  reviewed.  Please  pro¬ 
vide  for  the  record  an  updated  list  of  projected  projects  to  be  funded  in  West  Vir¬ 
ginia  for  fiscal  year  1995. 

Answer.  Following  is  the  status  of  EDA’s  regular  pro^ams  as  of  March  31,  1994. 
Excluded  from  this  presentation  are  special  initiatives  in  the  areas  of  defense  con¬ 
version,  Midwest  Floods  of  1993,  the  Los  Angeles  Earthquake  of  1994  and  the 
Northeast  Fisheries. 

EDA’s  fiscal  year  1994  pipeline  status  follows: 


Public  worths . 

Planning . 

Technical  assistance 


$63,786 

11,264 

1,357 
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ECONOMIC  DEVELOPMENT  ADMINISTRATION  STATUS  OF  RESOURCES  AS  OF  MARCH  31. 

Continued 

1994— 

Program 

Obligations  Under  review 

Trade  adjustment  assistance . 

Research  and  evaluation . 

1,600 

8.400 

Economic  adjustment  . 

5,994 

20,397 

Total  regular  pipeline . 

84,001 

158,850 

Of  these  amounts.  $1.2  million  has  been  obligated  for  the  State  of  West  Virginia 
and  an  additional  $9.3  million  is  under  review.  Because  EDA  grants  are  discre¬ 
tionary  based  on  competitive  merit,  the  Agency  is  unable  to  make  budget-year  (fiscal 
year  1995)  projections  by  state. 


TOURISM  IN  WEST  VIRGINIA 


Question,  Secretary  Brown,  in  last  year’s  hearing,  I  asked  you  to  update  for  the 
record  the  statistics  reflecting  the  current  economic  impact  that  potential  inter¬ 
national  tourism  can  bring  to  West  Virginia.  This  information  could  be  helpful  to 
the  tourism  industry  in  West  Virginia.  Your  response  included  the  following  table: 


ARRIVALS  TO  WEST  VIRGINIA 

tin  thousan(}s] 


1985  1986  1987  1988  1989  1990  1991 


Overseas  .  30  18  32  25  14  30  32  36  20 

Canada  .  83  93  96  104  147  183  206  (3)  (3) 

Total* .  114  111  129  129  162  213  238  {^)  (3) 


>  Estimated,  based  on  three  quarters  of  1992  data. 

^  1992  estimate  divided  by  1985). 

3 1992  data  are  not  reported  by  Statistics  Canada. 

*  Totals  reflect  arrivals  including  Mexico  and  may  not  equal  Canadian  plus  overseas  arrivals. 


EXPENDITURES  TO  WEST  VIRGINIA 

[In  millions] 


1985 

1986  1987  1988  1989  1990  1991 

Change  ^ 
(Percent) 

Overseas . 

.  (2) 

(*)  (2)  (M  (M  (0  (M 

in 

Canada  . 

.  3 

5  4  5  9  11  13 

300 

1 1991  divided  by  1985. 

2  Data  are  not  available  due  to  insufficient  sample  size. 


Source:  U.S.  Department  of  Commerce.  U  S.  Travel  and  Tourism  Administration. 

Your  response  also  indicated  that  expenditure  data  and  information  on  Canadian 
arrivals  were  currently  available,  please  update  for  the  record  the  statistics  provided 
in  the  table  to  reflect  the  current  economic  impact  that  potential  international  tour¬ 
ism  can  bring  to  West  Virginia. 

Answer.  USTTA  has  updated  the  table  as  follows: 
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ARRIVALS  TO  WEST  VIRGINIA 

Iln  thouMndsl 

Area  1985  1986  1987  1988  1989  1990  1991  1992  (^! 

(Percent) 

Overseas .  30  18  32  25  14  30  32  36  20.0 

Canada  .  83  93  96  104  147  183  206  241  190.4 

Total* .  114  111  129  129  162  213  238  277  143.0 


'  Mexico  figures  are  not  reported,  but  they  are  part  of  the  total  arrival  figures. 

Source:  U.S.  Travel  and  Tourism  Administration,  Office  of  Research. 

EXPENDITURES  IN  WEST  VIRGINIA 

(In  millions) 

Change  Change 

Area  1985  1986  1987  1988  1989  1990  1991  1992  (92/85)  (91/^) 

(Percent)  (Percent) 


Overseas .  (>)  (»)  (*)  (»)  (*)  37  Ml  NA  NA  11.0 

Canada  .  3  5  4  5  5  9  11  13  333.3  22.2 


‘  Data  are  not  provided  due  to  a  change  in  the  methodology  used  to  calculate  economic  impact  of  overseas  travel  to 
the  States. 

Uhe  1991  total  is  a  preliminary  estimate.  The  1991  and  1992  economic  impact  studies  are  in  progress. 

Source;  U.S.  Travel  and  Tourism  Administration,  Office  of  Research. 

INTERNATIONAL  TRADE  ADMINISTRATION 

Question.  Secretary  Brown,  the  report  accompanWng  the  fiscal  year  1994  Com¬ 
merce,  Justice,  State  Appropriations  hill  included  the  tollowing  language  at  my  re¬ 
quest:  "Finally,  the  Committee  notes  that  it  has  fully  funded  uie  United  States  and 
Foreign  Commercial  Service  request  for  domestic  operations  of  $26,6 17, (XX).  This  ne¬ 
gates  the  need  to  reduce  or  close  any  domestic  offices,  including  those  in  Charleston, 
WV,  and  Portland,  OR.” 

Secretary  Brown,  Please  provide  for  the  record  the  estimated  expenditures  for  the 
Charleston  office  for  fiscal  ^ear  1994,  1995,  and  1996.  May  I  have  your  assurances 
that  this  office  will  be  maintained  at  current  operating  levels  for  nscal  year  1995 
and  fiscal  year  1996? 

Answer.  The  Committee  has  my  assurance  that  the  Charleston,  West  Virginia 
District  Office  will  be  maintained  at  current  operating  levels  for  nscal  year  1995 
and  1996. 


CHARLESTON,  WV 

Fiscal  year— 

1994  actual  1995  planned  1996  planned 


FTE  level .  4  4  4 

Personnel .  $202,321  $205,558  $210,080 

Program  support .  9,000  9,114  9,198 

Rent .  18,938 _ 19^41 _ 1^ 

Total . .  230.259  233,943  238,633 


NATIONAL  TECHNOLOGY  TRANSFER  CENTER 

\  Question.  Secretary  Brown,  the  report  accompanying  the  fiscal  year  1994  Com- 

.  merce,  Justice,  State  Appropriation  bill  included  the  following  language  at  my  re- 

quest:  “^e  Committee  urges  the  Under  Secretary  for  Technology  to  utilize,  to  the 
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greatest  extent  possible,  the  National  Technology  Transfer  Center  as  a  resource  in 
the  development  of  the  manufacturing  extension  program.” 

Secretary  Brown,  on  November  24,  1993,  in  a  follow  up  to  the  above-mentioned 
re^rt  language,  I  wrote  to  you  urging  the  Commerce  Under  Secretary  for  Tech¬ 
nology  to  utilize,  to  the  greatest  extent  possible,  the  National  Technology  Transfer 
Center  as  a  resource  in  the  development  of  technology  policy  and  in  the  manufactur¬ 
ing  extension  program.  Your  response  dated  February  26,  1994,  included  the  follow¬ 
ing:  “The  Technology  Administration  has  fully  implemented  the  references  contained 
in  both  reports  with  regard  to  the  NTTC  at  Wheeling  Jesuit  College  in  Wheeling, 
West  Virginia.  Through  the  National  Institute  of  Standard  and  Technology’s  Manu¬ 
facturing  Extension  Partnership  Program,  a  Memorandum  of  Understanding  was 
signed  with  NTTC  in  February  1993,  to  coordinate  the  activities  of  the  two  agencies 
in  promoting  the  com^titiveness  of  America’s  small  to  medium-sized  manufactur¬ 
ers.  In  addition,  the  V^eeling,  West  Virginia  NTTC  was  a  recipient  of  a  Technology 
Reinvestment  Project— Technology  Deployment  Award  of  $7^,000  in  October  of 
1993. 

Secretary  Brown,  may  I  have  your  commitment  that  you  will  continue  to  utilize 
the  National  Technolo^  Transfer  Center  as  a  r€^source  in  the  development  of  tech¬ 
nology  policy  and  in  the  manufacturing  extension  program?  What  plans  does  the 
Technology  Administration  have  in  utilizing  NTTC's  expertise  in  the  future?  Please 
keep  me  updated  on  NTTC’s  contributions  within  the  Technology  Administration. 

Answer.  The  Technology  Administration  is  working  to  integrate  the  activities  of 
NASA’s  National  Technology  Transfer  Center  (NTTC)  into  the  Administration’s 
overall  technology  strategy  on  a  number  of  fronts. 

The  NTTC  and  the  National  Technical  Information  Service  (NTJS)  have  developed 
a  Memorandum  of  Understanding  to  collaborate  on  appropriate  projects.  The  first 
such  effort  involved  the  NTTC  collection  on  data  of  federal  laboratory  technology  re¬ 
sources,  and  the  NTIS  publication  of  that  data.  The  resulting  document,  Federal 
Laboratory  and  Technology  Resources,  published  in  October  1993,  is  available  in 
both  hard  copy  and  electronic  form.  NTIS  and  NTTC  share  revenues  from  the  sale 
of  the  document. 

The  NTTC  and  NIST’s  Manufacturing  Extension  Partnership  have  also  estab¬ 
lished  a  Memorandum  of  Understanding.  There  is  currently  an  N'TTC  visiting  staff 
member  who  is  on  site  part-time  at  NIST  helping  to  better  define  interactions  be¬ 
tween  the  two  organizations.  The  relationship  is  enhanced  by  the  TRP  technology 
deployment  grant  provided  to  the  NTTC  to  develop  a  training  curriculum  for  the 
inaustrial  extension  agents  which  will  be  managed  by  the  MEP.  NIST  will  certainly 
continue  to  use  the  N'TTC  as  a  technology  referral  source  when  it  is  appropriate  for 
the  companies  with  which  it  works. 

The  Office  of  the  Under  Secretary  for  Technology  is  currently  working  with 
NASA,  OSTP,  and  NTTC,  and  the  State-Federal  Technology  Partnership  (Cmaired 
•by  former  Governors  Celeste  and  Thornburgh)  to  collaborate  on  producing  an  up¬ 
dated  and  more  comprehensive  database  on  State  and  Local  Technology  initiatives 
and  resources,  as  called  for  in  Section  6  of  the  Stevenson-Wydler  Technology  Innova¬ 
tion  Act  of  1980,  as  amended  (15  U.S.C.  3704a),  as  well  as  creating  mechanisms  for 
better  inteCTatii^the  states  into  federal  technology  strategies. 

We  see  the  NTTC  evolving  into  an  integral  player  in  overall  federal  efforts  to  dif¬ 
fuse  technology  throughout  the  American  economy.  We  will  work  closely  with  them 
in  the  future. 


Questions  Submitted  by  Senator  Frank  R.  Lautenberg 

Question.  As  you  know,  I  have  long  been  concerned  about  ensuring  ffiat  the  fruits 
of  American  ingenuity  are  protected  overseas.  U.S.  industry  loses  billions  of  dollars 
annually  to  countries  that  do  not  provide  adeouate  intellectual  property  protection. 

U.S.  industry  is  obviously  very  concerned  afwut  these  losses.  That  is  why  many 
American  industries  have  established  technical  assistance  programs  to  promote  the 
enforcement  of  intellectual  property  laws  overseas. 

Because  I  think  our  government  should  be  doing  more  to  combat  the  piracy  of 
American  products  and  ideas  overseas,  I  asked  the  conference  committee  for  the  Fis¬ 
cal  Year  1994  Commerce,  Justice,  State  and  Judiciary  Appropriations  Act  to  include 
language  on  this  problem  in  its  Conference  Report.  'The  Report  language  states  that 
“the  conferees  expect  ITA  to  work  with  the  Patent  and  Trademark  Office,  also  under 
the  Department  of  Commerce,  to  develop  a  program  under  PTO’s  Office  of  Legisla¬ 
tion  and  International  Affairs  to  provide  assistance”  (to  help  foreign  governments 
enforce  intellectual  property  laws). 
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Just  yesterday,  I  received  your  reply  to  my  December  23  letter  asking  how  IT/Vs 
and  USPTO's  efforts  to  implement  the  Report  language  were  proceeding.  1  was  glad 
to  learn  that  USPTCVs  Office  of  Legislation  and  International  Affairs  is  already  pro¬ 
viding  training  for  patent  and  trademark  officials  from  developing  countries.  But  Tm 
afraid  that  lack  of  IPR  protection  by  many  countries — ^including  those  who  continue 
to  receive  American  foreign  assistance  and  duty-free  GSP  privileges — still  costs  U.S, 
companies  ma^  billions  of  dollars  every  year. 

Could  you  give  me  a  better  idea  of  Ae  extent  to  which  USPTO  already  provides 
patent  and  trademark  training  to  developing  countries?  How  many  countries  are  in¬ 
volved?  Have  you  noticed  improved  perform  ance  as  a  result  of  this  training? 

In  view  of  the  considerable  financial  loss  to  U.S.  industry  resulting  from  IPR 
abuse,  should  more  of  the  Commerce  budget  be  directed  toward  such  training? 

Answer.  The  USPTO  has  been  providing  training  to  nationals  of  developing  coun¬ 
tries  for  over  25  years.  This  has  ranged  from  training  sessions  of  one  to  two  days 
up  to  an  intensive  six-month  program,  in  the  case  of  the  first  class  of  Chinese  pat¬ 
ent  examiners  in  1980.  As  the  demands  on  the  USPTO  for  training  increased,  it  de¬ 
veloped  a  Visiting  Scholars  Pro^am  in  1985  to  provide  more  effective  and  efficient 
training.  The  Visiting  Scholars  Ingram  involves  three  to  four  weeks  of  “hands-on” 
study  during  which  participants  learn  about  various  aspects  of  the  administration 
of  industrifid  property  law,  patent  and  trademark  examination,  and  gain  an  under¬ 
standing  of  the  role  of  intellectual  property  protection  as  a  tool  for  economic  develop¬ 
ment.  In  addition,  the  USPTO  has  also  allowed  individuals  to  attend  its  Patent 
Academy  which  is  the  vehicle  through  which  USPTO  examiners  are  trained  in  the 
examination  of  patent  applications. 

The  funding  for  these  training  courses,  that  is,  the  air  travel  to  and  from  Wash- 
in^n  and  the  per  diem  during  the  training  courses,  has  largely  come  from  the  indi¬ 
vidual  countries  involved  and  the  World  Intellectual  Property  Organization.  The 
USPTO  provides  instructors  and  training  materials  but  has  never  received  appro¬ 
priated  funds  to  underwrite  the  trainees  expenses.  The  limited  funding  provided  by 
the  USPTO  when  it  received  appropriations  from  taxpayers  revenues  has  essentially 
been  terminated  now  that  the  funding  of  the  USPTO  comes  exclusively  from  the 
fees  of  patent  and  trademark  users  with  n<  taxpayer  support. 

The  countries  from  which  participants  have  come  include  Argentina,  Brazil,  Chili, 
Egypt,  Hong  Kong,  India,  Indonesia,  Mexico,  Malaysia,  Panama,  the  Philippines,  Ni¬ 
geria,  Pakistan,  Peru,  Sudan,  Ecuador,  Korea,  China,  Saudi  Arabia,  Singapore,  Tai¬ 
wan,  Trinidad  and  Tobago,  Turkey,  Venezuela,  Tanzania,  Thailand,  Uruguay,  Yugo¬ 
slavia,  and  Zimbabwe. 

It  is  very  difficult  to  separate  the  motivation  for  improved  enforcement  of  the  in¬ 
tellectual  property  laws  in  developing  countries.  The  training  provided  by  the 
USPTO  plays  an  important  role  in  ntroducing  and  educating  officials  of  foreign  gov¬ 
ernments  in  the  principles  and  values  of  intellectual  property  law  that  the  United 
States  Government  considers  important.  The  improved  operation  of  the  examination 
and  grant  of  patents  and  examination  and  registration  of  trademarks  clearly  is  im¬ 
proved  as  a  result  of  such  training.  At  the  same  time,  however,  it  must  be  remem¬ 
bered  that,  especially  in  more  recent  years,  bilateral  trade  negotiations  have  played 
an  important  role  in  convincing  our  developing  country  trading  partners  of  the  im¬ 
portance  of  adequate  and  effective  intellectual  property  law  protection.  Thus  it  is 
difficult  to  determine  how  much  improved  performance  c  ^mes  from  training,  versus 
bilateral  pressure.  However,  it  is  certain  that  it  is  a  necessary  inpedient  in  im¬ 
proved  enforcement  of  intellectual  property  laws  in  developing  countries. 

As  previously  indicated,  very  little  of  the  Commerce  budget  has  been  directed  to¬ 
ward  such  training,  especially  since  the  PTO  has  become  fully  fee-funded  by  its 
users  who  are  paying  the  fees  for  requested  services.  It  should  be  noted,  however, 
that  the  USPTO  has  been  engaged  in  a  rather  extensive  modernization  program  of 
the  Mexican  Industrial  ProperW  Office  using  funding  from  the  Untied  States  Agency 
for  International  Developing.  &me  two  years  ago,  the  USPTO  and  the  USAID  en¬ 
tered  into  an  agreement  whereby  the  USPTO  was  provided  $500,000  over  a  two 
year  period  to  upgrade  the  Mexican  Industrial  Property  Office  and  train  its  staff  in 
all  aspects  of  patent  and  trademark  examination  and  information  dissemination.  It 
is  believed  that  the  program  has  had  very  direct  and  tan^ble  benefits  for  U.S.  in¬ 
dustry,  not  the  least  of  which  was  the  facilitation  of  the  issuance  of  several  thou¬ 
sand  Mexican  patents  to  U.S.  companies  and  individuals.  Additional  joint  USPTO/ 
USAID  programs  of  this  nature  would  be  beneficial  in  curtailing  the  financial  losses 
suffered  by  inadequate  intellectual  property  protection  for  U.S.  industry  in  develop¬ 
ing  countries. 
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INTELLECTUAL  PROPERTY  RIGHTS 


Question,  Is  your  Office  committed  to  using  Special  301  to  the  greatest  extent  al¬ 
lowed  under  the  new  GATT  agreement? 

Answer.  The  Department  of  Commerce  is  fully  committed  to  using  Special  301  to 
the  maximum  extent  allowed  to  improve  the  protection  for  the  Intellectual  Property 
of  American  industry  in  countries  around  the  world.  The  USPTO  and  ITA  work 
closely  with  USTR  in  the  review  of  all  of  our  significant  trading  partners,  both  de¬ 
veloped  and  developing  to  ensure  that  appropriate  incentives  are  provided  to  such 
countries  to  develop  and  maintain  adequate  and  effective  intellectual  property  laws. 
The  conclusion  of  tne  Uru^ay  Round  and  the  Trade  Related  Aspects  of  intellectual 
Property  Rights  (TRIPS)  Agreement  will  actually  make  Special  301  an  even  more 
effective  tool  to  work  for  improvements  in  the  intellectual  property  protection  of  our 
trading  partners.  Now  that  intellectual  property  p^tection  wiU  be  covered  by  GATT, 
Special  301  can  be  used  in  tandem  with  the  GATT  rules  to  make  sure  that  the  Uru¬ 
guay  Round  Agreement  on  the  TRJFs  is  observed.  For  issues  not  covered  by  the  new 
rules  and  for  countries  not  members  of  the  World  Trade  Organization,  we  will  con¬ 
tinue  to  use  Special  301  bilaterally  just  as  we  do  now. 

Question.  Does  the  Department  of  Commerce  have  a  meaningful  role  in  the  proc¬ 
ess? 


Answer,  The  Department  of  Commerce — both  the  Patent  and  Trademark  Office 
and  the  International  Trade  Administration  (ITA) — has  been  and  will  continue  to 
be  a  key  player  in  implementation  of  Special  301  and  all  other  efforts  to  upgrade 
worldwide  Intellectual  Property  Rights  (IPR)  protection,  ITA  works  to  safeguard  the 
interests  of  U.S.  industry  in  developing  the  Department's  position  for  bilateral  trade 
negotiations  and  actions.  In  ITA,  country  specialists  provide  support  and  policy 
input  for  bilateral  negotiations  which  now  span  the  globe.  Industry  specialists  pro¬ 
vide  important  information  on  how  inadequate  IPR  protection  affects  U.S.  industrial 
sectors.  Foreign  commercial  officers  provide  timely  and  insightful  reports  on  devel¬ 
opments  in-countiy  that  can  profoundly  affect  the  outcome  of  negotiations.  ITA  also 
ensures  that  U.S.  industry  is  adequately  consulted  on  the  U.S.  Government’s  IPR 
policy  through  management  of  the  Industry  Functional  Advisory  Committee  on  In¬ 
tellectual  Property  for  Trade  Policy  Matters  (currently  being  rechartered)  whose 
members  are  private  sector  experts  on  all  aspects  of  IPR  issues. 

Question.  What  are  your  plans  (other  than  developing  a  program  between  ITA  and 
the  Patent  and  Trademark  Office)  to  bolster  strong  intellectual  property  protection? 

Answer.  The  Department  will  do  the  following  to  upgrade  worldwide  IPR  protec¬ 
tion: 

— Participate  in  USG  discussions  with  other  countries  to  improve  protection 
abroad  for  intellectual  property  rights,  ensure  foreign  countries’  adherence  to 
the  TRIPs  agreement,  and  expand  market  access  for  the  U.S.  industry; 

— Continue  to  support  the  use  of  Special  301  as  necessary  to  protect  U.S.  inter¬ 
ests;  and 

— Continue  to  participate  in  USG  negotiations  of  bilateral  agreements  to  protect 
intellectual  property,  including  science  and  technology  agreements  and  bilateral 
intellectual  property  protection  agreements  which  are  linked  to  our  bilateral  in¬ 
vestment  treaties. 

The  Department  continues  to  play  a  very  crucial  role  in  encouraging  the  protec¬ 
tion  of  intellectual  property.  The  USPTO  represents  the  United  States  Government 
in  all  negotiations  conducted  under  the  auspices  of  the  World  Intellectual  Property 
Organization  and  works  closely  with  our  developed  country  trading  partners  to  en¬ 
sure  that  the  results  are  favorable  for  the  protection  of  the  products  and  services 
of  American  industry.  The  USPTO  also  makes  available  its  cadre  of  skilled  intellec¬ 
tual  property  law  negotiators  to  USTR  to  assist  in  bilateral  negotiations  conducted 
under  the  Special  301  process.  The  USPTO  and  ITA  play  a  very  significant  role  in 
ensuring  that  the  development  of  the  intellectual  property  regime  under  the  Na¬ 
tional  information  Infrastructure  (Nil),  will  adequately  protect  American  films, 
records,  books,  and  software  that  will  be  utilized  and  transmitted  over  the  Nil. 


Questions  Submitted  by  Senator  J.  Robert  Kerrey 

INFORMATION  INFRASTRUCTURE  GRANTS 

Question.  Information  Infrastructure  Grants  for  health  care,  education,  social 
service,  public  information  and  public  safety  were  appropriated  at  $26  million  in  fis¬ 
cal  year  1994  and  are  budgeted  at  $1()0  million  in  fiscal  year  1995.  The  solicitation 
for  fiscal  year  1994  proposes  is  currently  out,  with  a  Ms  /  deadline. 
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In  view  of  the  large  increase  from  fiscal  year  1994  to  fiscal  year  1996,  what  dif¬ 
ferences  do  you  expect  in  the  request  for  proposals?  Will  the  program  be  basically 
the  same  in  both  years,  with  just  more  oflamr  grants  to  be  funded  in  fiscal  year 
1996  or  will  you  be  looking  for  different  thin^? 

Answer.  We  expect  that  the  1996  Information  Infrastructure  Grants  (IIG)  funding 
would  reflect  a  ^ater  percentage  of  demonstration  projects  than  the  19^  grant 
round.  We  have  sent  out  more  than  7,000  applications  for  the  1994  IIG  grants 
round.  While  we  have  no  definite  numbers  at  this  time,  it  is  not  outside  the  realm 
of  possibility  that  we  will  receive  about  1,000  proposals.  If  this  proves  to  be  the  case, 
we  will  have  many  more  proposed  projects  that  deserve  funding  than  could  possibly 
receive  support  in  1994.  Witn  the  increase  in  funding  for  1995,  we  will  be  able  to 
fund  many  more  worthy  projects  than  will  be  possible  this  year.  In  addition,  we  will 
adopt  selection  criteria  designed  to  fill  existing  gaps  in  the  information  infrastruc¬ 
ture  as  revealed  during  the  first  round  of  propc^als.  Those  gaps  may  be  of  a  geo¬ 
graphic,  technical,  or  otner  nature. 

Question.  Because  of  the  cost  in  delivering  high  quality  telecommunications  serv¬ 
ices  and  the  anticipated  demand  under  this  program,  you  are  likely  to  receive  far 
more  applications  tnan  you  can  fund.  In  that  event,  what  will  you  really  be  looking 
for — cuttingedge  technology,  new  uses,  service  to  new  populations  or  what? 

Answer.  ITie  IIG  program  is  focused  on  supporting  projects  that  can  serve  as  mod¬ 
els  that  show  the  advantages  of  being  connected  to  information  networks.  We  expect 
to  fund  a  range  of  projects  that  show  a  diversity  in  technology  used  (fiber,  coaxial 
cable,  wireless,  etc.),  application  employed  (education,  healthcare,  etc.),  population 
targeted  (urban-inner  city,  rural,  etc.)  and  geographic  region  of  the  countnr.  We  will 
also  evaluate  the  projects  and  work  with  grantees  to  disseminate  the  results  widely, 
so  that  the  inmact  of  each  project  can  be  maximized. 

Question.  NTIA  is  responsible  for  the  spectrum  auction  schedule.  What  is  your 
projected  schedule  and  what  revenues  are  you  projecting  on  an  annual  basis? 

Answer.  Title  VI,  Communications  Licensing  and  Spectrum  Allocation  Improve¬ 
ment,  of  the  Omnibus  Budget  Reconciliation  Act  of  1993  required  the  Secretary  of 
Gjmmerce  to  identify  at  least  200  megahertz  of  spectrum  allocated  to  the  Federal 
government  for  reallocation  to  non-Federal  users  by  the  Federal  Communications 
Commission  (FCC).  The  Secretary  released  a  preliminary  report  on  February  10, 
1994,  describing  the  government's  plan  to  release  200  megahertz.  NTIA  has  identi¬ 
fied  50  MHz  of  spectrum  for  immediate  transfer  to  the  FCC,  which  will  be  com¬ 
pleted  by  August  1994.  The  remaining  160  MHz  of  spectrum  will  be  reallocated  over 
the  next  16  years.  The  Act  also  provides  the  FCC,  not  NTIA,  with  the  authority  to 
use  competitive  bidding  (auctioning)  in  the  distribution  of  spectrum. 

Question.  NTIS  is  responsible  for  providing  technical,  scientific,  engineering  and 
other  business-related  information  from  the  Federal  government  and  foreign  service 
to  the  business  and  industrial  research  community. 

What  is  your  user  communiW? 

Is  the  fee  which  makes  NTIS  largely  self-supporting  a  barrier  to  use  by  small  and 
medium-sized  manufacturers? 

Answer.  NTIS's  user  community  consists  of  77,000  active  customers  identified  as 
follows:  W  percent  or  49,280  customers  are  U.S.  business  and  indust^;  20  percent 
or  16,400  are  foreign  organizations;  6  percent  or  4,620  customers  are  Federal,  state 
and  local  governments;  6  percent  or  4,620  customers  are  academic  and  public  librar¬ 
ies;  and  4  percent  or  3,080  customers  are  individuals. 

OTIS  does  not  believe  that  fees  charged  for  our  products  are  a  barrier  to  small 
and  medium-sized  manufacturers.  This  nas  been  borne  out  on  several  occasions  via 
customer  satisfaction  surveys.  Customers  have  repeatedly  indicated  that  our  pricing 
of  products  and  services  is  reasonable  and  not  a  barrier. 

Question.  NTIS  will  undertake  a  one-time  initiative  to  facilitate  public  access  to 
its  data  through  depository  libraries. 

Why  were  the  d^ository  libraries  chosen? 

Do  you  expect  EDA  university  centers,  MBDC’s  and  NIST  centers  to  use  this  data 
also? 

Answer.  The  depository  libraries  were  chosen  because  under  Chapter  19  of  Title 
44  of  the  United  States  Code  they  are  expected  to  have  access  to  all  Government 
publications  and  make  them  available  to  the  public  for  free. 

Under  the  American  Technology  Preeminence  Act,  all  agencies  are  now  required 
to  provide  the  National  Technical  Information  Service  with  all  Government  financed 
scientific,  technical  and  engineering  information  intended  for  public  dissemination. 
As  part  of  NTIS*  initiative  to  enhance  its  ability  to  acquire  and  to  disseminate  infor¬ 
mation  electronically,  it  was  considered  equally  important  to  upgrade  the  capability 
of  the  depository  libraries  to  receive  such  information  electronically. 


Both  the  National  Technical  Information  Service  and  its  on-line  system  called 
FedWorld  are  available  to  any  user  for  an  hourly  fee.  We  hope  and  expect  that  cen¬ 
ters  sponsored  by  the  Commerce  Department  would  make  greater  use  of  NTIS*  serv¬ 
ices.  However,  client  needs  will  determine  how  extensively  FedWorld  will  be  used 
by  these  centers. 

Question,  States  which  are  rural  in  nature,  where  the  manufacturing  base  is  lim¬ 
ited  may  need  more  than  just  knowledge  that  a  data  base  exists;  they  may  need 
assistance  in  determining  how  it  will  be  useful  to  them.  What  can  NTIS  do  to  help 
with  this? 

Answer.  NTIS’  mission  is  to  disseminate  scientific,  technical  and  engineering  in- 
fonnation;  therefore,  devotes  its  resources  to  ensuring  ease  of  access  to  a  wide  range 
of  information.  Many  agencies  and  programs  in  other  parts  of  the  government  draw 
on  ii^orniation  finom  NTIS  in  the  services  that  they  provide  to  rural  manufacturers 
and  individuids.  Our  new  on-line  system,  FedWorld,  is  available  for  other  agencies 
to  use  to  provide  information,  counseling,  and  feedback  with  rural  communities. 

NTIS  INFORMATION  DATABASE 

Question,  In  states  where  research  is  done  to  a  large  extent  in  the  universities, 
how  can  those  universities  access  and  participate  in  the  NTIS? 

Answer.  Universities  can  access  NTiS  throu^  several  mechanisms.  Many  univer¬ 
sities  have  access  to  the  NTIS  Biblio^aphic  Database  (NBDB)  in  an  on-line  envi¬ 
ronment  utilizing  commercial  on-line  information  vendors  such  as  Diaglog  Informa¬ 
tion  Services  or  STN  Inter-national.  An  increasing  popular  medium  is  CD-ROM. 
Several  universities  subscribe  to  the  NBDB  on  CD-ROM  available  commercially 
from  Dialog  and  Silver  Platter,  Inc.  The  CD-ROM  is  typically  placed  in  the  univer¬ 
sity  library  and  made  available  to  both  students  and  faculty.  Lmiversities  also  have 
the  option  to  lease  the  NBDB  tapes  and  mount  the  data  and  mount  the  database 
on  their  own  computer  system. 

Most  universities  also  have  direct  access  to  NTIS’  FedWorld  via  Internet.  As  NTIS 
places  more  information  on  FedWorld,  universities  will  benefit  even  further.  For 
those  universities  that  do  not  have  the  capabilities  to  access  NTIS  electronically, 
they  can  subscribe  to  our  Government  Reports  Announcement  and  Index  (GRA&I) 
Journal.  The  GRA&I  Journal,  which  is  published  twice  a  month,  is  the  paper  equiv¬ 
alent  of  the  NBDB. 

Question,  EDA  already  has  an  infrastructure  in  a  number  of  states.  In  Nebraska, 
for  example,  we  have  local  economic  develm)ment  districts,  an  EDA  university-sup- 
ported  center  which  also  tied  into  the  NASA  technical  assistance  center.  These,  it 
would  seem  to  me,  would  be  logical  for  NTIS  efforts  and  NIST’s  manufacturing  ex¬ 
tension  efforts.  How  do  you  see  the  various  Commerce  efforts  related  to  each  otner? 

Answer.  NTIS  can  provide  a  valuable  service  in  coordinating,  marketing  and  dis¬ 
tributing  the  output  of  the  efforts  of  Commerce  and  other  F^eral  agencies.  The 
NASA  technical  assistance  centers  and  the  former  NASA  industrial  application  cen¬ 
ters  (lACS)  routinely  provide  the  results  of  their  work  in  the  form  of  technical  re¬ 
ports  to  the  NASA  STI  program.  NASA,  in  turn,  provides  these  reports  to  NTIS  for 
public  dissemination.  NTIS  should  be  viewed  as  an  important  component  of  the  net¬ 
work  of  government  that  provides  scientific  and  technical  information  and  business 
assistance  services. 

Assistance  to  manufacturers  is  one  part  of  an  overall  economic  development  strat- 
e^.  The  other  parts  of  the  Department  of  Commerce  (EDA,  NTIS,  etc.)  as  well  as 
ouier  parts  of  tne  Federal  government  (Department  of  Labor,  Small  Business  Ad- 
ministretion,  etc.)  provide  related  resources  and  services.  Programs  such  as  the 
Manufacturing  Extension  Partnership  (MEP)  provide  access  to  and  help  implement 
appropriate  aavanced  technology  and  best  manufacturing  practices  to  smaller  manu¬ 
facturers.  The  MEP  extension  centers  also  work  closely  with  these  other  resources 
(Federal,  state  and  local)  to  provide  the  essentia)  relate  services  such  as  workforce 
training  and  ozganization,  business  services,  and  information  on  financing.  We  are 
actively  working  with  a  number  of  these  agencies  to  better  utilize  and  strengthen 
the  existing  inn^tructure  to  better  respond  to  the  needs  of  smaller  manufacturers. 

The  University  of  Nebraska,  South  Dakota  State  University,  Montana  State  Uni¬ 
versity,  and  Pennsylvania  State  University  all  have  university  center  grants  from 
EDA  which  focus  on  technology  transfer  and  commercialization.  It  is  certainly  ap¬ 
propriate  for  these  centers  to  work  in  cooperation  with  any  related  efforts  by  other 
Department  of  ^mmerce  agencies.  EDA’s  Economic  Development  Districts  provide 
a  network  which  covers  most  of  the  United  States.  These  entities  could  be  used  as 
a  resource  to  disseminate  information  about  all  DOC  programs  and  agencies  and 
could  be  used  as  a  delivery  mechanism  for  many  programs. 
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NIST  INFX)RMATION  NETWORK 

Question,  As  NIST  seeks  to  build  its  extension  network,  how  will  it  seek  to  ensure 
that  states  like  Nebraska  are  included? 

Answer.  States  like  Nebraska  are  already  being  included  in  the  NIST  Manufac¬ 
turing  Extension  Partnership  (MEP)  through  the  Technology  Reinvestment  Project 
(TRP).  MEP  is  the  managing  Federal  agency  for  the  Nebraska  Industrial  Competi¬ 
tiveness  Service,  hosted  by  the  Nebraska  Department  of  Economic  Development. 
This  project  was  announce  by  TRP  in  February,  and  we  are  now  in  the  process 
of  negotiating  the  cooperative  agr^ment  with  them.  NIST’s  intention  is  to  transi¬ 
tion  extension  services  funded  initially  under  TRP  funding  to  NIST  funding,  as  ap¬ 
propriate,  over  the  next  several  years. 

Question.  Within  tlie  NIST  extension  program,  there  is  interest  both  in  meeting 
the  existing  needs  of  small  manufacturers  who  are  currently  in  business  and  in  de¬ 
veloping  newer  high  tech  industries.  How  are  you  going  to  work  with  states  to  help 
them  determine  how  best  to  meet  both  needs  and  to  maximize  their  potential? 

Answer.  The  NIST  Manufacturing  Extension  Partnership  (MEP)  is  working  with 
the  States  primarily  through  its  State  Technology  Extension  Program  (STEP)  com¬ 
ponent.  step  allows  the  individual  States  as  well  as  groups  of  States  to  identi^ 
and  bring  together  their  resources  which  support  manufacturers.  This  strategy  al¬ 
lows  the  State  itself,  with  input  from  NIST,  to  identify  needs  and  opportunities,  de¬ 
velop  plans  for  assistance  to  manufacturers,  and  pilot  test  appropriate  services  on 
a  statewide  or  regional  basis.  The  planned  services  are  of  use  to  both  existing  manu¬ 
facturers  as  well  as  to  start-up  firms.  The  STEP  program  awards  planning  grants 
through  an  annual  competitive  process. 

Question.  In  the  first  four  competitions  only  about  10  percent  of  the  advanced 
technology  program  (ATP)  proposals  were  funded?  With  the  abilitp^  to  fund  about 
200  projects  under  the  fiscal  year  1995  budget  request,  how  much  will  an  applicant’s 
chances  increase? 

Answer,  With  the  increase  in  funds  proposed  for  the  ATP,  there  has  been  a  sub¬ 
stantia!  increase  in  the  visibility  of  the  program.  In  addition,  ATP  has  been  working 
with  state  and  local  officials  from  areas  that  are  currently  underrepresented  in 
terms  of  ATP  application  and  awards  in  an  attempt  to  make  more  firms  aware  of 
the  program.  Therefore,  it  is  likely  that  ATP  will  get  many  more  proposals  than  in 
the  past.  However,  it  is  impossible  to  predict  the  number  of  proposals  that  will  be 
submitted  or  the  likely  percentage  that  will  be  funded. 

In  order  to  minimize  the  private  sector  investment  in  proposal  preparation,  ATP 
will  begin  to  use  abbreviated  proposals  as  the  first  stage  in  the  application  process. 
Feedback  will  be  submitted  to  those  who  submit  abbreviated  proposals  as  to  wheth¬ 
er  they  should  or  should  not  submit  full  proposals.  Applicants  would  always  have 
the  right  to  submit  full  proposals.  This  new  procedure  vml  give  applicants  a  chance 
to  assess  whether  their  proposals  have  a  reasonable  chance  for  funding  before  they 
invest  substantial  effort  in  writing  full  proposals. 

Question.  Please  provide  a  state-by-state  listing  of  the  number  of  ATP  proposals 
funded  during  the  first  four  competitions. 

Answer.  Attached  is  a  listing  by  state  which  indicates  number  of  proposals  sub¬ 
mitted  and  the  number  of  proposals  funded. 

ADVANCED  TECHNOLOGY  PROGRAM  BY  STATE 


State 


Proposals  received  Awards  granted 

No.  Percent  No.  Percent 


Alabama  .  3  0.3  . 

Alaska . 

Arizona .  12  1.3  . 

Arkansas . 

California .  167  18  17  19 

Colorado  .  14  1.5  . 

Connecticut  .  15  1.6  1  1.1 

Delaware .  9  .98  3  3.4 

Florida  . 13  1.4  1  1.1 

Georgia  .  12  1.3  2  2.2 

Hawaii  . 

Idaho  .  1  .1  . 

Illinois .  45  5  5  5.8 


''if--' 
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ADVANCED  TECHNOIOGY  PROGRAM  BY  ^ATE~Cofltinued 


A'--*-  ' 

Stite 

y/ ' 

Proposib  received 

Awirds  granted 

No. 

Percent 

No. 

Percem 

Indiana . 

6 

65 

kjwa . 

7 

.76 

1 

1.1 

.X  Kansas . 

2 

.22  . 

sS'  Kentucky . 

1 

.1 

4  -  ;  Louisiana . 

2 

22 

V  Maine . 

7 

.76  .. 

4!  Maryland . 

54 

5.9 

2 

2.2 

X  Massachusetts  . 

75 

8.2 

10 

11 

■Vv  Michigan . 

41 

4.5 

10 

11 

Minnesota . 

20 

2.’ 

5 

5.6 

Mississippi  . 

Missouri . 

8 

.88  . 

Montana  . 

1 

.1 

Nebraska  . 

3 

.33  .. 

Nevada  . . . 

2 

22 

New  Hampshire . 

2 

.22  .. 

New  Jersey . 

57 

6.3 

7 

7.9 

New  Mexico . 

6 

6.6 

New  York . 

71 

7.8 

5 

5.6 

North  Carolina . 

19 

2.08 

3 

3.4 

North  Dakota . 

1 

.1 

Ohio . 

41 

4.5 

4 

4.5 

Oklahoma  . 

2 

.22 

1 

l.l 

Oregon  . 

13 

1.4 

2 

2.2 

Pennsylvania  . 

39 

4.3 

3 

3.4 

Puerto  Rico . 

Rhode  Islarrd  . 

2 

.22 

1 

1.1 

South  Carolina  . 

12 

1.3 

1 

1.1 

South  Dakota . 

1 

.1 

Tennessee . . 

7 

.77  ... 

Texas  . 

53 

5.8 

3 

3.4 

Utah . 

19 

2.1 

1 

1.1 

Vermont . 

Virginia . 

29 

3.2  ... 

Washincton . 

9 

98 

West  Vimnia  . . 

Wisconsin  . 

20 

2.2  ... 

Wyoming . 

2 

.22  ... 

Question,  The  budget  justification  makes  several  references  to  development  of  sta< 
tistics.  BEA,  for  example,  will  be  doing  Green  Gross  Domestic  Product,  Census  will 
be  looking;  at  pollution  abatement  costs,  etc.  How  do  you  intend  to  determine  what 
V  part  of  this  is  of  interest  to  the  public  and  how  do  you  intend  to  make  it  available 
to  the  public? 

^  '  Answer.  The  Bureau  of  Economic  Analysis  (BEA)  and  the  Environmental  Protec- 

tion  Acency  (EPA)  are  the  primaiy  customers  for  pollution  abatement  statistics, 
'i.  using  this  information  in  statistical  programs  and  policy  formulation.  The  Census 
Bureau  will  consult  with  the  BEA,  EPA,  and  trade  associations  and  other  groups 
4  representing  the  businejs  community  as  we  expand  survey  coverage  to  priority 
^  nonmanufacturing  industries.  We  will  determine  industries  to  be  covered,  develop 
I  relevant  questionnaire  terminology,  and  develop  data  items  consistent  with  user 
needs.  Otlier  Federal  agencies  that  participate  on  interagency  committees  on  the  en- 
vironment  will  be  askra  for  comments  and  suggestions.  The  public  will  be  notified 
of  our  intention  to  expand  the  coverage  of  the  existing  survey  through  a  Federal 
f;.  Register  notice  and  have  30  days  to  comment. 
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The  Census  Bureau  will  publish  the  results  of  the  pollution  abatement  informa* 
tion  for  nonmanufacturing  industries  in  the  Current  Industrial  Report  MA-200. 
“Pollution  Abatement  Costs  and  Expenditures”.  Availability  of  the  inrormation  will 
be  promoted  on  the  Internet^  electronic  bulletin  boards,  and  in  various  Census  Bu' 
reau  catalogues. 


STATE  DATA  CENTERS 

Question.  The  State  Data  Centers — or  at  least  the  one  in  my  state — have  a  wealth 
of  information  and  also  a  great  deal  of  expertise  in  analyzing  it.  Have  you  consid¬ 
ered  making  greater  use  of  these  Centers  both  for  analysis  and  for  dissemination 
purposes  r 

Answer.  The  State  Data  Center  progrcnn  was  begun  by  the  Census  Bureau  in 
1978  with  the  aim  of  fiirthering  the  dissemination  and  use  of  information  produced 
by  the  Bureau.  In  1992  alone,  State  Data  Centers  provided  data  and  demographic 
analyses  to  over  1.2  million  state,  local  and  private  sector  information  users.  Our 
National  Peribrmance  Review  project  on  expanding  data  dissemination  includes  the 
goal  of  providing  State  Data  Centers  with  on-line  access  to  Census  statistics  so  they 
can  better  serve  their  customers. 

Question.  In  fiscal  year  1994,  Commerce  has  $80  million  for  economic  athustment 
assistance  to  communities  affected  by  base  closings.  To  whom  has  this  funmng  been 
allocated  and  for  what  purposes? 

Answer.  Defense  Conversion  funds  are  allocated  to  each  of  EDA’s  six  remonal  of¬ 
fices  for  use  in  specifically  defined  geographical  areas.  Consistent  with  EDA  policies 
and  regulations,  all  defense  economic  a^'ustment  assistance  is  provided  through 
grants  to  communities,  i.e.,  to  public  sector  entities,  states  and  local  governments, 
and  non-profit  development  o^anizations  of  various  types.  These  funds  are  used  to 
assist  communities  aaversely  impacted  by  base  closures,  defense  contract  reductions 
and  cancellations,  and  reductions  at  Department  of  Energy  facilities.  EDA  funds 
technical  assistance,  planning,  revolving  loan  funds,  business  development,  and  in¬ 
frastructure  enhancement  and  repair  nx»m  its  defense  conversion  appropriations 
consistent  with  its  mission  and  witn  Title  DC  of  PWEDA. 

Question.  Do  you  expect  any  changes  in  the  emphasis  of  this  program  in  fiscal 
year  1995? 

Answer,  No  changes  in  the  emphasis  of  this  program  are  expected  in  fiscal  vear 
1995,  EDA  will  be  assisting  communities  adversely  impacted  by  Department  of  De¬ 
fense  contract  reductions  and  cancellations  and  reductions  at  Department  of  Energy 
facilities. 


NATIONAL  CENTER  FOR  ATMOSPHERIC  RESEARCH 

Question.  Under  the  budget  remiest,  NOAA  is  to  obtain  a  $14.4  million  increase 
over  base  to  address  weather  ana  climate  modelling  through  the  use  of  advanced 
supercomputers.  Several  years  ago  I  had  the  opportunity  to  visit  a  very  it^ressive 
facility,  the  National  Center  for  Mmospheric  Research  (NCAR)  at  Boulder.  Can  they 
be  involved  in  your  efforts  and  can  they  be  encouraged  to  involve  some  of  the  sur¬ 
rounding  states? 

Answer.  NOAA  has  on-going  collaborations  with  NCAR  scientists  in  a  number  of 
research  programs,  including  climate  change  prediction  and  seasonaMnterannual  El 
Nino  forecasts,  that  will  have  great  potential  benefit  for  Midwest  states.  NOAA’s 
high  performance  computing  research,  that  is  critical  to  these  computer-intensive 
pi^ction  activities,  also  reflects  this  collaboration  through:  UCAK  Visiting  Sci¬ 
entists  working  on  a  new  generation  of  climate  models  at  G^physical  Fluid  Dynam¬ 
ics  LaboratoryfGFDLVNOAA;  joint  ocean-model  development  activities  between 
NCAR,  GFDL,  and  DOE  at  Los  Alamos  National  Laborato^;  and  the  experimental 
use  of  new  parallel  architecture  computers  by  the  Boulder  Front-Range  Consortium 
consisting  of  FSL/NOAA,  NCAR,  and  the  University  of  Colorado. 

V^e  Uiese  NOAA-NCAR  collaborations  have  the  potential  to  extend  to  neighbor¬ 
ing  states,  NOAA  is  developing  direct  links  to  academic  researchers  in  stotes  such 
as  Nebraska  concerning  issues  such  as  regional  climate  impact  that  are  important 
to  those  states*  fiiture.  Through  its  director,  Dr.  Jerry  Mahlman,  GFDL  is  currently 
involved  in  negotiations  with  Dr.  Priscilla  C.  Grew,  Vice  Chancellor  for  Research  at 
^e  University  of  Nebraska,  Lincoln.  The  University  of  Nebraska  is  building  a  new 
center  of  excellence  in  research  directed  toward  the  environment  and  the  economy 
of  the  Great  Plains.  Their  College  of  Agricultural  Meteorology  is  very  interested  in 
worldng  wi^  regional  climate  change  scenarios  to  determine  potential  impacts  on 
the  future  viabiBty  of  that  region.  The  next  generation  of  supercomputers  will  be 
the  first  that  can  attack  regional  climate  problems  seriously.  GFDL  has  already  of¬ 
fered  to  work  directly  with  University  of  Nebraska  scientists  to  encourage  this  vital 
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connection  between  climate  chan^  research  and  the  potential  implications  of  cli* 
mate  change  on  the  ^noznies  and  quality  of  life  in  affected  regions. 


Questions  Submitted  BV  Senator  Pete  V.  Domenici 

RECLASSIFICATION  OF  PTO  RECEIPTS 

Questioru  Mr.  Secretary,  the  budget  for  the  Commerce  Department  assumes  that 
fees  currently  credited  to  the  Treasury  for  the  Patent  and  Trademark  Office  will  be¬ 
come  available  for  obligation  as  if  they  were  offsetting  collections.  Under  the  scoring 
conventions  of  the  Budget  Act,  this  reclassification  of  existing  revenues  as  user  fees 
results  in  a  decrease  in  revenues  which  is  subject  to  a  super  mwority  point-of-order 
on  the  floor  of  the  Senate.  This  point-of-order  would  lie  even  if  the  decrease  in  reve¬ 
nues  or  Treasury  receipts  is  offset  by  an  increase  elsewhere  in  the  President’s  budg¬ 
et — unless  such  revenue  increase  is  included  in  our  ^propriations  bill. 

The  Congressional  Budget  Office  would  score  the  Suwommittee  with  $107  million 
in  budget  authority  and  $59  million  in  outlays  based  on  the  language  submitted  by 
the  Administration.  OMB  assumes  no  scoring  would  occur. 

Is  this  loss  of  receipts  to  the  Treasury  offset  by  an  increase  in  revenues  elsewhere 
in  the  Commerce  Department,  or  in  the  budget? 

Why  is  this  request  being  made  of  the  Appropriations  Committee,  since  the  reclas¬ 
sification  of  receipts  as  spending  is  under  the  jurisdiction  of  both  the  Judiciary  Com¬ 
mittee  and  the  Budget  Committee? 

If  we  are  unable  to  include  this  reclassification  in  our  appropriations  bill,  wouldn’t 
we  be  forced  to  appropriate  to  the  Patent  and  Trademark  Office  the  funds  the  Ad¬ 
ministration  assumes  will  be  saved  by  this  gimmick? 

For  the  record,  please  provide  the  committee  with  outlay  offsets  from  the  budget 
submission  of  the  Commerce  Department  sufficient  to  cover  the  appropriation  for 
the  Patent  and  Trademark  Office  that  would  be  needed  if  this  reclassification  of  re¬ 
ceipts  cannot  be  included  in  the  appropriations  bill. 

Answer.  Since  the  Secretary’s  testimony  before  the  Subcommittee  on  Appropria¬ 
tions,  staff  from  the  Patent  and  Trademark  Office  (PTO),  the  Department,  ana  the 
Office  of  Management  and  Budget  have  met  and  have  had  subsequent  discussions 
with  staff  from  the  Congressional  Budget  Office  (CBO)  and  from  the  Committees  on 
Appropriations,  Budget,  and  the  Judiciary. 

The  Administration  acknowledges  the  CBO  scoring  of  the  PTO  discretionary 
spending  and  offsetting  receipts  from  the  patent  fee  surcharges.  The  CBO  has 
scored  the  PTO  with  $107  million  in  discretionary  spending  authority  and  with  $107 
million  in  mandatory  offsetting  receipts.  This  is  the  same  scoring  mechanism  used 
by  the  CBO  for  the  PTO  in  the  1994  budget  cycle.  According  to  the  CBO  scoring 
of  the  Administration’s  proposal,  there  is  no  loss  of  revenue  to  the  Treasury,  no  re¬ 
classification  of  receipts,  and  is  not  subject  to  a  supermajority  point-of-order.  CBO 
and  the  Budget  Committee  concur  in  the  fact  that  the  request  has  no  PAYGO  impli¬ 
cations. 

The  Administration  is  curreritly  investigating  alternatives  to  its  initial  1995  ap¬ 
propriations  language  for  the  PTO.  The  Administration  is  also  in  regular  contact 
witfi  staff  members  of  the  CBO  and  of  the  Appropriations,  Budget,  and  Judiciary 
Committees. 


NIST  ATP/MEP  OUTIJ^Y  ESTIMATES 

Question,  Mr.  oecretary,  the  Congressional  Budget  Office  has  estimated  that  the 
President’s  Budget  exceeds  the  statutory  caps  by  over  $3  billion  in  outlays.  A  large 
portion  of  that  overage,  $522  million,  occurs  in  programs  under  the  jurisdiction  of 
this  subcommittee. 

Within  the  Commerce  Department,  CBO  and  OMB  have  a  large  discrepancy  in 
outlay  rates  for  the  account  that  includes  funding  for  the  Advanced  Technology  Pro¬ 
gram  and  the  Manufacturing  Extension  Program  within  the  National  Institute  of 
Standards  and  Technology.  CBO  estimates  that  budget  authorify  of  $517.2  million 
in  this  account  will  generate  $165.5  million  in  outlays,  while  OMB  estimates  the 
outlays  at  only  $93.1  million.  That’s  a  difference  of  $72.4  million. 

^me  might  suggest  this  a  deliberate  underestimate  of  outlays  in  order  to  provide 
a  higher  program  level.  Can  you  explain  this  dramatic  difference  in  outlay  assump¬ 
tions? 

Answer.  NIST  did  not  make  a  deliberate  underestimate  of  outlays  in  order  to  pro¬ 
vide  a  higher  program  level.  NIST  based  its  outlay  rates  on  careful  analysis  of  ac¬ 
tual  experience  in  the  Industrial  Technology  Services  appropriation  for  fiscal  years 
1991  through  1993.  The  first  year  outlay  rates  for  those  years  were  between  2  and 
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12  percent,  which  is  within  the  18  percent  spendout  rate  budgeted  for  fiscal  year 
1995,  Outlays  for  fiscal  year  1994  new  budget  authority  throu^  February  (42  per¬ 
cent  of  the  year)  are  $6.0  million  or  3  percent  of  the  Budget  Authority.  Our  current 
estimate  for  the  full  year  1994  outlays  is  $42.0  million  or  18  percent.  The  Congres¬ 
sional  Budget  Office  utilized  a  first  year  outlay  rate  of  32  percent. 

The  largest  program  in  this  appropriation  is  the  Advanced  Technology  Program. 
The  award  cycle  for  ATP  is  lengtiiy,  usually  involving  six  months  before  any  obliga¬ 
tions  occur.  During  this  period,  NIOT  conducts  technical,  business,  and  oral  reviews 
prior  to  legal  reviews  by  the  General  Counsel  and  Financial  Assistance  Review 
Board  (FAM)  reviews  by  DoC.  Additional  requirements  used  to  award  grants  in  the 
ATP  program  include  matching  funds  by  the  awardees  and  IG  audits  to  ensure  that 
awardees  are  able  to  adequately  report  on  their  activities.  The  result  is  that  awards 
are  usually  made  late  in  the  fiscal  year.  The  attached  timeline  table  indicates  the 
approximate  announcement  and  award  periods  for  competitions  for  fiscal  year  1^4 
and  fiscal  year  1995.  Payments  to  the  awardees  usually  occur  on  a  quarterly  basis. 
This  will  result  in  low  outlays  in  both  fiscal  year  1994  and  fiscal  year  1995.  The 
reduction  in  the  outlay  rate  for  fiscal  year  1995  is  based  on  actual  experience  com¬ 
bined  with  the  late  award  of  the  grants. 

Question.  If  Commerce  and  0MB  outlay  estimates  are  more  accurate,  does  this 
mean  there  is  a  substantial  unobligated  balance  in  this  account?  l^at  are  current 
unobligated  balances  for  the  Advanced  Technology  Program? 

Answer.  The  unobligated  balance  for  the  Advanced  Technology  Program  as  of  mid- 
Februaiy,  1994  is  $207  million.  As  the  attached  chart  indicates,  the  awards  in  the 
5th  general  competition,  which  was  just  announced  March  21,  1994,  will  not  be 
awarded  until  August  of  this  year.  The  awards  for  the  focused  programs  will  not 
be  made  until  August  and  September.  In  pro-ams  like  ATP,  once  the  competitions 
are  announced  and  the  winners  are  chosen,  the  funds  are  earmarked  or  committed 
and  can*t  be  used  for  future  competitions.  It  is  anticipated  that  all  current  funds 
will  be  committed  this  year  but  may  not  obligate  until  fiscal  year  1995. 

BXA  REVERSAL  OF  1994  PROGRAM  REDUCTION 

Question.  Last  year  the  Commerce  Department  requested  a  decrease  of  $6.3  mil¬ 
lion  for  the  Bureau  of  Export  Administration.  This  decrease,  based  on  decreased 
workload  regarding  export  controls,  was  accepted  by  the  Congress,  along  with  a  de¬ 
crease  of  123  positions. 

For  1995  the  Commerce  Department  is  requesting  an  increase  of  $8.6  million  for 
the  Bureau  of  Export  Administration.  And  a  restoration  of  60  of  these  positions. 
What  has  happened  in  the  past  year  that  reverses  one  of  the  few  program  reduc¬ 
tions  that  was  proposed  and  accepted  in  fiscal  year  1994? 

Answer.  BXA’s  reductions  in  fiscal  year  1994  were  related  to  workload  reduction. 
Our  fiscal  year  1995  request  seeks  funding  to  implement  key  elements  of  the  Presi¬ 
dent’s  National  E:q)ort  Strategy,  and  his  efforts  to  combat  proliferation  while  at  the 
same  time  removing  unnecessary  barriers  and  restrictions  to  trade.  This  will  be 
achieved  by  supporting  the  Trade  Promotion  Coordinating  Committee  (TPCC)  and 
the  Vice  Presiaent’s  National  Performance  Review  (NPR)  recommendations  to  re¬ 
form  the  federal  export  control  system  in  our  chan^ng  world. 

Also,  the  key  objectives  in  the  Export  Administration  Act  proposal  will  place 
added  responsibility  on  BXA.  These  will  include:  encouraging  multilateral  regimes; 
increased  discipline  on  unilateral  controls;  stronger  safeguards  against  proliferation 
activities;  a  streamlined  export  licensing  function;  increased  transparency  in  the  li¬ 
censing  process;  sanctions  harmonization;  and,  enhanced  enforcement  capabilities. 

While  it  is  true  that  as  the  world  becomes  more  open,  opportunities  for  exports 
are  enhanced,  so  is  the  opportunity  for  diversion  and  proliferation.  In  this  more 
open,  global  market,  the  threat  of  proliferation  of  weapons  of  mass  destruction  has 
never  been  greater  for  the  simple  reason  that  with  greater  openness  and  increased 
liberalization,  countries  now  have  access  to  dual-use  materials  as  never  before. 

To  deal  with  this  dual  reality,  it  is  necessary  to  hire  technical  experts  to  discern 
when  to  grant  a  license  {-1-39  pos,  -i-$4.4  million)  so  as  not  to  unnecessarily  encum¬ 
ber  our  businesses.  At  the  same  time,  we  must  supplement  our  enforcement  staff 
( +  28  pos,  +  $3.3  million)  to  ensure  that  products  do  not  get  into  the  wrong  hands. 

The  increase  in  resources  will  allow  us  to  focus  on  post  Cold  War  concerns  without 
jeopardizing  our  national  security  or  unnecessarily  hindering  exports.  By  using 
these  resources  to  liberalize  exports  and  modernize  an  outdated  export  control  sys¬ 
tem,  we  will  show  other  nations  that  we  are  ready  to  function  in  a  new  world  order. 
At  the  same  time,  by  enhancing  our  enforcement  efforts,  we  will  let  the  world  know 
that  prolifer  ition  will  not  be  tolerated. 
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If  our  requested  level  of  funding  is  approved  it  will  still  be  considerably  lower 
than  our  funding  level  for  fiscal  year  1^1.  Since  fiscal  vear  1991.  BXA  been 
downsizing,  delaying  equipment  purchases  and  deduced  the  amount  being  spent  on 
training. 


GREEN  GDP 

Question.  How  will  the  loss  of  environmental  quality  be  defined  for  the  purpose 
of  this  initiative? 

Answer.  BEA's  plan  to  address  the  issue  of  measuring  environmental  quality  is 
to  build  up  experience  and  knowledge  by  phasing  in  the  long-term  program.  We  will 
begin  in  Phase  I  by  addressing  less  complex  issues  regarding  valuing  the  stock  of 
nonrenewable  resources — such  as  oil,  gas,  and  coal — and  the  changes  in  that  stock 
due  to  depletion  and  discoveries.  The  concepts  and  data  for  these  resources  are  rel¬ 
atively  familiar.  In  phase  II,  BEA  will  work  with  renewable  resources,  for  which  the 
conceptual  problems  are  more  difficult. 

Beginning  in  Phase  III,  BEA  will  try  to  work  with  environmental  resources,  such 
as  air  and  water.  It  will  take  several  years  to  do  all  this,  and  we  expect  that  re¬ 
search  in  the  United  States,  in  other  countries,  and  in  international  organizations 
will  make  advances  and  be  shared. 

When,  in  Phase  III,  attention  turns  to  environmental  resources,  BEA  will  focus 
on  their  economic  value.  Therefore,  in  working  with  environmental  quality,  we  will 
concentrate  on  the  economic  impact  of  reductions,  or  improvements,  in  environ¬ 
mental  quality.  These  include,  for  example,  the  costs  of  investments  in  pollution 
control,  of  increased  maintenance  and  depreciation  associated  with  pollution,  and  of 
reductions  in  agricultural  productivity  associated  with  pollution  and  soil  erosion. 
BEA  will  rely  heavily  on  the  scientific  literature  and  on  the  experiences  that  other 
nations  have  had  implementing  these  concepts.  Although,  in  theory,  one  might  ad¬ 
dress  this  issue  by  contingent  valuation  by  households  of  their  willingness  to  pay 
for  improvements  in  environmental  quality,  for  the  foreseeable  future  BEA  will  con¬ 
centrate  only  on  cost-based  estimates  of  the  market  impacts  of  changes  in  environ¬ 
mental  quality. 

Question.  Which  natural  resources  will  be  measured? 

Answer.  BEA  has  a  three-phase  long-term  work  plan  for  developing  integrated 
economic  and  environmental  accounts.  The  first  phase,  which  will  be  reported  on 
later  this  month,  includes  BEA’s  overall  accounting  framework  proposal  and  proto¬ 
type  estimates  for  nonrenewable  natural  resources.  These  resources  include  oil  and 
gas,  coal,  uranium,  and  selected  nonfuel  minerals  with  a  scarcity  value.  BEA  will 
present  a  range  of  estimates  that  will  allow  examination  of  the  practical  con¬ 
sequences  of  several  alternative  methods  for  measuring  the  stock  of  natural  re¬ 
sources,  new  discoveries  and  extensions,  depletion,  and  capital  gains  and  losses.  The 
framework  proposal  and  the  alternative  estimates  will  form  the  basis  for  public 
evaluation  and  improvement  of  the  estimating  methodologies  and  source  data. 

In  the  second  phase  of  the  work  plan,  BEA  will  work  to  extend  the  accounts  to 
renewable  natural  resource  assets  such  as  forests,  agricultural  land,  water  aquifers, 
and  fish  stocks.  Development  of  these  estimates  will  be  more  difficult  because  they 
must  be  based  on  less-refined  concepts  and  lower-quality  data  sources.  BEA  will 
also  work  to  improve  its  initial  estimates  of  nonrenewable  subsoil  assets. 

Building  on  this  work,  BEA  will  move  on  to  issues  associated  with  a  broader 
range  of  environmental  assets,  such  as  the  economic  impact  of  the  degradation  of 
clean  air  and  water  (e.g.  the  reductions  in  productivity  and  increases  in  costs  associ¬ 
ated  with  pollution:  lower  timber  yields  and  fish  harvests,  higher  rates  of  deprecia¬ 
tion  of  plant  and  equipment,  additional  cleaning  costs,  and  increased  he^th  expend¬ 
itures).  Although  significant  advances  will  be  required  in  the  underlying  environ¬ 
mental  and  economic  data  as  well  as  in  methods,  BEA  is  committed  to  a  long-term 
cooperative  effort  with  the  scientific  and  economic  community  to  produce  such  esti¬ 
mates. 

Question.  How  will  this  information  be  used? 

Answer.  The  main  purpose  of  the  integrated  economic-environmental  accounts  is 
to  provide  consistent  and  inte^ated  data  on  the  economic  effects  of  the  interaction 
between  the  economy  and  environmental  and  natural  resources — by  product,  by  in¬ 
dustry,  by  type  of  income,  by  user,  and  (perhaps,  eventually)  by  region.  This  de¬ 
tailed  accounting  of  the  interactions  between  the  economy  and  the  environment  will 
provide  a  consistent  information  base  for  policy  and  analytical  studies.  Such  infor¬ 
mation  should  increase  understanding  of  the  most  effective  means  by  which  the  na¬ 
tion  can  pursue  both  its  economic  growth  and  environmental  quality  goals. 
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NATIONAL  PERFORMANCE  REVIEW  SAVINGS 

Question.  The  National  Performance  Review  proposes  that  the  civilian  weather 
satellite  program,  run  by  the  National  Oceanic  and  Atmospheric  Administration,  be 
consolidated  with  the  weather  satellite  program  of  the  Defense  Department,  which 
is  run  by  the  Air  Force. 

The  National  Performance  Review  estimates  savings  from  this  consolidation  to  be 
$300  million. 

1.  What  is  the  status  of  this  recommendation? 

2.  Are  the  savings  estimates  accurate?  If  so,  will  the  savings  accrue  to  the  Air 
Force  or  to  the  National  Oceanic  and  Atmospheric  Administration?  ^ 

3.  Please  provide  for  the  record  the  estimated  savings  and  costs  of  consolidation 
for  both  the  Air  Force  and  the  National  Oceanic  and  Atmospheric  Administration 
from  fiscal  years  1996  through  2000. 

Answer.  The  Office  of  Science  Technology  Policy  (OSTP)  has  been  working  closely 
with  the  Departments  of  Commerce,  Defense  and  NASA  to  prepare  an  implementa¬ 
tion  plan  for  submission  to  Congress  on  polar-orbiting  satellite  convergence  of  Unit¬ 
ed  States  assets.  This  implementation  plan  currently  is  scheduled  for  submission  on 
April  30,  1994.  Answers  to  your  questions  should  be  reflected  in  this  report,  I  can 
state  that  the  general  tenets  expressed  in  the  National  Performance  Review  for  this 
effort  are  still  valid.  We  will  be  pleased  to  answer  any  follow-up  questions  you  may 
have  after  the  report  is  issued  or  provide  you  with  a  separate  joint-agency  briefing 
on  this  topic. 


NEW  LOAN  PROGRAM 

Question.  Within  the  Commerce  Department  the  Administration  is  proposing  to 
reestablish  a  guaranteed  loan  program  for  the  Economic  Development  Administra¬ 
tion  at  a  cost  of  $50  million  in  new  budget  authority. 

Mr.  Secretary,  EDA  guaranteed  loans  had  such  dramatic  loan  losses  during  the 
1970’s  and  1980’s  it  was  one  of  the  few  programs  the  Congress  actually  terminated. 
A  total  of  $460  million  in  loans  were  written  off,  with  loss  rates  of  77  percent  for 
steel  loans,  69  percent  for  Trade  Adjustment  Assistance  loans,  and  27  percent  for 
general  EDA  guaranteed  loans.  By  way  of  comparison,  SBA  loans  currently  have  a 
loss  rate  of  2  percent. 

The  appropriation'  of  $50  million  would  only  generate  $269  million  in  loans,  due 
to  the  very  large  ;  idy  rate  of  18.56  percent.  SBA  Guaranteed  Business  loans 
have  a  subsidy  rate  of  2.73  percent;  that  means  with  this  same  $50  million,  we 
could  generate  $1.8  billion  in  SBA  loans. 

Why  are  you  proposing  this  new  program— or  rather,  retread  of  a  program — when 
it  didn’t  work  in  the  past? 

Answer.  A  loan  guarantee  program  not  only  provides  an  additional  tool  for  eco¬ 
nomic  development,  it  also  provides  the  most  cost-effective  means  available  to  the 
Federal  Government  to  foster  economic  development  and  create  competitive  commu¬ 
nities.  It  provides  EDA  with  a  unique  opportunity  to  enhance  the  process  of  chang¬ 
ing  distressed  areas  into  communities  that  are  competitive  in  a  global  economy.  In¬ 
stituting  an  EDA  loan  guarantee  program  is  an  integral  part  of  me  new  partnership 
between  Government  and  indust^  in  fostering  new  competitive  communities. 

It  will  leverage  private  financing  for  economic  development,  and  serve  as  a  cata¬ 
lyst  to  encourage  private,  for-profit  businesses  to  generate  new  employment  opportu¬ 
nities  in  distressed  communities. 

It  will  enhance  the  ability  of  private  firms  to  obtain  the  investment  capital  nec¬ 
essary  to  remain  or  become  more  competitive  in  a  global  economy.  It  will  foster  a 
government-industry  partnership  that  encourages  private  financing  of  growth  com¬ 
panies  and  the  creation  of  “quaiity”  jobs  in  distressed  communities.  It  is  designed 
to  encourage  more  lending  by  commercial  banks  in  distressed  areas  by  serving  as 
a  catalyst  and  source  of  capital  for  growth  businesses. 

FDA  will  tai^et  assistance  to  otherwise  healthy  firms  unable  to  obtain  capital  be- 
cai'S^  of  perceived  risk  due  to  unexpected  market  adjustments  to  meet  tomorrow’s 
ai;&rketplace  challenges,  a  firm’s  location  in  a  distressed  community,  or  the  longer 
verm  financing  needed  by  firms  modernizing  to  become  or  remain  competitive  in  a 
global  economy. 

The  previoua.pn>gram  was  targeted  towards  high  risk  borrowers,  those  that  could 
not  find  financing  because  of  their  poor  financial  condition.  Approximately  90  per¬ 
cent  of  the  guarantees  were  approv^  before  1982,  that  is,  prior  to  the  shakeout  in 
the  banking  industry  that  has  resulted  in  the  enforcement  of  tighter  credit  stand¬ 
ard. 
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Question,  Will  this  program  be  open  to  both  large  and  small  businesses?  If  small 
businesses  onl^,  why  are  we  recreating  a  program  that  already  exists  in  the  Small 
Business  Administration? 

Answer.  This  program  will  be  available  to  small  and  medium-sized  businesses, 
with  availability  determined  by  the  amoimt  of  a  firm's  financing  needs.  EDA  loan 
guarantees  will  generally  be  in  the  $750,000  to  $10  million  range,  with  the  average 
size  estimated  to  be  $2  million.  The  EDA  program  will  complement  the  Small  Busi¬ 
ness  Administration's  Section  7(a)  guarantee  program  for  firms  that  are  excluded 
from  the  SBA  program  because  the  loan  amount  exceeds  SBA’s  $750,000  loan  limit, 
thus  bridging  a  mcgor  gap  in  existing  Federal  assistance  to  growing  and  expanding 
private  firms. 

Question.  What  will  be  the  level  of  guaranty  for  individual  loans?  Will  it  be  80 
percent?  M  percent?  100  percent? 

Answer.  TTie  maximum  percentage  of  an  EDA  guarantee  will  be  90  percent.  How¬ 
ever,  EDA  will  ordinarily  guarantee  a  lesser  percentage  and  estimates  that  the  av¬ 
erage  guarantee  will  be  no  more  than  80  percent.  This  will  increase  the  amount  of 
a  lenders  financial  exposure  and  potential  loss,  and  will  serve  as  an  incentive  to 
lenders  to  finance  ^tter  credit  risks. 

Question.  What  will  be  the  average  size  of  the  loan  guaranteed?  Will  there  be  a 
limit  on  loan  size? 

Answer.  The  average  size  is  estimated  to  be  about  $2.0  million.  While  the  Agency 
has  not  established  an  official  “limit”,  it  is  unlikely  the  contingent  liability  of  any 
single  guarantee  will  exceed  $10.0  million. 

Question.  The  President’s  Budget  indicates  the  loans  will  be  made  available  for 
firms  “which  are  located  in  urban  areas”.  EDA  has  traditionally  operated  in  rural 
and  non-urban  areas,  since  urban  areas  have  had  access  to  funds  through  the  De¬ 
partment  of  Housing  and  Urban  Development.  Why  are  you  targeting  urban  areas? 

Answer.  EDA  loan  guarantees  will  be  available  throughout  the  country,  in  EDA- 
eligible  rural  and  urban  areas,  for  firms  that  cannot  otherwise  obtain  necessary  fi¬ 
nancing,  In  edition  to  the  Small  Business  Administration  which  provides  guaran¬ 
tee  ^siness  loans  up  to  $750,000,  the  only  other  source  of  loan  guarantees  avail¬ 
able  to  private  firms  is  from  the  Rural  Development  Administration’s  Business  and 
Industrial  loan  guarantee  program.  That  program  is  available  only  to  firms  located 
in  rural  areas  and  communities  of  50,000  people  or  less.  The  EDA  guarantee  pro¬ 
gram  will  target  firms  in  areas  of  distress  in  all  parts  of  the  country,  but  do  so  in 
a  way  that  complements  both  the  SBA  and  the  RDA  loan  guarantee  progr^s. 

Question.  Was  this  program  requested  by  the  Department  of  Commerce  in  its  sub¬ 
mission  to  0MB?  If  not,  can  I  conclude  that  the  Department  of  Commerce  has  high¬ 
er  priorities  than  this  program? 

Answer.  Economic  development  is  one  of  the  highest  priorities  of  the  Department 
of  Commerce.  In  putting  top  priority  on  the  economic  recovery,  revitdization,  and 
international  competitiveness  of  American  business,  the  Department  is  fostering  a 
new  government-industry  partnership  for  economic  growth.  Although  this  program 
was  not  initially  requested  in  the  Department’s  submission  to  0MB,  it  emerged  as 
part  of  a  renewed  emphasis  on  the  role  of  the  private  sector  in  economic  develop¬ 
ment,  and  the  potential  for  substantial  leveraging  of  private  financing  for  job  growth 
and  expansion.  It  will  provide  a  significant,  and  cost-effective,  tool  to  foster  economic 
development  in  an  era  of  increasingly  scarce  Federal  dollars.  It  will  allow  EDA  to 
demonstrate  Uie  need  for  and  value  of  private  financing  of  ^onomic  development 
activity,  thus  supplementing  and  complementing  EDA’s  existing  economic  develop¬ 
ment  tools. 


NOAA  FISHING  FEES 

Question.  Mr.  Secretary  the  budget  for  NOAA  assizes  a  total  funding  level  for 
the  Agency s  operational  account  of  $1,833  billion,  an  increase  of  $138.3  million  over 
the  1994  enacted  level.  However,  if  we  take  into  account  that  $88  million  of  the  in¬ 
crease  is  assumed  to  come  from  increased  fees  on  fishermen  and  users  of  marine 
sanctuaries,  the  actual  increase  is  $50  million.  The  Administration  has  apparently 
used  the  user  fee  proposal  as  a  way  to  leverage  larger  program  increases  for  NOAA. 
However,  there  is  no  guarantee  the  Congress  will  accept  these  ad^tional  revenues. 
The  user  fee  proposal  is  included  in  the  appropriations  bill  submitted  to  the  Com- 
mittee. 

What  fees  would  be  raised,  and  how  would  they  be  collected? 

Answer.  The  proposal  to  increase  user  fees  by  $88  million  under  NO^  is  com¬ 
prise  of  $82  million  in  living  marine  resource  fees,  $3  million  in  additional  aero¬ 
nautical  chart  fees,  and  $3  million  in  marine  sanctuary  management  fees. 
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With  regard  to  the  living  marine  resource  user  fees,  NOAA  has  been  workup  with 
the  Congress  and  industi^/constituent  groups  to  develop  a  proposal  whicdi  is  both 
fair  and  practical.  Our  ^ding  principles  in  developing  these  fees  include  the  idea 
that  the  fees  be  reasonaole  and  not  represent  an  onerous  burden  and  that  revenues 
generated  by  the  fees  be  used  to  benefit  the  people  paying  the  fees.  A  specific  pro¬ 
posal  to  generate  revenues  will  be  submitted  to  Congress  by  the  Administration  aur- 
ing  the  Mamuson  Act  reauthorization  process. 

The  fiscal  year  1995  fi^re  for  aeronautical  charts  represents  a  target  figure  for 
increased  collections  based  on  an  increase  to  the  amount  charged  for  these  products. 
The  Commerce  Department  has  the  authority  to  raise  the  fees  on  its  products  in¬ 
cluding  aeronautical  charts,  based  on  Public  liw  103-121. 

An  Administration  working  group  is  developing  an  implementation  plan  for  a 
sanctuary  user  fee  system.  When  a  final  proposal  is  developed,  it  will  be  submitted 
to  Congress.  Some  concerns  being  addressed  oy  the  working  gtoup  include:  Defining 
a  method  of  collecting  user  fees  that  minimizes  monitoring  and  enforcement  costs; 
addressing  the  legal  questions  about  NOAA’s  ability  to  establish  user  fees  in  state 
waters;  identifying  and  drafting  the  necessary  statutory  authority  to  implement  a 
user  fee  program;  and  identifying  who  the  sanctuary  user  groups  are  and  what  their 
impacts  are,  if  any,  on  sanctuary  resources. 

Question.  Specifically,  what  programs  within  NOAA  would  be  supported  by  the  in¬ 
creased  fees  at  what  level? 

Answer.  The  income  from  the  living  marine  resource  fees  will  be  used  to  offset 
the  cost  of  proposed  increases  for  living  marine  resource  programs,  including  devel¬ 
oping  and  implementing  ambitious  fishery  management  plans  addressing  such  prob¬ 
lems  as  uncontrolled  access  in  fisheries,  overcapitjdization,  overfishing,  controversial 
allocation  decisions  between  various  fishing  groups,  and  wasteful  incidental  catch. 
This  effort  will  provide  a  significant  step  in  the  sustainable  development  of  the  fish¬ 
eries  industry. 

The  proceeds  from  the  marine  sanctuary  management  user  fees  would  effectively  ' 
to  offset  the  General  Fund  budget  authority  to  be  appropriated  for  the  Department 
of  Commerce.  The  increase  is  to  assure  that  designated  sanctuaries  are  operational 
and  focus  on  an  ecosystem  management  oriented  approach  to  protection  of  sanc¬ 
tuary  resources.  Priority  will  be  given  to  ensuring  that  all  sites  have  enforcement, 
education  and  research  programs.  NOAA  will  re-institute  its  cultural  resource  pro¬ 
tection  program  (ie:  shipwrecks).  Site  characterizations  defining  the  status  and 
health  of  sanctuary  resources  will  be  initiated  at  new  sites  and  continued  for  sites 
that  have  begun  this  process. 

Question.  Please  provide  a  list  of  programs  and  funding  levels  requested  by  the 
Administration  that  the  Department  would  propose  not  be  funded  within  NOAA  suf¬ 
ficient  to  cover  the  outlay  savings  that  would  need  to  be  achieved  if  the  fees  cannot 
be  included  in  the  Appropriations  bill. 

Answer.  We  believe  tne  Administration’s  proposal  is  the  most  appropriate  and 
useful  way  to  achieve  and  reflect  needed  programmatic  increases  and  fees  in  the  fis¬ 
cal  year  1995  budget.  Were  Congress  not  to  authorize  the  proposed  increases  in  fees, 
the  Congress  and  the  Administration  would  need  to  determine  alternate  pro¬ 
grammatic  cuts,  possibly  including  lower  levels  of  funding  for  marine  resource  pro¬ 
grams  and  sanctuaries.  At  this  time,  however,  the  Department  has  not  determined 
the  specific  areas  that  might  be  cut. 

REDUCTIONS  IN  PERSONNEL 

Question.  Mr.  Secretary,  The  President  has  proposed  a  reduction  in  personnel  of 
262,000  full-time  equivalent  employees.  In  the  Congress,  we  hope  to  use  the  savingc 
generated  by  this  reduction  to  fund  the  war  on  violent  crime. 

The  Commerce  Department  would  lose  only  29  positions  in  1995,  from  34,655  to 
34,626.  That’s  a  reduction  of  eight  one  hundreths  or  a  percent. 

Why  is  the  Commerce  Department  not  participating  in  the  effort  to  reduce  govern¬ 
ment  employment? 

Answer.  The  Commerce  Department  is  participating  in,  and  is  committed  to  the 
President’s  policy  of  reducing  Federal  Employment. 

The  significant  program  increases  for  Civilian  Technology,  Economic  Develop¬ 
ment,  Environmental  Stewardship  and  Export  Promotion  andEconomic  Information 
Infrastructure  initiatives  included  in  our  budget  for  1995  offset  the  position  and 
FTE  reductions  assessed  to  Commerce. 

DEFENSE  CONVERSION 

Question.  The  Commerce  D^artment  is  requesting  $140  million  for  defense  con¬ 
version  activities  through  the  Economic  Development  Administration  in  1995,  an  in- 


crease  of  $60  million  over  the  1994  enacted  level.  I’m  pleased  to  see  that  the  funding 
for  defense  conversion  would  be  available  for  communities  adversely  affected  by  I)e- 
partment  of  Energy  realignments. 

What  is  the  identified  need  for  these  additional  funds  in  1995? 

Answer.  The  $140  million  being  requested  for  defense  conversion  activities  in  fis¬ 
cal  year  1995  will  enable  EDA  to  respond  to  the  increased  pace  of  base  closure  ac¬ 
tivities  in  1995  resulting  from  the  1988,  1991,  and  1993  base  closure  rounds.  Addi¬ 
tionally,  EDA  will  be  assisting  communities  adversely  impacted  by  defense  contract 
reductions  and  cancellations  and  reductions  at  Department  of  Energy  facilities.  Be¬ 
cause  the  next  scheduled  round  of  base  closures  (BRAG  1995)  is  widely  anticipated 
to  be  moie  severe  than  any  previous  round.  EDA  is  expecting  that  the  pace  of  de¬ 
fense  ac^ustment  activity  will  be  sustained  at  a  substantial  level. 

Question.  Of  the  $210  million  appropriated  for  defense  conversion  activities 
through  the  Economic  Devel(mment  Administration  through  fiscal  year  1994,  how 
much  remains  unobligated?  Why  is  that? 

Answer.  The  total  unobligated  balance  as  of  March  31,  1994  is  $127.3  million. 
Project  activity  has  been  developed  to  fully  exhaust  this  balance  which  was  derived 
from  the  $80.0  million  ^propriated  directly  to  EDA  for  fiscal  year  1994  and  $130.0 
million  received  from  DOD  in  fiscal  year  1992  and  fiscal  year  1993.  These  grant  ap¬ 
plications  are  in  various  stages  in  the  pipeline  and  EDA  anticipates  obligating  the 
|l27.3  million  balance  by  the  end  of  fiscal  year  1994. 

Question.  How  much  do  you  anticipate  will  be  obligated  during  the  remainder  of 
fiscal  year  1994? 

Answer.  EDA  anticipates  obligating  the  remaining  balance  of  these  funds,  $127.3 
million  by  the  end  of  fiscal  year  1994. 

PURI.IC  TKr.KCOMMlTNICATIONS  FACIIJTIES  GRANTS  VERSUS  INFORMATION 
INFRASTRUCTURE  GRANTS 

Question.  Mr.  Secretary,  for  a  number  of  years  this  Subcommittee  has  funded 
grants  to  public  radio  and  television  stations,  local  colleges  and  schools,  Indian 
tribes,  and  other  public  entities  in  order  to  enhance  and  expand  public  broadcasting 
reception  throughout  the  country.  This  has  been  particularly  important  for  a  num¬ 
ber  of  areas  in  the  west  that  have  trouble  getting  access  to  public  broadcasting. 

The  program  has  hovered  around  $20  million  for  most  of  the  past  decade;  in  1994 
the  Congress  provided  $24  million,  and  in  addition  provided  $26  million  for  the  new 
“Information  Infrastructure”  grants  program. 

In  1995  you  are  requesting  a  huge  increase  for  Information  Infrastructure  Grants; 
$100  million  would  be  provided. 

However,  for  Public  Telecommunications  Facilities  Grants,  only  $10.7  million  is 
being  requested.  The  Department’s  budget  request  states  that  this  program  “will  be 
curtailed  and  refocused  on  minonty,  visually  and  hearing  impaired  Americans.” 

Whv  is  this  pro^am  being  reduced,  while  the  Information  Infrastructureprogram 
would  receive  an  increase  of  almost  300  percent?  In  what  ways  will  the  PTFP  pro¬ 
gram  be  redirected  toward  minority,  visually  and  hearing  impaired  Americans? 

Answer.  In  fiscal  year  1995,  the  Public  Telecommunications  Facilities,  Planning 
and  Construction  (PTFP)  will  be  changed  to  the  Public  Broadcasting  Facilities, 
Planning  and  Construction  (PBFP).  The  proposed  reduction  in  the  funding  for  the 
PBFP  in  fiscal  year  1995  is  largely  the  result  of  our  decision  to  incorporate  grants 
for  distance  learning  projects,  which  up  until  this  year,  have  been  included  as  part 
of  the  PBFP,  into  the  Nil  grants  program  beginning  in  fiscal  year  1995.  This  deci¬ 
sion  will  help  to  ensure  that  distance  learning  projects  continue  to  receive  the  spe¬ 
cial  attention  required  if  we  are  going  to  bring  increased  educational  opportunities 
to  all  Americans  as  part  of  our  Nil  vision.  Also,  this  decision  vyill  allow  us  to  focus 
more  of  the  available  PBFP  funds  into  areas  that  support  minority,  visually  and 
hearing  impaired  Americans. 

The  proposed  increase  in  the  Nil  grants  program  is  consistent  with  the  Adminis¬ 
tration's  position  for  bringing  a  modern  telecommunications  and  information  infra¬ 
structure  to  all  American's  by  the  21st  century.  The  r^uested  amount  of  money 
that  will  be  used  for  grants  will  demonstrate  to  the  public  and  private  sectors  alike, 
our  commitment  to  bringing  this  vision  to  reality.  At  this  time,  there  is  great  oppor¬ 
tunity  for  the  Government  to  leverage  its  investment  and  stimulate  further  private 
sector  investment  in  building  the  Nil.  This  will  result  not  only  in  keeping  the  Na¬ 
tion  and  its  telecommunications  and  information  service  providers  and  manufactur¬ 
ers  competitive  in  the  expanding  market  for  telecommunication  goods  and  services, 
but  provides  a  great  opportunity  to  enhance  the  delivery  of  key  social  services,  such 
as  education  and  health-care  to  all  our  citizens. 
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Questions  Submitted  by  Senator  Mitch  McConnell 

GREEN  GDP 

Question.  What  is  the  policy  purpose  of  recalculating  our  Gross  Domestic  Product 
this  way? 

Answer,  The  ‘"Green  GDP”  pr^ram  is  part  of  an  international  agreement  among 
the  nations  of  the  world  regarding  how  to  depict  statistically  their  economies.  The 
agreement^  which  came  out  of  the  Kio  de  Janeiro  “Earth  Summit”  and  was  approved 
by  the  Bush  Administration,  called  for  the  development  of  a  “System  of  Integrated 
Environmental  and  Economic  Accounts”  along  the  lines  suggested  by  the  United  Na¬ 
tions  handbook  on  environmental  accounting. 

“Integrated  Environmental-Economic  Accounts”  (lEEA) — the  real  name  of  “Green 
GDP”— ^o  not  change  any  other  aspect  of  the  National  Income  Accounts.  Gross  Do¬ 
mestic  Product — GDP — would  continue  to  be  presented  as  it  now  is  each  quarter. 
Nor  would  the  ofticial  figure  of  “GDP”  change.  ^‘lEEA” — would  simply  add  a  new  cal¬ 
culation  that  parallels  the  calculation  of  GDP  that  enables  us  to  have  a  better  un¬ 
derstanding  of  the  economy's  long-term  growth. 

The  main  objective  of  the  “lEEA”  program  is  to  extend  the  usefulness  of  the  na¬ 
tional  economic  accounts,  the  family  of  statistics  that  is  summarized  by  GDP. 
“Green  GDF' — a  term  that  summarizes  the  incorporation  of  natural  resource  consid¬ 
erations  into  the  accounting  system— would  complement  rather  than  substitute  for 
the  existing  accounts.  It  would  be  calculated  retrospectively  and  annually,  rather 
than  the  contemporaneous  quarterly  calculation  of  Gross  Domestic  Product. 

The  GDP  accounts  contain  various  kinds  of  detail  that  tell  us  about  the  nature 
of  economic  growth  as  well  as  its  quantity.  For  example,  the  family  of  national  in¬ 
come  accounts  tells  us  how  much  of  our  capital  stock  is  being  depreciated,  so  that 
we  know  whether  we  are  creating  new  wealth  in  the  economy.  It  tells  us  how  much 
we  save  both  in  households  and  firms,  so  that  we  know  how  much  resources  are 
available  to  finance  additions  to  our  wealth. 

Similarly,  the  lEEA  gives  us  added  perspective  on  the  “sustainability”  of  economic 
growth,  much  as  does  information  regarding  the  depreciation  of  our  capital  stock  or 
our  ability  to  finance  the  creation  of  new  wealth.  Each  tells  us  whether  we  are  capa¬ 
ble  of  maintaining  our  current  level  of  GDP. 

Thus,  the  lEEA  recognizes — in  a  way  that  the  existing  system  does  not — that  the 
economy  is  dependent  on  natural  and  environmental  inputs.  For  example,  the  lEEA 
would  note  whether  our  additions  and  extensions  of  reserves  for  fossil  fuels  were 
capable  of  sustaining  current  levels  of  production.  In  that  sense,  it  would  calculate 
the  “depreciation”  of  natural  resources  just  as  it  does  plant  and  equipment. 

Further,  policies  based  on  the  objective  indicators  found  in  the  lEEA  would  help 
avoid  falsely  representing  choices  between  environmental  goals  and  economic 
growth  and  would  likely  more  even-handed  than  those  measures  now  available. 
When  fully  implemented,  the  lEEA  would  aim  to  depict  the  value  of  environmental 
improvements  and  the  costs  of  obtaining  them.  This  would  move  us  forward  dra¬ 
matically  towards  ensuring  that  economic  sustainability  and  environmental  sustain¬ 
ability  go  hand  in  hand. 

Question.  How  will  your  proposal  to  include  resource  depletion  in  the  national  ac¬ 
counts  work?  What  values  will  you  attach  to  such  depletion?  If  prices  for  natural 
resources  rise,  does  this  mean  you’ll  be  showing  bigger  depletion  losses,  even  though 
our  national  wealth  might  be  greater? 

Answer.  BEA’s  extension  of  the  existing  economic  accounts  will  attempt  to  capture 
the  interaction  between  the  economy  and  the  environment.  It  regards  the  environ¬ 
ment — including  our  stocks  of  fuels,  minerals,  timber,  and  other  resources  as  well 
as  the  quality  of  the  environment  around  us — as  a  series  of  “assets,”  just  as  are  pri¬ 
vate  sector  plant  and  equipment.  When  plant  and  equipment  are  “used  up”  through 
depreciation,  the  GDP  family  of  statistics  take  this  into  account,  just  as  would  a 
company  that  allows  a  d^reciation  charge  to  flow  from  its  balance  sheet  to  its  in¬ 
come  statement.  The  lEEA  calculations  do  exactly  the  same  thing — it  calculates 
what  is  “lost”  when  we  use  up  our  resources  or  environment,  or  adds  back  what  we 
gain  when  we  add  resources  (by  finding  new  ones)  or  improving  our  environment. 

Depletion  is  a  measure  of  the  contribution  to  production  from  the  use  of  a  natural 
resource  and  thus  would  be  included  in  GDP.  But  depletion,  like  depreciation  of 
plant  and  equipment,  represents  the  using  up  of  the  nation's  economic  assets  and 
thus  depletion  would  be  deducted  from  GDP  to  arrive  at  net  domestic  product 
(NDP).  Just  as  accounting  for  sustainable  economic  growth  requires  that  the  eco¬ 
nomic  ledger  include  an  entry  for  depreciation  to  record  the  using  up  of  plant  and 
equipment,  an  entry  should  be  made  for  the  using  up  of  natural  assets. 
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By  focusing  on  the  economy’s  use  of  natural  and  environmental  assets,  the  lEEA 
will  include  the  use  of  cultivated  crops,  timber,  subsoil  assets  such  as  oil,  coal,  and 
non-fuel  minerals,  land  and  the  disposal  of  residuals  from  production.  The  inte¬ 
grated  accounts  will  include  estimates  of  the  investments  (e.g.,  additions  to  proved 
reserves,  planting  and  natural  growth  of  timber,  and  cleaner  air  and  water  via  ex¬ 
penditures  for  pollution  abatement  and  control  equipment)  as  well  as  the  reduction 
tn  the  economic  value  of  these  assets  through  their  use  in  production  (e.g.,  deple¬ 
tion). 

Whether  an  environmentally-adjusted  NDP  ends  up  higher  or  lower  than  conven¬ 
tional  NDP  will  depend  on  the  net  effect  of  the  economic  value  of  additions  to  and 
depletions  of  the  stock  of  natural  and  environmental  resources. 

Our  national  income  accounts  are  based  on  market  prices.  So  will  the  lEEA.  Re¬ 
sources — the  value,  for  example,  of  a  new  ton  of  coal  or  barrel  of  oil — would  be  val¬ 
ued  at  the  ^ces  found  in  markets,  and  would  track  market  prices,  as  suggested 
by  Michael  Boskin  and  other  economists.  Thus,  the  inflated  accounts  wo^d  ex¬ 
tend  the  existing  system  by  counting  the  net  contribution  of  natural  resources  to 
the  creation  of  income  and  jobs,  rather  than  focusing  only  on  the  use  of  labor,  cap¬ 
ital,  and  intermediate  inputs  into  production.  The  lEEA  also  includes  integrated 
asset  accounts  and  extends  the  existing  accounts  by  counting  the  increase  m  the 
value  of  national  wealth  associated  with  price  increases  as  well  net  additions  to 
wealth  associated  with  investment  less  depletion. 

By  explicitly  capturing  the  complete  effect  of  increases  (and  decreases)  in  the  price 
of  natural  resources,  the  lEEA  will  show  the  net  effect  on  national  income  and 
wealth  of  an  increase  in  the  price  of  natural  resources. 

Question.  To  what  purpose  will  the  new  accounting  data  be  put? 

Answer.  The  main  purpose  of  the  integrated  economic-environmental  accounts  is 
to  provide  consistent  and  integrated  data  on  the  economic  effects  of  the  interaction 
between  the  economy  and  environmental  and  natural  resources — by  product,  by  in¬ 
dustry,  by  type  of  income,  by  user,  and  (perhaps,  eventually)  by  reg[ion.  This  de¬ 
tailed  accounting  of  the  interactions  between  the  economy  ana  the  environment  will 
provide  a  consistent  information  base  for  policy  and  analytical  studies.  Such  infor¬ 
mation  should  increase  understanding  of  tne  most  effective  means  by  which  the  na¬ 
tion  can  pursue  both  its  economic  growth  and  environmental  quality  goals. 

Question.  You  say  you  want  to  modify  the  GDP  accounts  to  take  account  of  re¬ 
source  depletion.  Under  the  current  system,  these  accounts  are  used  primarily  to 
tell  us  whether  there  is  adequate  economic  activity  and  employment  of  resources  in 
the  country.  This  data  allows  us  to  judge  whether  new  fiscal  or  monetary  policies 
are  needed.  How  does  your  proposal  help  us  do  that? 

Answer.  GDP  woula  continue  to  be  presented  as  it  now  is  each  quarter;  the  offi¬ 
cial  figure  of  "GDF’  would  not  change.  “lEEA” — would  simply  add  a  new  calculation 
that  parallels  the  calculation  of  GDr  that  enables  us  to  have  a  better  understanding 
of  the  econonw’s  long-term  growth.  “Green  GDP’ — a  term  that  summarizes  the  in¬ 
corporation  of  natural  resource  considerations  into  the  accounting  system — would 
complement  rather  than  substitute  for  the  existing  accounts.  It  would  be  calculated 
retrospectively  and  annually,  rather  than  the  contemporaneous  quarterly  calculation 
of  Gross  Domestic  Product. 

GDP  is  a  tool  for  macroeconomic  policy  that  summarizes  the  overall  size  and  rate 
of  growth  of  the  U.S.  economy.  But  GDP  is  only  one  measure  within  the  family  of 
national  economic  accounts.  In  addition  to  the  GDP  total,  the  U.S.  economic  ac¬ 
counts  produced  by  BEA  provide  information  on  national  saving  and  investment, 
persona)  income,  patterns  of  consumer  spending,  international  trade,  rates  of  eco¬ 
nomic  growth,  and  the  interdependence  between  specific  industries  and  regions  of 
the  country.  These  data  are  used  to  formulate  policies  ranging  from  regional  tax 
analysis  and  projections  to  the  analysis  of  the  effect  of  government  programs  on  in¬ 
vestment  and  saving. 

Similarly,  a  single  “Green  GDP’  number  would  be  just  the  tip  of  the  iceberg.  (In¬ 
deed,  after  all  the  additions  to  and  deductions  from  the  stock  of  natural  and  envi¬ 
ronmental  assets  are  tallied-up,  the  resultir^  net  domestic  product  may  not  be  very 
different  from  the  conventional  measure.)  The  truly  valuable  contribution  of  inte¬ 
grated  environmental-economic  accounts  will  be  their  ability  to  identify  and  quan¬ 
tify  the  interactions  between  the  economy  and  the  environment  in  many  ways — by 
industry,  product,  user,  and  remon. 

Question.  We  also  use  the  GDP  accounts  to  help  us  compare  our  economic  per¬ 
formance  to  that  of  others,  for  exanmle  to  see  whether  our  growth  is  competitive 
internationally.  If  we  calculate  our  GDP  differently  than  everybody  else,  how  can 
we  make  such  comparisons? 

Answer.  As  noted  above,  GDP  would  continue  to  be  presented  as  it  now  is  each 
quarter;  the  official  figure  of  “GDP’  would  not  change.  “lEEA”— would  simply  add 
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a  new  calculation  that  parallels  the  calculation  of  GDP  that  enables  us  to  have  a 
better  understanding  of  the  economy’s  long-term  growth.  The  main  objective  of  the 
‘'IDEA’*  program  is  to  extend  the  usefulness  of  the  national  economic  accounts,  the 
family  of  statistics  that  is  summarized  by  GDP.  ’’Green  GDP” — a  term  that  summa¬ 
rizes  the  incorporation  of  natural  resource  considerations  into  the  accounting  sys¬ 
tem — would  complement  rather  than  substitute  for  the  existing  accounts.  It  would 
be  calculated  retrospectively  and  annually,  rather  than  the  contemporaneous  quar¬ 
terly  calculation  of  Gross  Domestic  Product. 

In  addition,  the  “lEEA”  program  is  modelled  after  the  United  Nations  handbook 
on  such  accounting  and  is  part  of  an  international  agreement  among  the  nations  of 
the  world  regarding  how  to  depict  statistically  their  economies.  A  number  of  nations 
are  actively  working  on  such  accounts  and  sharing  their  experiences  with  each 
other.  BEA  has  been  in  regular  contact  with  all  of  these  nations  and  entities  in  the 
course  of  developing  its  program,  and  will  continue  to  consult  with  them,  the  United 
Nations,  the  relevant  committees  of  the  Congress,  affected  industries,  and  other  in¬ 
terested  parties  as  it  develops  and  implements  its  program. 

SUBCOMMITTEE  RECESS 

Senator  Rollings.  The  subcommittee  will  now  stand  in  recess 
until  tomorrow  at  10  a.m.,  when  we  will  discuss  the  Department 
of  Justice’s  budget  request  with  Attorney  General  Janet  Keno.  We 
will  convene  in  the  Russell  Building  in  room  253  at  that  time. 

[Whereupon,  at  11:35  a.m.,  Tuesday,  March  22,  the  subcommit¬ 
tee  was  recessed,  to  reconvene  at  10  a.m.,  Wednesday,  March  23.] 
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WEDNESDAY,  MARCH  23,  1994 

U.S.  Senate, 

Subcommittee  of  the  Committee  on  Appropriations, 

Washington,  DC. 

The  subcommittee  met  at  10  a.m.,  in  room  SR-263,  Russell  Sen¬ 
ate  Office  Building,  Hon.  Ernest  F.  Hollings  (chairman)  presiding. 

Present:  Senators  Hollings,  Bumpers,  Lautenberg,  Kerrey,  and 
McConnell. 


DEPARTMENT  OF  JUSTICE 


Office  of  the  Attorney  General 
statement  of  JANET  RENO,  U.S,  ATTORNEY  GENERAL 
ACCOMPANIED  BY: 

KATHLEEN  M.  HAWK,  DHIECTOR,  FEDERAL  PRISON  SYSTEM 
STEPHEN  R.  COLGATE,  ASSISTANT  ATTORNEY  GENERAL  FOR  AD¬ 
MINISTRATION 

MICHAEL  J.  ROPER,  DEPUTY  ASSISTANT  ATTORNEY  GENERAL, 
CONTROLLER 

ADRIAN  A.  CURTIS,  DIRECTOR,  BUDGET  STAFF 
SHEILA  F.  ANTHONY,  ASSISTANT  ATTORNEY  GENERAL,  OFFICE  OF 
LEGISLATIVE  AFFAIRS 


OPENING  REMARKS 


Senator  Hollings.  Good  morning.  The  subcommittee  will  con¬ 
tinue  its  1995  hearings  with  Attorney  General  Janet  Reno  provid¬ 
ing  us  an  overview  oi  the  Department  of  Justice.  The  Department 
is  requesting  a  total  of  $12,145  billion  in  discretionary  spending  for 
fiscal  year  1995.  This  represents  a  $2.8  billion,  or  30  percent,  in¬ 
crease  above  the  discretionary  amount  appropriated  last  year. 

Within  the  $2.8  billion  increase,  $2.4  billion  is  for  the  crime  con¬ 
trol  fund  to  support  programs  authorized  in  the  Senate-passed 
crime  bill.  The  bulk  of  the  remainit^  increase,  some  $457  million, 
would  support  the  operation  of  the  Federal  Prison  System  and  the 
activation  of  the  new  Federal  prison  facilities. 

TTiis  morning,  our  ranking  colleague,  Senator  Domenici,  who  is 
also  ranking  on  the  Budget  Committee,  is  detained  down  on  the 
Senate  floor  where  the  budget  resolution  is  now  under  consider¬ 
ation.  He  will  momentarily  try  to  come  up  to  engage  in  at  least 
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part  of  this  hearing.  Other  than  that,  Ms.  Reno,  we  welcome  you 
and  would  be  delighted  to  hear  from  you  at  this  time. 

We  can  include  your  statement  in  its  entirety  in  the  record,  or 
you  can  deliver  it  as  you  wish  or  highlight  it  as  you  wish. 

OPENING  STATEMENT 

Ms.  Reno.  Thank  you,  Mr.  Chairman.  I  am  pleased  to  be  here 
before  you  today. 

We  seek  a  budget  totaling  $13,653  billion,  including  discretionary 
moneys  and  moneys  from  fees.  This  budget  reflects  the  administra¬ 
tion’s  commitment  to  address  violent  crime,  as  what  we  believe  to 
be  the  No.  1  priority  in  terms  of  the  criminal  justice  system. 

CRIME  CONTROL  FUND 

As  you  have  noted,  it  includes  $2,423  billion  associated  with  the 
crime  control  fund  the  administration  is  seeking  through  legisla¬ 
tion.  Several  important  crime  prevention  and  control  initiatives  are 
requested  in  the  budget,  contingent,  in  part,  upon  enactment  of  a 
strong  crime  bill. 

Let  me  briefly  address  the  initiatives  we  anticipate  through  the 
crime  control  fund. 

In  an  effort  to  enhance  the  ability  of  State  and  local  governments 
to  continue  to  play  a  central  role  in  focusing  on  crime  and  prevent¬ 
ing  crime,  the  Department  requests  $1.7  billion  for  community  po¬ 
licing.  These  funds,  when  added  to  future  increases  in  1996 
through  1998,  will  ensure  that  100,000  police  officers  are  added  to 
State  and  local  police  rolls. 

Violent  crime  is  basically  handled  best  at  the  State  and  local 
level.  I  have  watched  community  policing  work  around  this  country 
and  in  my  own  home  jurisdiction,  and  now,  in  this  past  year  since 
I  testified  before  you  last  spring,  I  have  seen  community  policing 
initiatives  at  work.  I  think  it  enables  police  officers  to  understand 
their  community,  to  involve  their  community,  and  to  help  citizens 
participate  in  policing  and  establishing  priorities.  It  enables  them 
to  understand  who  the  bad  guy  is,  focus  resources  on  him,  and  ;;et 
him  put  away.  It  enables  them  to  work  with  the  community  in  pre¬ 
venting  crime,  and  saving  youngsters  from  trouble. 

The  Department's  request  includes  $100  million  for  grants  to 
States  to  improve  their  criminal  history  records  and  to  develop  a 
national  instant  records  check  system  for  firearm  purchasers.  In  so 
doing,  we  believe  we  can  reduce  the  number  of  weapons  in  the 
hands  of  criminals. 

The  Department's  1995  budget  also  requests  $300  million  from 
the  crime  control  fund  for  critical  immigration  control  initiatives. 

VIOLENT  CRIME 

As  I  have  noted,  violent  crime  is  fundamentally  a  State  and  local 

[iroblem.  I  have  been  on  the  front  lines  with  others.  I  have  watched 
ocal  police,  year  in  and  year  out,  deal  with  the  problem  of  street 
violence,  the  problem  of  violent  traffickers.  The  Federal  Grovern- 
ment,  however,  should  do  everything  it  can  to  be  supportive  and 
assume  appropriate  Federal  responsibilities.  Recognizing  that,  as  I 
say,  95  percent  of  violent  crime  is  investigated  and  prosecuted  at 
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the  State  and  local  level,  our  budget  increases  aid  to  State  and 
local  law  enforcement  agencies  by  $1.8  billion,  a  300-percent  in¬ 
crease  over  1994  levels. 

The  Department’s  budget  also  includes  $172  million,  an  increase 
of  $69  million,  for  the  Office  of  Juvenile  Justice  Programs,  to 
strengthen  the  family,  support  core  community  institutions  and 
their  work  with  youth,  and  emphasize  the  prevention  of  delin¬ 
quency  and  gang-related  activity. 

So  many  people  talk  about  punishment  or  prevention,  Mr.  Chair¬ 
man.  I  think,  after  talking  with  American  people,  with  sheriffs,  and 
with  police  officers  who  are  on  the  front  line  of  the  fight  against 
crime,  that  it  is  punishment  and  prevention.  We  do  not  have  a 
choice.  For  those  who  commit  violent  crimes,  we  have  got  to  punish 
them  consistent  with  the  crime  and  make  sure  that  that  punish¬ 
ment  is  carried  out.  At  the  same  time,  I  have  never  met  a  victim 
of  a  crime  who  would  rather  have  been  the  victim  than  to  have  pre¬ 
vented  the  crime.  It  makes  a  lot  more  sense  if  we  can  identify  pro¬ 
grams  that  prevent  the  crime  up  front. 

The  Federal  Government’s  role  must  be  to  support  State  and 
local  efforts  and  to  bolster  and  assist  them  whenever  possible.  Of 
course,  the  Department  spends  considerable  resources  and  devotes 
a  large  number  of  its  own  staff  to  combat  violent  crime.  For  exam¬ 
ple,  the  Federal  Bureau  of  Investigation  will  dedicate  nearly  2,500 
agents  to  this  effort  in  1995.  Further,  Director  Freeh  has  rede¬ 
ployed  600  agents  from  headquarters  or  administrative  jobs  to 
street-level  investigations,  many  of  whom  will  be  investigating  vio¬ 
lent  crimes. 

Additionally,  I  have  directed  each  U.S.  attorney  to  expand  his  or 
her  violent  crime  initiatives,  and  to  work  side  by  side  with  their 
local  investigative  and  prosecutorial  counterparts.  We  are  tiying  to 
establish — we  have  worked  together  with  the  Treasury  officials  and 
officials  from  the  Bureau  of  Alcohol,  Tobacco  and  Firearms,  the 
FBI,  the  DEA,  the  Marshals  Service,  and  Immigration  and  Natu¬ 
ralization,  along  with  the  U.S.  attorney’s  office  and  the  Criminal 
Division,  to  initiate  an  antiviolence  initiative  that  I  think  is  al¬ 
ready  beginning  to  see  results. 

In  your  State,  Mr.  Chairman,  the  U.S.  attorney  has  done  so 
much  in  terms  of  developing  this  violent  crime  task  force,  which 
enables  the  Federal  Government  to  become  a  true  partner  with 
local  law  enforcement,  to  provide  intelligence  information  and  to 
provide  technical  expertise.  We  want  to  expand  and  enhance  that 
effort  in  every  way  possible. 

We  want  to  also  ensure  that  our  efforts  against  drugs  and  orga¬ 
nized  crime  will  not  diminish,  but  will,  in  fact,  be  enhanced  by  new 
cooperative  working  relationships  between  the  DEA  and  the  FBI, 
that  will  enable  them  to  share  intelligence  on  a  regular  basis  and 
enable  them  to  work  together  in  a  cooperative  spirit. 

HEALTH  CARE  FRAUD 

In  response  to  and  in  concert  with  the  President’s  health  care  re¬ 
form  initiative,  health  care  fraud  is  the  Justice  Department’s  sec¬ 
ond  new  enforcement  priority.  I  pledged  a  vigorous  enforcement  ef¬ 
fort  to  pursue  and  prosecute  anyone  attempting  to  profit  from  ille¬ 
gal  health  care  fraud  schemes.  The  Department  estimates  it  will 


devote  over  $54  million  to  health  care  fraud  in  1996,  a  70-percent 
increase  over  1994.  I  think  anybody  who  commits  fraud  when  deal¬ 
ing  mth  such  a  precious  commodity  as  health  care  needs  to  be  fo¬ 
cused  on  and  punished  vigorously,  if  convicted. 

IMMIGRATION  INITIATIVES 

As  I  mentioned  earlier,  the  Department’s  1995  budget  includes 
a  request  for  $300  million  from  the  crime  control  fund  for  immigra¬ 
tion-related  activities.  We  propose  using  these  funds  to  hire  addi¬ 
tional  Border  Patrol  agents  for  high-risk  border  areas,  improve 
INS’  asylum  program  and  its  deportation  efforts,  and  provide  sig¬ 
nificant  technology  enhancements  to  INS. 

For  the  Border  Patrol  specifically,  we  intend  to  have  1,010  more 
agents  on  the  line.  Of  these,  360  are  new  agents  that  are  being 
hired  in  1994;  and  160  new  agents  will  be  hired  in  1996.  In  addi¬ 
tion,  510  agents  are  being  deployed. 

The  Department’s  request  also  includes  $30  million  to  better  pro¬ 
mote  and  adjudicate  the  naturalization  of  legal  immigrants  and 
break  the  cycle  of  growing  backlogs;  and  $33  million  to  help  INS 
reduce  the  magnet  of  illegal  job  opportunities  and  take  action 
against  employers  who  repeatedly  hire  unauthorized  workers. 

To  ensure  a  comprehensive  Federal  effort,  increases  have  also 
been  requested  to  strengthen  enforcement  of  the  IRCA  prohibition 
against  discrimination  in  employment  based  on  national  origin  and 
citizenship. 


LITIGATION  ENHANCEMENT 

In  the  area  of  civil  rights,  the  administration  is  requesting  an  in¬ 
crease  of  $11  million  for  the  Civil  Rights  Division  to  resolve  the 
growing  number  of  civil  rights  complaints  received.  We  also  plan 
to  increase  our  efforts  in  ensuring  compliance  with  the  Americans 
With  Disabilities  Act,  voting  rights  laws,  and  mortgage  lending  and 
fair  housing  statutes. 

We  are  requesting  an  increase  of  $4  million  to  enable  the  Envi¬ 
ronment  and  Natural  Resources  Division  to  enhance  activities  in 
areas  such  as  Federal  facilities  cases.  Clean  Air  Act  amendment 
litigation,  and  natural  resource  damage  claims. 

We  are  r^uesting  additional  resources  for  the  Antitrust  Division 
to  hire  more  attorneys  and  paralegals  to  examine  the  increasing 
number  of  proposed  mergers,  particularly  in  the  banking,  health 
care,  and  telecommunications  industries,  many  of  which  have  inter¬ 
national  implications. 

The  Division  also  proposes  an  increase  in  the  Hart-Scott-Rodino 
premerger  filing  fee  from  $25,000  to  $40,000,  which  will  generate 
a  tot€Ll  of  $12.6  million  in  additional  revenue  for  the  Antitrust  Divi¬ 
sion. 


INCARCERATION  AND  DETENTION  INCREASES 

To  keep  pace  with  the  increasing  Federal  inmate  population,  the 
Department’s  budget  also  includes  $101  million  to  activate  new  and 
expand  present  facilities  in  West  Vi^nia,  Florida,  North  Carolina, 
and  Minnesota,  as  well  as  other  facilities  in  Texas,  Massachusetts, 
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Oklahoma,  Oregon,  and  Arizona.  These  activations  will  provide 
9,673  new  beds. 

In  addition,  the  Department  is  requesting  $74  million  to  con¬ 
struct  a  new  prison  in  Louisiana  and  oegin  planning  and  site  work 
for  two  other  prisons  in  Texas  and  the  western  region  of  the  United 
States.  Collectively,  these  three  new  facilities  will  add  4,224  beds 
in  the  Federal  Prison  System. 

Because  the  prisoner  population  and  the  size  of  the  judiciaiy  con¬ 
tinue  to  increase,  an  increase  of  $16  million  is  requested  for  addi¬ 
tional  staffing  to  enable  the  U.S.  Marshals  Service  to  support  the 
workload  and  to  improve  the  Seized  Asset  Management  Program. 
The  Department's  request  also  includes  an  increase  of  $33  million 
for  the  support  of  U.S.  prisoners  appropriation  to  fund  the  cost  as¬ 
sociated  with  approximately  500,000  additional  jail  days  in  1996. 

COST-SAVING  MEASURES 

As  budgets  get  tighter,  we  strive  to  get  the  most  out  of  every  dol¬ 
lar.  Efforts  are  ongoing  to  make  the  most  cost-effective  decisions 
possible.  I  will  mention  just  a  few. 

The  Department  received  authority  to  retain  up  to  3  percent  of 
funds  collected  pursuant  to  civil  debt  collection  litigation  activities, 
to  be  used  to  pay  the  cost  of  processing  and  tracking  such  litiga¬ 
tion.  This  should  improve  the  Department's  ability  to  collect  on 
debts  owed  to  the  Government — this  being  one  of  my  priorities. 

Duplication  and  incompatibility  of  office  automation  equipment 
of  the  DEA  and  the  FBI  are  of  concern  to  all.  The  Department  will 
make  funds  available  from  existing  resources  for  initial  design  and 
development  of  a  joint  FBI/DEA  office  automation  system. 

In  order  to  eliminate  the  tremendous  duplication  of  efforts  cur¬ 
rently  spent  in  booking  Federal  prisoners,  the  Department  will  use 
existing  resources  to  establish  a  joint  automated  booking  station  to 
include  all  Department  of  Justice  components.  We  anticipate  sig¬ 
nificant  savings  in  future  years  through  the  availability  of  this 
joint  booking  station. 

The  Department's  budget  request  also  includes  $93  million  in 
base  resources  to  support  the  FBI’s  integrated  automated  finger¬ 
print  identification  system.  This  system,  coupled  with  the  FBI's 
DNA  identification  program  and  improved  wiretap  technology,  will 
provide  the  Nation's  law  enforcement  community  with  the  most  ef¬ 
fective  law  enforcement  technology  available. 

The  Department  will  use  existing  resources  to  develop  a  docu¬ 
ment  processing  system  to  deal  with  the  increasing  backlog  of 
FOIA  requests.  This  new  FOIA  system  will  enable  the  administra¬ 
tion  to  implement  its  new  FOIA  policy,  which  encourages  disclosure 
of  more  information  to  the  public  in  order  to  ensure  openness  in 
our  Government. 

REDUCTION  IN  BYRNE  FORMULA  GRANT  PROGRAM 

In  keeping  with  the  administration's  commitment  to  reduce  the 
Federal  work  force  by  252,000  employees  by  1999,  and  reduce  the 
Federal  deficit,  the  Department’s  budget  includes  total  reductions 
of  922  positions  and  $554  million.  Of  this,  $358  million  is  for  the 
Byrne  formula  grant  program.  I  want  to  make  it  clear  that  this 
program  was  not  eliminated  in  order  to  finance  the  crime  control 
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fund.  There  is  no  tradeoff  here.  The  Byrne  grants  were  eliminated 
in  order  to  find  financing  for  core  Federal  missions,  primarily  pris¬ 
on  operations.  Congress  has  provided  billions  of  dollars  to  construct 
prisons;  the  moneys  must  now  be  found  to  open  them  and  to  oper¬ 
ate  them  so  that  we  can  make  sure  that  people  who  belong  in  pris¬ 
on  stay  there. 

While  I  understand  concerns  about  losing  the  Byme  grant  funds, 
I  want  to  point  out  that  under  the  community  policing  initiatives, 
most  States  will  be  getting  more  than  they  do  under  the  Byme 
grant  program. 

At  the  same  time,  I  pledged  that  I  would  listen  to  people  around 
this  country,  to  sheriffs,  to  State  attorneys  general,  to  police  offi¬ 
cers  who  worked  in  task  forces  through  the  Byme  grant.  And  in 
recognition  of  concerns  about  the  continuation  of  the 
multijurisdictional  task  forces  funded  through  the  Byme  grant  for¬ 
mulas,  we  have  identified  $125  million  in  the  administration’s  1995 
budget  request  that  can  be  used  in  order  to  fund  them. 

The  proposed  offsets  to  the  pending  request  include  a  $50  million 
reduction  in  the  public  safety  and  community  policing  grants,  $50 
million  from  the  proposed  increases  for  funding  of  discretionary 
Byme  grants,  anci  $25  million  from  the  proposed  $69  million  in¬ 
crease  in  funding  for  the  Office  of  Juvenile  Justice  and  Delinquency 
Prevention.  The  administration  is  also  supporting  an  amendment 
to  the  crime  bill  to  make  the  Byme  grant  program  eligible  for  fund¬ 
ing  from  the  crime  control  fund.  This  is  necessary  to  permit  the  use 
of  the  $50  million  offset  from  the  policing  grants. 

PREPARED  STATEMENT 

Mr.  Chairman,  this  concludes  my  statement.  I  would  be  happy 
to  answer  any  questions  you  or  the  subcommittee  may  have. 

[The  statement  follows:] 

Statement  of  Janet  Reno 

Mr.  Chairman  and  Members  of  the  Subcommittee:  1  am  pleased  to  appear  before 
you  today  to  present  the  President’s  1995  budget  request  for  the  Department  of  Jus¬ 
tice.  For  fiscal  year  1995,  we  seek  a  budget  totalling  $13,653  billion.  This  is  a  $2,729 
billion,  or  24  percent,  increase  over  the  1994  funding  level  of  $10,924  billion. 

This  budget  reflects  the  Administration’s  commitment  to  address  violent  crime  as 
its  number  one  priority.  Included  in  this  request  is  $2,423  billion  associated  with 
the  Crime  Control  Fund  the  Administration  is  seeking  through  legislation.  Through 
this  Fund  the  Department  will  step  up  its  efforts  to  prevent  crime  and  fight  against 
violent  ci*me,  drugs,  and  illegal  immigration.  As  President  Clinton  said  in  his  State 
of  the  Union  message,  ‘"Violent  ciime  and  the  fear  it  provokes  are  crippling  our  soci¬ 
ety,  limiting  personal  freedom  and  fraying  the  ties  that  bind  us.”  Thus,  in  this  budg¬ 
et,  we  are  focusing  on  putting  more  police  in  our  communities  and  enabling  States 
and  communities  to  fight  crime  and  arug  abuse  locally,  while  increasing  the  number 
of  employees  in  the  Department  only  where  absolutely  necessary. 

prevention  of  crime  through  state  and  local  assistance 

Several  important  crime  prevention  and  control  initiatives  are  requested  in  this 
budget,  contingent,  in  part,  upon  enactment  of  a  strong  crime  bill.  Let  me  briefly 
address  the  initiatives  we  anticipate  funding  through  the  Crime  Control  Fund. 

Community  Policing 

In  an  effort  to  enhance  the  ability  of  State  and  local  governments  to  continue  to 
play  a  central  role  in  preventing  crime,  the  Department  requests  $1.7  billion  for 
commun^  policing.  These  funds  will  provide  State  and  local  ^ants  to  hire  at  least 
50,000  officers,  not  merely  to  make  arrests,  but  to  work  with  the  community  to  pre¬ 
vent  crime  fh)m  occurring.  These  matching  grants  will  assist  States  and  localities 
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in  establishing  communi^  policing  nrograms  across  the  Nation.  An  additional  $6 
billion  will  be  provided  for  1996-1^8  to  ensure  that  100,000  police  officers  are 
added  to  the  State  and  local  police  rolls,  increasing  the  number  of  police  officers  in 
our  communities  by  over  16  percent.  More  police  on  the  street  working  in  partner* 
ship  with  the  community  means  less  crime  and  fear  of  crime. 

Brady  Law 

The  Department’s  1995  budget  request  includes  $100  million  for  ^nts  to  States 
to  improve  their  criminal  history  records  and  to  develop  a  national  instant  record 
check  system  for  firearm  purchasers.  This  system  will  provide  an  effective  and  effi¬ 
cient  system  to  check  the  backgrounds  of  firearms  purchasers.  In  so  doing,  we  be¬ 
lieve  that  we  can  reduce  the  number  of  weapons  in  the  hands  of  criminals. 

Immigration  Initiative 

The  Department's  1995  budget  also  r^uests  $300  million  from  the  Crime  Control 
Fund  for  critical  immigration  control  initiatives.  Illegal  immigration  is  a  continuing 
problem  that  threatens  this  country’s  immigrant  traditions  and  reduces  the  abilit> 
of  State  and  local  governments  to  provide  quality  human  services.  The  Administra¬ 
tion  pledges  to  seek  solutions  to  this  important  and  controversial  problem. 

Other  mnds  in  the  Crime  Control  Fund  may  be  used  for  such  initiatives  as  the 
police  corps;  drug  court  programs  to  provide  treatment  and  counseling  and  avoid  in¬ 
carceration;  boot  camps  for  first-time  non-violent  offenders;  and  law  enforcement 
technology.  These  projects  are  consistent  with  our  fundamental  policy  of  reducing 
recidivism  as  early  in  the  life  of  the  individual  as  possible. 

Let  me  now  turn  to  a  discussion  of  the  elements  of  our  budget  request  that  are 
not  related  to  the  Crime  Control  Fund,  but  reflect  the  Administration's  and  the  De¬ 
partment’s  priorities  for  appropriated  fiinds. 

VIOLENT  CRIME 

The  Department  will  do  everything  within  its  power  to  help  reduce  violent  crime. 
Recognizing  that  95  percent  of  violent  crime  is  investigated  and  prosecuted  at  the 
State  and  local  level,  our  budget  increases  aid  to  State  and  local  law  enforcement 
agencies  by  $1.8  billion,  a  300  percent  increase  over  1994  levels.  Of  course,  the  De¬ 
partment  spends  considerable  resources  and  devotes  a  large  number  of  its  own  staff 
to  combat  violent  crime.  For  example,  the  Federal  Bureau  of  Investigation  will  dedi¬ 
cate  nearly  2,600  agents  to  this  effort  in  1995.  Additionally,  I  have  directed  each 
United  States  Attorney  to  expand  his  or  her  violent  crime  initiatives  and  to  work 
side-by-side  with  their  local  Investigative  and  prosecutorial  counterparts.  We  will  go 
after  career  criminals  and  prosecute  them  to  the  fullest  extent  of  the  law.  We  are 
also  very  concerned  about  the  victims  of  crime  and  are  committed  to  ensuring  that 
their  rights  be  respected  and  upheld.  We  will  also  ensure  that  our  efforts  against 
drugs  and  organized  crime  will  not  diminish. 

Though  our  top  priority  is  violent  crime,  we  will  not  neglect  our  involvement  in 
fighting  other  forms  of  crime.  We  will  continue  to  prosecute  vigorously  white  collar 
cnme.  Tike  financial  institution  fraud,  especially  investigating  and  prosecuting  those 
cases  that  cross  jurisdictional  lines.  In  addition,  we  will  wont  to  ensure  that  public 
corruption  does  not  undermine  public  confidence  in  our  institutions  of  government. 

Juvenile  Justice 

If  we  can  begin  to  resolve  the  problems  of  juvenile  justice,  we  naturally  will  begin 
to  avoid  adult  criminal  behavior.  The  Dejpartment’s  1995  request  includes  $172  mil¬ 
lion,  an  increase  of  $69  million,  for  the  Office  of  Justice  Programs’  Juvenilo  Justice 
Program.  Serious  and  violent  juvenile  crime  increased  sharply  during  the  last  dec¬ 
ade,  and  juveniles  continue  to  account  for  an  increasingly  larger  share  c  f  violent 
crime.  This  requested  increase  will  provide  grants  to  aid  in  the  preventioi .  and  re¬ 
duction  of  juvenile  crime  and  the  treatment  of  youthful  offenders.  The  funding  will 
build  on  strat^es  to  strengthen  the  family,  support  core  community  institutions  in 
their  work  with  youth,  emphasize  the  prevention  of  delinquency  and  gang-related 
activity,  and  control  violent  youth  crime. 

The  Department’s  1995  budget  request  also  proposes  the  elimination  of  the  Byrne 
formula  grants  ($358  million)  and  oUier  1994  earmarks  that  are  either  no  longer 
needed  or  are  provided  for  in  the  Crime  Control  Fund;  however,  we  are  also  request¬ 
ing  an  increase  in  Byrne  discretionary  grant  funding  by  $50  million  to  $100  imilion 
in  1995.  The  elimination  of  the  Byrne  formula  grants  is  requested  to  support  expan¬ 
sion  of  the  Juvenile  Justice  Program  crime  prevention  activities  and  provide  some 
of  the  funding  necess^  for  the  Department  to  maintain  its  primary  Federal  law 
enforcement  responsibilities.  The  Administration  believes  that  the  many  new  State 
and  local  assistance  provisions  contained  in  the  pending  Crime  Control  and  Law  En- 


forcement  Act  will  more  than  offset  the  elimination  of  the  Byrne  formula  grants. 
These  new  State  and  local  programs  include  authorizations  for  ^ants  for  commu¬ 
nity  policing,  boot  camps  and  dmg  courts  for  youthful  and  non-violent  offenders,  and 
drug  treatment  in  prisons  and  jails,  among  others.  1  should  also  note  that,  for  simi¬ 
lar  reasons,  the  Regional  Information  Sharing  System  is  also  proposed  for  elimi¬ 
nation  in  1^5. 


HEALTH  CARE  FRAUD 

In  response  to  and  in  concert  with  the  President’s  health  care  reform  initiative, 
health  care  fraud — an  insidious  form  of  white  collar  crime  that  preys  on  eveiyone — 
is  the  Justice  Department’s  second  enforcement  priority.  I  have  pledged  a  vigorous 
enforcement  effori  to  pursue  and  prosecute  anyone  attempting  to  pront  from  illegal 
health  care  fraud  schemes.  'The  Department  estimates  it  will  devote  over  $54  million 
to  health  care  fraud  in  fiscal  year  1995,  an  increase  of  almost  70  percent  over 
amounts  planned  in  1994.  We  may  even  redirect  more  resources  this  year. 

IMMIGRATION  REFORM  INITIATIVES 

As  I  mentioned  earlier,  the  D^artment’s  1995  budget  includes  a  ^uest  for  $300 
million  fi*om  the  Crime  Control  fxind  for  immigration-related  activities.  These  hinds 
will  enable  the  INS  to  further  its  efforts  to  implement  fully  the  authorizations  pro¬ 
vided  by  the  Immigration  Reform  and  Control  Act  of  1986  (IRCA)  and  curb  illegal 
entry  into  our  country. 

Border  Patrol 

Building  on  the  increases  received  with  the  help  of  this  Committee  in  1994,  we 
propose  using  these  funds  to  hire  additional  Border  Patrol  agents  to  provide  a  visi¬ 
ble  presence  at  high-risk  border  areas  to  deter  illegal  entry,  similar  to  Operation 
Blockade  in  £1  Paso,  and  make  significant  technology  enhancements  that  will  en¬ 
able  INS  to  better  use  intelligence,  dismantle  alien  smuggling  operations,  and  re¬ 
duce  illegal  immigration.  Specifically,  we  intend  to  have  1,010  more  agents  on  the 
line.  Of  these,  350  are  new  agents  that  are  being  hired  in  1994,  and  150  new  agents 
will  be  hired  in  1996.  In  addition,  610  agents  are  being  redeployed.  Crime  Control 
Fund  resources  will  also  be  used  to  improve  INS’s  asylum  program  and  expand  its 
Institutional  Hearing  Program,  which  speeds  the  deportation  of  criminal  aliens. 

Naturalization 

In  addition  to  the  immigration  initiatives  requested  in  the  Crime  Control  Fund, 
the  Department’s  1995  budget  requests  $30  million  to  enable  INS  to  better  promote 
the  naturalization  of  legal  immigrants.  This  increase  will  provide  sufficient  person¬ 
nel  to  adjudicate  the  increased  number  of  applications  for  naturalization  ana  break 
the  ;ycle  of  growing  backlogs.  An  equal  part  of  this  initiative  will  be  grants  for  vol¬ 
unteer  agencies  to  increase  public  awareness  of  the  benefits  of  naturalization  and 
the  eligibility  requirements. 

Employer  Sanctions 

The  Department’s  1995  budget  reauest  includes  an  increase  of  $33  million  for  an 
employer  sanctions  initiative  in  the  iNS.  The  key  objectives  of  this  initiative  are  to: 
(1)  reduce  illegal  employment  opportunities;  (2)  reduce  the  marketability  of  fraudu¬ 
lent  documents;  and  (3)  protect  the  rights  of  citizens  and  legal  aliens  with  employ¬ 
ment  aufiiorization.  This  initiative  will  help  INS  reduce  the  magnet  of  illegal  job 
opportunities  by  targeting  high-risk  industries  and  taking  action  against  employers 
who  repeatedly  hire  unauthorized  workers.  It  will  also  incorporate  fingerprint  data 
into  work  authorization  documents,  thereby  significantly  expanding  our  capability 
to  verify  work  eligibility  electronically. 

To  ensure  a  comprehensive  Federal  effort  toward  enforcing  employer  sanctions 
laws,  increases  totaling  $6  million  have  also  been  included  in  the  1995  budget  for 
the  Executive  Office  for  Immigration  Review  to  handle  the  increased  workload  ex¬ 
pected  from  Employer  Sanction  cases,  and  the  Office  of  Special  Counsel  to  strength¬ 
en  enforcement  of  the  IRCA  prohibition  against  discrimination  in  employment  based 
on  national  orimn  and  citizenship — a  civil  right — and  for  grants  and  outreach  efforts 
to  educate  employees  and  employers  about  the  requirements  of  IRCA. 

LITIGATION  PRIORITIES 

Enhancing  Enforcement  of  the  Civil  Rights  Laws 

In  the  area  of  civil  rights,  the  Administration  is  requesting  an  increase  of  $11  mil¬ 
lion  for  the  Civil  Rights  Division  to  address  and  resolve  the  growing  number  of 
criminal  civil  rights  complaints  received,  maintain  litigation  activities  and  continue 
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the  Division’s  public  access  compliance  review  program.  We  also  plan  to  increase  by 
60  percent  the  number  of  technical  assistance  grants  designed  to  enhance  the  un> 
derstanding  of  and  compliance  with  the  Americans  With  Disabilities  Act.  Increases 
are  also  planned  to  handle  litigation  and  other  enforcement  duties  under  recently 
enacted  Voting  Rights  laws»  such  as  the  Voting  Rights  Language  Assistance  Act  of 
1992  and  the  National  Voter  Registration  Act  of  1993,  enable  enforcement  of  the 
growing  number  of  referrals  from  the  Department  of  Housing  and  Urban  Develop¬ 
ment  in  mortgage  lending  and  fair  housing  cases,  and  to  respond  to  an  increase  m 
the  number  of  Title  VII  and  Title  I  complaints  received. 

Enhancing  Enforcement  of  Environmental  Laws 
The  Department’s  1995  budget  request  includes  an  increase  of  $4  million  to  help 
enforce  our  environmental  laws.  This  increase  will  allow  the  Environment  and  Nat¬ 
ural  Resources  Division  to  complete  the  implementation  of  its  four-attomey-team 
initiative  to  provide  support  to  each  of  the  ten  Environmental  Protection  Agency  re¬ 
gions  as  well  as  to  the  United  States  Attorneys’  offices;  to  defend  against  an  ex¬ 
pected  increase  in  the  number  of  Federal  facility  liability  and  Clean  Air  Act  Amend¬ 
ments  cases;  and  to  staff  enforcement  activities  in  natural  resource  damage  claim 
cases  and  Federal  Facility  cases  wherein  the  government  seeks  to  recover  cleanup 
costs.  It  will  also  allow  the  Division  to  defend  suits  filed  against  the  United  States 
in  takings  cases,  pursue  water  rights  and  royalty  matters;  handle  an  increase  in  the 
number  of  general  stream  a<ljudications. 

Enhancing  Enforcement  of  the  Antitrust  Laws 
We  are  requesting  additional  resources  for  the  Antitrust  Division  to  hire  more  at¬ 
torneys  and  paralegals  to  examine  the  increasing  numbers  of  proposed  mergers,  par¬ 
ticularly  in  the  banking,  health  care  and  telecommunications  industries.  These  in¬ 
dustries  are  undergoing  m«yor  restructuring  that  warrants  close  attention  to  the  re¬ 
sulting  competitive  effects  on  consumers,  the  national  economy  and  the  position  of 
the  United  States  in  global  markets.  No  increase  in  direct  budget  authority  will  be 
needed  to  implement  this  program  expansion.  The  Division  proposes  an  increase  in 
the  Hart-Scott-Rodino  premerger  filing  fee  from  $25,000  to  $40,000.  This  increase, 
which  will  generate  a  total  of  $12.6  million  in  additional  revenues  for  the  Antitrust 
Division,  will  provide  an  additional  $6,877,000  for  1995;  and,  in  addition,  will  fund 
35  positions,  already  on  board,  from  fee  collections  rather  than  direct  budget  author¬ 
ity, 

DETENTION  AND  INCARCERATION  RESOURCES 


Bureau  of  Prisons 

In  an  effort  to  keep  pace  with  tlie  ever-increasing  Federal  inmate  population,  the 
Department’s  1995  reouest  includes  $101  million  to  activate  prisons  in  West  Vir¬ 
ginia,  Florida,  North  (Jarolina,  and  Minnesota,  as  well  as  other  facilities  in  Texas, 
Massachusetts,  Oklahoma,  Oregon  and  Arizona.  These  activations  will  provide  9,673 
new  beds.  For  the  first  time  in  three  fiscal  years,  the  number  of  new  beds  will  ex¬ 
ceed  the  projected  increase  in  prison  population.  These  resources  are  in  addition  to 
the  $260  million  included  in  the  prison  budget  for  full  year  funding  of  the  dozen 
facilities  scheduled  to  come  on  line  this  year. 

Our  request  for  the  Federal  Prison  System  includes  an  increase  of  $28  million  to 
cover  the  cost  of  supporting  a  nine  percent  increase  in  the  average  daily  population, 
projected  to  total  almost  93,000  inmates  in  1995. 

The  Department's  1995  budget  request  also  includes  an  increase  of  $16  million 
for  contract  confinement.  These  funds  will  support  an  increase  in  the  Community 
Corrections  population,  provide  housing  of  Manel  Cubans,  aid  in  the  management 
of  the  ioint  FPS/INS  &>uthwest  contract  facility  in  Arizona,  and  fund  Federal  in¬ 
mates  housed  in  State  and  local  jails. 

In  addition,  the  Department  is  reauesting  $74  million  to  construct  a  new  prison 
in  Ixjuisiana  and  begin  planning  ana  site  work  for  two  other  prisons  in  Texas  and 
the  Western  Region  of  the  United  States.  Collectively,  these  three  new  facilities  will 
add  4,224  beds  to  the  Federal  Prison  System. 

Support  of  United  States  Prisoners  Account 

As  the  investigative  and  enforcement  efforts  of  the  Department  and  our  colleagues 
in  other  law  enforcement  agencies  redirect  their  efforts,  particularly  in  the  area  of 
violent  crime,  demands  for  Support  of  United  States  Prisoners  continue  to  grow.  The 
Department’s  1995  budget  request  includes  an  increase  of  $33  million  for  the  Sup¬ 
port  of  United  States  Prisoners  appropriation  to  fund  the  costs  associated  with  ap¬ 
proximately  500,000  additional  jail  days  in  1995,  representing  a  projected  increase 
in  State  and  local  jail  days  of  10  percent  over  the  1994  level.  In  many  ways,  this 


is  not  a  controllable  cost  because  we  cannot  honestly  make  arrest  decisions  and  bail 
recommendations  on  the  basis  of  the  availability  of  our  own  jail  space. 

United  States  Marshals  Service 

As  the  prisoner  population  and  the  size  of  the  judiciary  continue  to  increase,  so 
does  tile  workload  of  the  United  States  Marshals  Service.  The  Marshals*  ability  to 
cfury  out  their  primary  responsibilities,  prisoner  production  and  ensuring  the  secu¬ 
rity  of  the  judiciary,  continues  to  be  stretched.  An  increase  of  $16  million  is  re¬ 
quested  for  addition^  staffing  to  enable  the  Marshals  to  support  the  workload  cre¬ 
ated  by  filling  judgeships  and  diverse  judicial  locations,  ana  to  improve  the  seized 
asset  management  program. 

In  addition,  the  Department  is  proposing  to  make  non-personnel  expenses  within 
the  Marshals’  Seized  Asset  Management  program  reimbursable  by  the  Assets  For¬ 
feiture  Fund.  To  reflect  this  proposed  change  to  the  source  of  funmng,  we  have  de¬ 
creased  the  program  request  by  $8  million.  The  re<^uest  also  includes  a  $7  million 
reduction  for  the  Marshals  to  implement  the  President’s  administrative  cost  and 
Federal  workforce  reductions.  Because  of  these  offsets,  the  net  impact  of  the  pro¬ 
posed  program  increases  on  the  budget  is  minimal. 

MORE  EFFICIENT  USE  OP  EXISTING  RESOURCES 

As  budgets  get  tighter,  we  must  strive  to  get  the  most  out  of  every  dollar.  Efforts 
are  ongoing  to  make  the  most  cost-effective  oecisions  possible  regarding  the  expendi¬ 
ture  of  the  Department’s  resources.  Let  me  cite  a  few  examples  of  actions  we  are 
taking  with  existing  Department  resources: 

Debt  Collection 

Consistent  with  the  Vice  President’s  National  Performance  Review  Report,  the 
Department  sought  and  received  authority  from  Congress  to  retain  up  to  three  per¬ 
cent  of  funds  collected  pursuant  to  civil  debt  collection  litigation  activities,  to  be 
used  to  pay  the  costs  of  processing  and  tracking  such  litigation.  This  should  improve 
the  Department’s  ability  to  collect  on  debts  owed  to  the  Government.  In  addition, 
we  are  seeking  to  reduce  our  litigation  load  and  our  requirements  for  judicial  re¬ 
sources  in  routine  cases.  A  proposal  that  I  hope  we  will  send  to  the  Congress  in  the 
near  future  would  permit  our  client  agencies  with  mortgage  loan  ana  guarantee 
portfolios  to  use  a  device  currently  available  in  over  one-half  of  the  States:  non-judi- 
cial  foreclosure  on  secured  property. 

Development  of  a  Joint  FBI  IDEA  Automated  System 

Duplication  and  incompatibility  of  office  automation  equipment  of  the  DEA  and 
the  FBI  are  of  concern  to  all.  Collaborative  efforts  in  office  automation  will  be  cost- 
effective  and  enhance  communications  and  information  sharing  between  the  two 
agencies.  The  Department  will  make  funds  available  from  existing  resources  for  ini¬ 
tial  design  and  development  of  a  joint  FBI/DEA  office  automation  system. 

Automated  Booking  Station 

In  order  to  eliminate  the  tremendous  duplication  of  effort  currently  spent  in  book¬ 
ing  Federal  prisoners,  the  Department  will  use  existing  resources  to  establish  a  joint 
automated  booking  station — including  all  Department  of  Justice  components  before, 
hopefully,  expansion  is  offered  to  other  criminal  law  enforcement  agencies.  This  sys¬ 
tem  will  be  a  National  Performance  Review  laboratoiy.  We  anticipate  significant 
savings  in  future  years  through  the  availability  of  this  joint  booking  station. 

The  Leading  Indicators  Crime  Information  System 

I  have  been  concerned  that  existing  statistical  pro^ams  are  not  being  adequately 
utilized  to  provide  information  useful  in  combatting  crime,  particularly  violent 
crime.  Accoi^ngly,  ^e  Department’s  Bureau  of  Justice  Statistics  is  developing  a 
new  indicators  system  to  detect  and  measure  chronic  and  emerging  crime  problems 
across  the  Nation.  We  anticipate  that  once  this  system  is  up  and  running  smoothly, 
timely  data  that  local  law  enforcement  can  use  will  be  produced  for  distribution  and 
use  throughout  the  Nation. 

Integrated  Automated  Fingerprint  Identification  System 

The  Department’s  1995  budget  request  includes  $93  million  in  base  resources  to 
support  the  FBI’s  Inte^ated  Automated  Fingerprint  Identification  System  (lAFIS). 
As  you  know,  lAFIS  wul  be  a  rapid  response,  pa^rless  system  that  will  receive  and 
process  electronic  fingerprint  images,  criminal  histories  and  related  data  on  con¬ 
victed  felons.  The  system  will  be  a  megor  new  component  of  our  nation^  law  en¬ 
forcement  information  system.  This  system,  coupled  with  the  FBI’s  DNA  identifica- 
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tion  program  and  improved  wiretap  technology,  will  provide  the  nation's  law  en¬ 
forcement  community  with  the  most  effective  law  enforcement  technology  available. 

Freedom  of  Information  and  Privacy  Act  (FOUPA)  Policy 
The  Department  will  use  existing  resources  to  develop  a  document  processing  sys¬ 
tem  to  deal  with  the  increasing  backlog  of  Freedom  of  Information  and  Privacy  Act 
(FOI/PA)  requests.  We  hope  that  this  system  will  serve  as  a  prototype  for  other  De¬ 
partment  requirements  in  this  area.  Moreover,  this  new  FOI/PA  system  will  help 
the  Administration  implement  its  new  FOIA  policy,  which  encourages  disclosure  of 
more  information  to  the  public. 


DECREASES 

In  keeping  with  the  Administration's  commitment  to  reduce  the  Federal  workforce 
by  262, (KK)  employees  by  1999  and  control  the  Federal  deficit  through  reductions 
wherever  feasible,  the  Department's  1995  budget  includes  total  reductions  of  922  po¬ 
sitions  and  $554  million,  including  the  Byime  formula  ^ant  reduction.  These  reduc¬ 
tions  are  the  result  of  administrative  savings,  absorbing  the  1994  locality  pay  in¬ 
crease,  and  other  personnel  savings  and  reductions. 

We  believe  we  are  presenting  a  balanced  approach  to  the  often  conflicting  needs 
of  the  Nation.  In  this  budget,  we  are  requesting  prudent  increases  and  making  nec¬ 
essary  cutbacks. 

Mr.  Chairman,  this  concludes  my  formal  statement.  I  am  happy  to  answer  any 
questions  you  or  other  Members  of  the  Subcommittee  may  have. 

BYRNE  FORMULA  GRANT  PROGRAM 

Senator  Rollings.  Thank  you  very  much,  Greneral  Reno.  There 
is  no  question  that  you  have  had  experience  in  community  policing 
down  in  Miami.  It  has  worked.  We  have  had  good  results  with  it 
similarly  in  my  hometown.  But  that  last  little  rhubarb  of  where  the 
money  is  coming  and  where  it  is  going  in  regard  to  the  Byrne  grant 
program,  I  can  detect  in  your  testimony  a  sensitivity  about  it. 

Specifically,  we  have  the  Byrne  grant  program  and  it  is  working. 
In  fact,  it  has  worked  extremely  well.  Local  law  enforcement,  com¬ 
munity  policing,  addiction,  and  treatment  pro^ams,  prosecutors, 
deputies,  statewide  grand  juries  have  all  participated  and  bene¬ 
fited.  They  know  under  the  formula  they  are  going  to  get  a  certain 
amount  of  money.  In  my  little  State  it  is  $5  million  out  of  that 
$358  million,  and  they  count  on  it  and  it  is  working. 

Now,  what  happens  is  they  come  with  this  new  community  polic¬ 
ing  program.  You  are  requesting  $1.8  billion,  but  no  formula.  We 
have  been  through  these  experiences  before.  The  local  police  and 
sheriff  and  everything  think  that  if  they  call  the  Congressman,  call 
the  Senator,  or  whoever  it  is,  that  we’ll  listen  to  them  and  under¬ 
stand  their  need  and  intercede  on  their  behalf.  How  are  we  going 
to  listen  to  all  of  them?  I  do  not  know  how  many  of  them  we  have 
in  the  country  but  you  may  as  well  give  up  because  the  phone  is 
going  to  ring  off. 

Specifically,  we  had  a  situation  like  this  once  with  an  insurance 
company  back  home.  Capital  Life  was  trjdng  to  find  a  new  slogan 
for  its  company,  and  we  finally  got  the  winning  slogan  which  was, 
'‘Capital  Life  will  surely  pay  if  the  small  print  on  the  back  don’t 
take  it  away”. 

You  have  a  $1.8  billion  national  program,  but  you  took  away  my 
$5  million  South  Carolina  program  and  we  have  to  pray  to  get  any 
more  money.  That  is  not  going  to  fly.  I  do  not  know  where  they  got 
the  idea  of  putting  $1.8  billion  instead  of  $358  million  in  the  pro¬ 
gram,  and  not  having  a  formula  or  some  representation  to  all  of  us 
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that  at  least  the  moneys  that  were  in  the  Byrne  grant  program 
would  continued 

You  saw  the  vote  yesterday  on  the  Senate  floor.  There  is  over¬ 
whelming  support  for  the  continuation  of  the  Byrne  grant  program. 
And,  as  you  summed  up  just  a  moment  ago,  you  are  very  sensitive 
to  it,  but  can  we  not  do  better?  I  can  tell  you  what  Til  recommend 
we  do  in  the  Appropriations  Committee  and  this  subcommittee.  I’ll 
recommend  we  take  $358  million  from  the  $1.8  billion  and  stick  the 
Byrne  program  back  in  there. 

Who  eliminated  that?  I  understand  0MB  did,  not  you. 

Ms.  Reno.  Well,  we  look  forward  to  working  with  you,  Mr.  Chair¬ 
man,  because  one  of  the  points  that  the  Senate  has  made  in  the 
Senate  crime  bill,  in  the  minimum  set  aside  per  State,  provided 
that  it  would  equal  six-tenths  of  1  percent  of  the  total. 

Under  that,  as  I  read  it,  each  State  would  get  $10,200,000,  more 
than  the  current  $5,192,000  for  South  Carolina.  What  we  need  to 
do  is  to  work  together  to  make  sure  that  the  small  town,  the  smaJl 
county,  the  rural  areas  are  as  focused  on  as  the  m^or  urban  areas, 
because  as  I  have  said  consistently,  so  much  of  the  problem  of 
crime  has  now  spilled  over  into  those  areas.  We  need  to  work  to¬ 
gether  to  fashion  something  that  will  allay  fears  and  make  sure  the 
moneys  are  spent  as  wisely  as  possible. 

Senator  Hollings.  Well,  it  is  an  education  to  all  of  us.  We  had 
a  bill  just  last  week  and  the  week  before  that  had  to  do  with  tech¬ 
nology  and  the  advancement  of  it.  It  had  to  do  with  small  business 
getting  assistance  to  commercialize  its  technology.  Well,  the  bill 
that  passed  under  President  Bush  in  7  minutes,  took  7  days.  The 
whole  argument  was  about  money — it  had  nothing  to  do  with  tech¬ 
nology  or  anything  else  like  that. 

The  opponents  didn’t  want  the  moneys  going  to  the  Secretary  of 
Commerce.  They  said  when  he  was  the  chairman  of  the  Democratic 
Party  he  said  that  California  was  the  beginning  and  the  end  of 
Presidential  politics.  The  opponents  felt  that  if  these  moneys  went 
to  the  Secretary  of  Commerce,  he  would  use  the  money  to  carry  the 
State  of  California. 

If  the  other  side  of  the  aisle  is  going  to  look  upon  every  program 
that  passes  here  without  a  kind  of  formula  or  otherwise  as  a  kitty 
or  political  fund,  then  we  are  in  deep  trouble.  But  that  is  a  fact  of 
life. 

So,  I  had  to  hold  that  floor  for  7  days  to  get  a  little  bill  that  was 
unanimously  passed  out  of  this  committee.  So,  this  is  the  same  sen¬ 
sitivity  they  had  with  respect  to  the  crime  bill  that  jumped  from 
$11  to  $22  billion  overnight.  And,  everybody  is  going  to  want  a 
prison,  everybody  is  going  to  want  a  community  police  task  force, 
everybody  is  going  to  want  a  violent  crime  task  force. 

I  just  thought  as  the  Attorney  Gleneral  you  ought  to  understand 
what  is  going  on  up  here  on  the  Hill.  There  is  a  tremendous  sen¬ 
sitivity  about  eliminating  the  Byrne  formula  ^ant  to  States.  I 
think  the  better  approach  on  community  policing  is  to  take  the 
community  policing  that  we  have  got.  It  has  the  elements  of  your 
violent  crime  initiative,  has  everybody  working  together.  If  they  get 
more,  fine.  I  will  look  at  that  formula  and  work  with  you  and  your 
office. 
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But  if  we  had  a  markup  in  the  next  10  minutes  I  can  tell  you 
right  now  they  would  mark  up  $358  million  for  the  Byrne  formula. 
We  are  going  to  keep  this  program  going,  so  the  $1.8  billion  would 
drop  to  $1.5  billion  or  something  like  that.  I  am  convinced  of  it. 
Ana  I  just  wanted  to  comment  so  you  would  understand  it. 

VIOLENCE  IN  SCHOOLS 

I  am  particularly  interested  in  your  efforts  on  violent  crime.  A 
young  man  was  gunned  down  in  the  hallway  of  a  high  school  in  the 
middle  of  the  afternoon  in  Columbia,  SC,  and  another  one  in  Gk)ose 
Creek.  I  understand  your  violent  crime  task  force  is  worlds  to¬ 
gether  with  the  FBI  and  the  sheriffs,  and  the  solicitor’s  offices, 
looking  into  these  shootings. 

Are  the  U.S.  attorneys  directed  to  focus  their  attention  on  vio¬ 
lence  in  the  schools? 

Ms.  Reno.  Yes;  very  much  so.  Here  is  what  we  have  tried  to  set 
up.  The  Director  of  tne  FBI,  the  Administrator  of  DEA,  the  head 
or  ATF  and  I  joined  together  in  a  conference  call  to  over  200  U.S. 
attorneys,  special  agents  in  charge  of  the  various  law  enforcement 
agencies  represented.  It  was  a  historic  call  in  which  we  said,  look, 
we  are  working  together  in  Washington.  Violent  crime  is  the  first 
priority  of  law  enforcement,  it  must  be,  but  we  want  to  be  a  part¬ 
ner  with  local  law  enforcement. 

And  we  are  ur^ng  you  to  work  together  in  your  district,  to  look 
at  the  problems  in  your  district,  knowing  that  it  is  going  to  vary 
from  one  community  to  the  next.  But  school  violence  is  one  of  the 
critical  issues  that  we  face  in  America  today.  Identifying  career 
criminals,  identifying  the  violent  traffickers,  trying  to  identify  the 
different  types  of  violence,  the  different  sites  for  violence,  whether 
it  be  school  or  public  housing,  and  th  m  working  together  in  part¬ 
nership  with  local  law  enforcement:  not  presuming  to  tell  local  law 
enforcement  what  to  do,  but  to  work  out  plans  that  address  these 
different  sites  and  types  of  violence,  and  design  strategies  that  can 
work. 

With  respect  to  school  violence,  that  is  one  of  the  critical  issues 
because  I  will  tell  you,  Mr.  Chairman,  wherever  I  go  the  American 
people  want  their  schools  to  be  safe,  and  we  want  to  do  everything 
that  we  can  to  support  local  law  enforcement  in  ensuring  tnat  ef¬ 
fort. 

We  also  urge  the  full  funding  of  the  Safe  Schools  Act  so  that  we 
can  make  sure  that  they  have  security  personnel  as  necessary,  that 
equipment  is  provided  as  necessary,  and  that  programs  that  have 
been  proven  successful  that  deal  with  conflict  resolutions  in  the 
schools,  peaceful  conflict  resolutions,  can  be  supported. 

There  is  so  much  that  can  be  done  to  deal  with  school  violence, 
and  that  is  one  of  our  priorities. 

FEDERALIZATION  OF  STATE  CRIMES 

Senator  Rollings.  Very  good.  Well,  we  appreciate  your  leader¬ 
ship  on  that  score. 

I^t  me  ask,  since  we  are  on  the  crime  bill  and  the  trend  appears 
to  be  the  federalization  of  numerous  crimes  now  prosecuted  at  the 
State  level — I  do  not  know  where  we  are  going  to  end  up  in  that 
regard.  We  had  an  earlier  hearing  with  the  Supreme  Court  and 
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they  were  concerned  about  turning  the  Federal  courts  into  police 
courts.  I  would  like  to  have  your  comments  about  the  feder^ization 
of  State  crimes  and  the  shifting  of  the  State  criminal  enforcement 
to  the  Federal  system.  I  think  that  somewhere,  somehow,  we  have 
got  to  put  a  stop  to  it. 

Unfortunately,  I  know  a  lot  of  politicians — ^that  we  will  not  iden¬ 
tify — who  will  go  down  on  the  floor  and  vote  aye  to  federalize  any 
kind  of  crime  at  all  because  the  little  TV  squib  when  you  are  run¬ 
ning  next  time  is  going  to  say  you  were  against  that  particular 
crime,  whether  it  happens  with  a  knife,  or  a  pistol,  or  this  or  that. 

Do  you  have  any  suggestions  on  that  crime  bill  about  whether 
weVe  gone  too  far  in  overfederalizing? 

Ms.  Reno.  I  have  been  concerned  for  some  time  that  there  is  a 
reaction  to  crime  just  by  overfederalizing  that  does  not  address  the 
underlying  issue.  Violent  crime  in  most  of  its  forms  can  be  handled 
far  better  by  local  law  enforcement,  by  local  courts,  by  local  correc¬ 
tional  ofTici^s,  and  State  offlcials. 

To  that  end,  I  wanted  to  do  a  thorough  appropriate  review  of  the 
matter,  making  sure  that  we  included  dl  concerned  and  that  it  was 
a  nonpartisan  sensible  review.  We  convened  what  we  call  a  three- 
branch  conference  on  March  7  that  had  representatives  of  the  Fed¬ 
eral  judiciary  and  State  supreme  court  chief  justices.  Chief  Justice 
Rehnquist  graced  us  with  his  presence,  and  I  was  so  pleased  that 
he  would  be  there. 

There  were  State  correctional  officials,  Federal  correctional  offi¬ 
cials.  There  were  local  judges  and  Federal  district  judges.  There 
were  two  or  three  representatives  from  the  National  Association  of 
Attorneys  General,  and  there  w'ere  local  prosecutors.  Everybody  at 
the  State  and  Federal  level  was  there.  And  it  was  interesting  to  see 
almost  unanimous  support  for  the  fact  that  it  does  not  help  to  fed¬ 
eralize  these  crimes.  What  we  need  to  do  is  to  share  our  resources 
the  right  way. 

And  to  that  end,  we  formed  four  working  groups,  and  we  hope 
to  focus  on  how  we  can  look  at  how  we  use  FederaJ  and  State  pris¬ 
on  resources,  Federal  and  State  investigative  resources  to  get  the 
job  done  the  right  way. 

To  give  you  an  example,  by  sending  FBI  agents  to  the  field,  by 
focusing  on  violent  crime,  that  does  not  mean  that  the  crime  will 
be  prosecuted  in  Federal  court.  That  means  that  the  FBI,  who  is 
there  in  that  community  and  has  knowledge  about  different  people 
in  the  community,  and  the  DEA,  who  knows  about  the  violent  traf¬ 
fickers,  can  in  many  instances  help  the  local  homicide  unit  solve 
the  crime.  That  case  will  be  prosecuted  in  State  court. 

The  chief  of  police  of  Los  Angeles’  officers  has  told  me  that  it  is 
DEA  information  that  oftentimes  gets  those  homicides  solved.  So, 
it  is  a  partnership,  how  we  use  Federal  resources.  State  resources, 
State  prisons.  Federal  prisons  to  make  sure  that  the  bad  guys  are 
put  away  and  kept  away.  And  I  do  not  think  that  federalizing  just 
by  itself  is  going  to  address  that  problem.  It  is  going  to  be  a  part¬ 
nership  of  everybody  working  together  that  I  think  will  ultimately 
solve  the  problem. 
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MANDATORY  MINIMXm  SENTENCINQ 

Senator  Holdings.  Well,  in  a  sense  it  is  overkill.  On  mandatory 
ininimums  I  would  like  to  hear  your  view  on  the  matter  of  discre¬ 
tion  because  I  think  it  should  be  returned  to  the  Federal  district 
judge. 

During  our  hearing  with  the  judiciary,  Judge  Walker  from  New 
York,  who  is  the  chief  of  the  Federal  Judges  Association,  was  de¬ 
scribing  how,  for  example,  in  a  case  down  in  Mississippi,  a  young 
lady  19  years  of  age  really  fell  in  love  With,  this  guy  wno  was  deal¬ 
ing  in  drugs.  She  knew  he  was  dealing  in  drugs  and  everything 
else,  but  she  had  no  part  of  it.  But  an  undercover  agent  got  her 
to  ^ve  the  telephone  number  of  the  particular  individual  they  were 
trying  to  hit,  and  she  did  give  the  telephone  number. 

The  young  woman  was  then  indicted  as  part  of  the  conspiracy 
with  those  six  or  seven  seriously  involved  in  that  drug  conspiracy 
and  everything  else.  Three  of  them  had  some  information,  so  they 
gave  the  information.  And  on  that  information  the  U.S.  attorney, 
in  fact,  it  was  an  assistant  U.S.  attorney,  comes  in  and  gives  them 
a  reduced  sentence  on  a  plea  bargain.  Two  of  them  got  3  and  4 
years.  But  she  got  the  mandatory  10  years. 

Here  was  a  young  19-year-old  who  had  no  knowledge — nothing  to 
trade.  If  she  had  had  some  knowledge  she  could  have  dealt  too  and 
given  out  some  information.  Here  are  these  assistant  U.S.  attor¬ 
neys  that  are  not  Article  III  judges — they  do  not  have  to  come  up 
before  the  Congress  and  get  into  a  confirmation  hearing,  and  get 
cross-examined  as  the  judicial  nominees  do.  I  just  had  a  judicial  ap¬ 
pointee  before  the  Senate  Judiciary  Committee,  and  there  was  ex¬ 
tensive  questions  and  cross-examination,  which  is  appropriate. 

But  here  that  little  assistant  U.S.  attorney  gets  selected  and  fills 
out  a  form.  There  is  no  cross-examination  and  no  testing  whatever. 
He  can  vary  and  has  sentence  discretion,  whereas  the  district  judge 
does  not.  And  here  the  district  judge  was  blamed  for  putting  a  19- 
year-old  away  for  10  years  because  that  is  what  the  law  says. 

Can  we  not  get  that  changed  in  that  crime  bill? 

Ms.  Reno.  There  is  a  provision  in  the  Senate  bill  and  now  in  the 
bill  that  has  come  out  or  the  House  Judiciary  Committee  that  pro¬ 
vides  a  focus  on  nonviolent — true  nonviolent — first  offenders  who 
come  under  the  minimum  mandatory  if  they  are  not  essential  fig¬ 
ures  in  a  drug  deal.  It  focuses  on  that  type  of  case  and  provides 
a  safety  valve  that  melds  the  minimum  mandatory  sentence  into 
the  sentencing  sidelines  and  puts  some  limits  on  it,  and  I  think 
that  addresses  the  problem. 

I  think  it  is  important,  however,  that  we  retain  the  minimum 
mandatories  for  truly  dangerous  offenders  in  certain  situations. 
And  I  think  we  can  work  together  to  craft  a  provision  in  the  crime 
bill  that  addresses  everybody’s  concern.  The  American  people  want 
the  bad  guys  put  away.  They  want  the  career  criminals  off  the 
streets.  They  want  to  make  sure  that  they  are  in  prison. 

But  I  think  many  people  feel,  and  I  certainly  do  as  you  do,  that 
we  are  taking  valuable  prison  space  for  somebody  who  does  not 
need  that  prison  time  to  convince  them  that  they  never  ever  want 
to  do  it  again. 

Senator  Holdings.  Let  me  yield  to  Senator  McConnell. 
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Senator  McConnell.  Good  morning. 

Ms.  Reno.  Good  morning,  Senator. 

TORT  REFORM 

Senator  McConnell.  Thank  you,  Mr.  Chairman.  I  wanted  to 
pursue  just  for  a  moment  the  issue  of  tort  reform.  It  seems  some 
cracks  are  finally  appearing  in  the  tort  reform  logjam  we  have  had 
here  in  the  Senate. 

Senator  Kassebaum’s  aviation  liability  bill  passed  the  Senate 
overwhelmingly  I  believe  just  last  week.  And  I  noted  with  some  in¬ 
terest  that  malpractice  reform  is  making  some  headway  in  the 
House,  pulled  along  obviously  by  the  health  care  debate.  And  the 
product  liability  bill  will  in  all  likelihood  come  out  of  the  Senate 
Judiciary  Committee  some  time  soon. 

I  am  curious  as  to  whether  you  are  in  general  a  supporter  of  tort 
reform,  and  whether  or  not  the  Department  has  taken  a  position 
on  the  aviation  liability  or  the  product  liability  bills,  or  just  tort  re¬ 
form  in  general.  I  am  curious  as  to  what  your  views  are  and  what 
the  administration’s  views  are  on  that  subject. 

Ms.  Reno.  When  I  took  office.  Senator,  I  said  it  was  important 
that  we  address  these  issues,  that  we  address  them  in  a  thoughtful 
way,  trying  to  be  concerned  with  three  factors:  One,  the  cost  of  liti¬ 
gation,  which  is  prohibitive  in  some  instances  to  people  who  have 
to  get  involved  or  who  are  unwillingly  involved  in  it;  two,  the 
delays  associated  with  the  litigation;  and  three,  the  fact,  that  a 
large  ^oup  of  American  people  do  not  even  have  access  to  the 
courts  because  they  are  so  costly. 

We  then  established  a  group  in  the  office  that  focused  on  civil 
justice  reform.  I  was  concerned,  however,  because  I  did  not  feel 
that  there  had  been  a  sufficient  focus  on  the  issues  that  you  have 
iust  addressed,  and  I  asked  them  please  to  go  back  to  the  drawing 
board  and  let  us  see  where  we  stood. 

I  have  not  received  a  report  from  them,  and  if  I  may,  Senator, 
what  I  would  like  to  do  is  report  back  to  you,  even  come  visit  you 
and  give  you  where  we  stand  on  that  effort. 

Senator  McConnell.  So  at  the  moment  the  administration  does 
not  have  a  position  on  the  aviation  bill,  or  any  of  these. 

Ms.  Reno.  Not  to  my  knowledge. 

IMPACT  OF  legislation  ON  LITIGATION 

Senator  McConnell.  You  mentioned  providing  more  people  ac¬ 
cess  to  the  courts.  It  is  rather  costly  now.  I  not^d  in  your  testimony 
in  the  subtitle,  under  subtitle  “Litigation  Priorities”  a  significant 
increase  in  your  own  cost.  I  noticed  an  $11  million  increase  you 
would  like  to  have  for  the  Civil  Rights  Division,  50  percent  in¬ 
crease,  plan  to  increase  by  50  percent  the  number  of  technical  as¬ 
sistance  grants  designed  to  enhance  the  understanding  of  and  com¬ 
pliance  with  the  Americans  With  Disabilities  Act,  additional  litiga¬ 
tion  enforcement  duties  under  the  Voting  Rights  Act,  the  Voter 
Registration  Act,  and  so  on.  Obviously,  the  crush  of  litigation,  if 
you  will,  is  having  an  impact  on  your  budget  as  well. 

We  frequently  around  here  pass  bills — we  do  it  all  the  time — 
with  not  a  moment’s  thought  to  what  may  end  up  in  court,  and  I 
have  been  thinking  of  and  will  be  soon  introducing  legislation 
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amending  the  Senate  rules  to  require  that  we  have  reports  on  the 
litigation  impact,  so  that  Senators  could  have  a  sense  before  they 
vote  on  a  bill  of  what  is  likely  to  be  the  impact  on  the  country  of 
our  actions. 

I  am  curious,  just  in  concept,  whether  or  not  you  think  that 
might  be  useful  for  us  to  have  some  awareness  as  we  pass  legisla¬ 
tion  of  what  kind  of  litigation  impact  that  is  going  to  have  on  the 
country. 

Ms  Reno.  It  has  troubled  me — I  once  worked  for  the  Florida 
House  of  Representatives,  and  it  troubled  me  then  that  we  some¬ 
times  passed  laws  without  considering  the  fiscal  implications  either 
in  terms  of  legal  impact  or  otherwise.  It  is  very  important  as  we 
review  legislation  that  we  consider  its  long-range  and  short-term 
impact,  and  though  I  have  not  seen  your  proposal,  I  generally  favor 
such  review. 

I  think  it  is  important  that  we  focus,  though,  in  terms  of  what 
we  can  do  to  make  courts  truly  accessible  to  everybody,  and  by 
truly  accessible,  I  am  talking  about  the  businessman  who  finds  it 
too  costly  to  get  his  clearly  disputable  issue  resolved.  So  what  I 
want  to  do  is  try  to  work  with  all  concerned — the  business  commu¬ 
nity,  the  legal  community — to  address  common  sense  proposals 
that  can  make  the  whole  system  of  litigation  far  more  reasonable 
in  terms  of  cost  and  currency. 

ALTERNATIVE  DISPUTE  RESOLUTION 

Senator  McConnell.  I  assume  your  working  group,  if  that  is  the 
proper  term,  is  looking  at  ADR  as  well  as  other  suggestions  to  re¬ 
solve  disputes. 

Ms.  Reno.  That  was  one  of  our  major  points.  When  I  went  to  law 
school,  they  did  not  teach  courses  in  negotiation.  I  have  been  so  im¬ 
pressed  with  some  of  the  programs  I  have  seen  in  continuing  legal 
education  that  teach  real  negotiation  skills. 

I  have  asked  as  a  part  of  this  whole  civil  justice  reform  effort 
that  we  investigate  what  training  should  be  provided  for  all  De¬ 
partment  of  Justice  lawyers  in  terms  of  negotiation  and  the  use  of 
alternative  dispute  resolution,  and  that  as  part  of  this  working  ini¬ 
tiative  that  we  look  at  what  protocols  should  be  established  to  ad¬ 
dress  just  that  issue. 

Yesterday,  I  met  with  most  of  the  attorneys  general  from  the 
States.  We  talked  about  what  could  be  done  in  terms  of  ADR  nego¬ 
tiation  protocols  to  resolve  issues  between  the  State  and  the  Fed¬ 
eral  Government  before  we  reach  the  courtroom,  before  they  reach 
the  filing  level. 

I  looked  from  a  distance  at  the  Federal  Government  and  watched 
it  announce  this  standard  and  that  standard  and  say  that  prisons 
had  to  meet  certain  requirements,  and  too  often  people  did  not 
know  what  to  expect.  They  did  not  understand  the  regulations.  You 
cite  the  efforts  we  want  to  undertake  with  respect  to  the  Americans 
With  Disabilities  Act.  As  much  as  we  can  educate  people  and  work 
with  people  to  let  them  know  what  is  expected,  I  think  we  can 
avoid  litigation,  but  I  want  to  do  everything  I  can  to  avoid  litiga¬ 
tion  when  we  can  resolve  disputes  much  more  peacefully  and  at 
much  lower  cost  in  other  arenas. 
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Senator  McConnell.  So  it  is  reasonable  for  me  to  assume  that 
at  some  mint  the  Department  and  the  administration  will  have  an 
expressed  view  on  some  of  these  tort  reform  bills  that  are  moving 
in  the  Senate,  such  as  the  aviation  liability  bill,  the  medical  mal¬ 
practice  provision  that  seems  to  be  moving  in  the  House,  e  "*;me 
point? 

Ms.  Reno.  I  will  report  back  to  you,  Senator,  and  I  will  check 
and  give  you  a  status  report,  probably  tomorrow. 

[The  information  follows:] 

Civil  Justice  Reform  Status 

The  Department’s  comment  on  the  status  of  the  Civil  Justice  Reform  review  will 
be  provided  to  the  Subcommittee  as  soon  as  the  Department’s  response  is  finalized. 
The  response  to  the  inquiry  is  now  being  reviewed  by  the  appropriate  officials  with¬ 
in  the  Department. 

RF?ORT  ON  YAKIMA  VALLEY  LAW  ENFORCEMENT 

Senator  McConnell.  Thank  you.  One  other  area— oh,  before  I 
forget,  Senator  Gorton  could  not  be  here  this  morning,  and  there 
is  no  reason  you  would  remember  this  off  the  top  of  your  head,  but 
last  year  in  our  bill  in  the  Commerce,  State,  Justice  appropriation 
bill.  Senator  Gorton  added  language  asking  you  for  a  report  by  the 
end  of  March  1994  on  the  Federm  law  enforcement  needs  of  the 
Yakima  Valley.  Senator  Gorton  has  completed  his  report  and  rec¬ 
ommendations,  and  I  believe  that  has  been  sent  to  you.  He  just 
wanted  me  to  remind  you  of  that  date  coming  up  at  the  end  of 
March. 

Ms.  Reno.  Thank  you.  I  will  check  on  that,  too. 

[The  information  follows:] 

Letter  From  Sheila  F.  Anthony 


May  26, 1994. 

Honorable  Mitch  McConnell, 

Subcommittee  on  the  Departments  of  Commerce,  Justice,  StaU,  and  the  Judiciary, 
Committee  on  Appropriations,  United  States  Senate,  Washington,  D.C.  20510. 

Dear  Senator  McConnell:  By  this  letter,  we  are  providing  to  you  materials  that 
were  prepared  in  response  to  a  request  by  your  Subcommittee  for  a  report  from  this 
Department  on  violent  crime  in  the  Yakima  Valley  area  of  Washin^n  State.  Please 
pa^on  our  delay  in  responding  to  this  rrauest.  Since  the  Committee  print  of  the 
19^  Justice  Apartment  appropriations  bill  did  not  include  the  language  calling  for 
this  report,  the  request  wSs  inadvertently  overlooked. 

Senator  Slade  uorton  has  expressed  to  the  Department  his  concern  about  crime 
throughout  the  state  of  Washin^n.  As  a  result,  we  asked  United  States  Attorneys 
Katrina  C.  Pllaumer  of  the  Western  District  of  Washington  and  James  P.  Connelly 
of  the  Eastern  District  of  Washington  to  assess  the  violent  crime  problems  and  law 
enforcement  needs  in  their  districts.  The  materials  they  provided  to  us  comprise  the 
attached  report. 

In  the  meantime,  we  are  working  closely  with  all  U.S,  Attorneys  as  they  imple¬ 
ment  the  Avlministration’s  Anti-Violent  Crime  Initiative,  which  Vice  President  (Sore 
and  the  Attorney  General  announced  on  March  1,  1994.  The  initiative  is  designed 
to  coordinate  the  efforts  of  federal,  state,  and  lo^  prosecutors  and  investigative 
agencies  around  the  country  in  addressing  violent  crime.  Your  continued  support  for 
such  partnerships  will  undoubtedly  enhance  their  ability  to  achieve  meaningful  re¬ 
sults. 

1  hope  this  inhumation  is  helpful.  If  we  can  be  of  further  assistance  with  regard 
to  this  or  ary  otHlphiatter,  please  do  not  hesitate  to  contact  this  office. 

Sincerely, 

Sheila  P,  Anthony, 
Assistant  Attorney  General. 
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Overview  of  Violent  Crime,  Western  District  of  Washington 

DISTRICT  description 

The  Western  District  of  Washington  consists  of  the  19  western  counties  where  3.8 
million  of  the  total  4.8  million  Washin^n  State  population  lives.  The  District’s 
boundaries  are  formed  on  the  South  by  Uie  Columbia  River  which  divides  Washing¬ 
ton  and  Oregon,  on  the  West  by  about  157  miles  of  sparsely  populated  Pacific  coast¬ 
line.  on  the  North  by  the  inland  watei's  of  Puget  Sound  and  the  British  Columbia 
bonder  (for  a  total  of  3,026  miles  of  tidal  shoreline),  and  on  the  East  by  the  Cascade 
Mountains.  Each  county  has  a  sheriffs  department  responsible  for  general  law  en¬ 
forcement  in  unincorporated  areas  and  some  cities  by  contract,  a  county  prosecuting 
attorney’s  office,  ana  a  number  of  local  police  departments  (approximately  180  in 
total  for  the  District).  A  Statewide  police  agency,  the  Washington  State  Patrol,  has 
primary  jurisdiction  for  traffic  enforcement  on  intrastate  freeways  and  highways.  It 
also  operates  the  Ciiminal  Justice  Training  Commission  and  crime  laboratories 
which  serve  local,  Stute,  and  federal  law  emorcement  agencies.  Special  police  de¬ 
partments  serve  the  various  military  installations,  tribal  reservations,  national 
parks  and  msgor  universities. 

Law  enforcement  agencies  in  the  district  without  exception  are  highly  profes¬ 
sional,  competent,  well-trained  and  cooperative.  As  in  every  area  of  the  country,  the 
overwhelming  problem  is  the  lack  of  sufficient  resources.  More  officers,  more  pros¬ 
ecutors,  more  equipment,  more  custodial  facilities,  more  judicial  facilities  are  need¬ 
ed:  law  enforcement  in  this  district  is  hindered  not  by  a  failure  to  communicate  or 
ineffective  training,  but  by  the  limited  resources  available  to  fight  increasingly  more 
complex,  violent  and  pervasive  criminal  activity. 

interagency  cooperation 

The  level  of  cooperation  among  federal.  State  and  local  law  enforcement  agencies 
is  outstanding  throughout  Western  Washington.  There  are  at  least  13  multi-agency 
drug  task  forces  operating  in  areas  that  encompass  all  major  metropolitan  areas  as 
well  as  outlying  counties.  An  active  Fugitive  Task  Force  has  been  responsible  for 
apprehending  a  number  of  State  and  f^eral  fumtives.  Organizations  such  as  the 
Law  Enforcement  Coordinating  Committee,  the  Washington  Association  of  Sheriffs 
and  Police  Chiefs,  the  Law  Enforcement  Executive  Forum,  the  Peace  Arch  Law  En¬ 
forcement  Council,  the  (Dregon-Washin^n  Law  Association,  and  the  Washington 
Association  of  F^secuting  Attorneys  maintain  a  high  level  of  communication  among 
its  mem^r  agencies.  While  there  have  beeji  a  few  incidents  of  communication 
breakdown  between  federal  and  local  agencies  over  the  years,  these  have  been  case- 
specific  and  not  indicative  of  an  intentional  attempt  on  the  part  of  fed  ^ral  agencies 
to  withhold  information  from  local  agencies.  Every  federal  agency  is  committed  to 
maintaining  open  lines  of  communication  and  has  made  it  a  priority  to  share  infor¬ 
mation  with  local  agencies  whenever  possible.  At  the  international  level,  federal  and 

firovincial  agencies  from  British  Columbia,  Canada,  provide  excellent  support  for 
aw  enforcement  agencies  in  Western  Washington,  particularly  on  cases  involving 
drug  importation  and  other  border  issues. 

SURVEYS,  PLANS  OF  ACTION,  AND  DATA  COLLECTION 

Many  organizations  are  working  to  develop  comprehensive  plans  of  action  in  re¬ 
sponse  to  specific  areas  of  criminal  activity  or  to  specific  geographic  boundaries. 

The  1993  Annual  Crime  Report  of  the  washinj^n  Association  of  Sheriffs  and  Po¬ 
lice  Chiefs  will  be  issued  not  later  than  June  1994.  The  report  is  used  as  a  repurcc 
for  legislative  action  and  funding  proposals  for  local  law  enforcement  agencies,  as 
well  as  for  developing  staffing,  training  and  enforcement  priorities. 

The  Violent  Crime  Working  Group  (VCWG),  comprised  of  federal,  State  and  local 
law  enforcement  agency  representatives,  was  formed  by  the  U.S.  Attorney  in  March 
1994  to  develop  a  comprehensive  survey  of  violent  crime  in  Western  Washington, 
Once  the  VCWG  completes  the  survey,  which  is  due  April  18,  they  will  develop  and 
implement  a  plan  of  action. 

The  Regional  Law,  Safety  and  Justice  Committee  of  King  County  is  responsible 
for  developing  a  local  law  and  justice  plan.  State  law  requires  the  plan  to:  (a)  seek 
means  to  maximize  local  resources  including  personnel  and  facilities;  (b)  reduce  du¬ 
plication  of  services;  (c)  share  resources  between  local  and  State  governments  in 
order  to  accomplish  local  efficiencies  without  diminishing  effectiveness;  and  (d)  man¬ 
age  the  jail  population.  .  i  ^  . 

Computerize  data  renew  systems  have  been  created  to  assist  with  violent  crime 
enforcement.  The  Washington  State  Homicide  Investigation  and  Tracking  System 
(HITS)  is  a  computerized  investigation  program  available  to  all  law  enforcement 
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agencies  in  the  district.  HITS  compiles  all  that  is  known  in  its  participating  jurisdic¬ 
tions  about  serious  crimes — rape,  murder  and  gang-related  crime — ^into  integrated 
data  bases  that  are  rapidly  expanding  beyond  Washington  State  to  include  Csdifor- 
nia,  Oregon  and  Canada.  The  results  are  offender  profiles  and  the  ability  to  search 
a  large  database  for  related  information. 

DISTRICT-WIDE  PHILOSOPHY  OF  VIOLENT  CRIME  ENFORCEMENT 

It  is  acknowledged  and  understood  throughout  the  law  enforcement  community  in 
Western  Washin^n  that  the  primary  responsibility  for  responding  to  violent  crime 
rests  with  local  ^encies,  and  the  most  effective  use  of  federal  resources  is  to  sup¬ 
port  local  law  enforcement  agencies  in  their  efforts  rather  than  impose  federal  pro¬ 
grams  or  priorities  which  may  not  be  applicable.  Local  and  federal  agencies  ex¬ 
pressed  concern  with  the  trend  to  “federalize”  crimes  which  historically  fall  within 
the  jurisdiction  of  local  law  enforcement  agencies.  This  is  especially  problematic 
when  there  is  no  consequent  increase  in  funding  for  additional  federal  agents  and 
prosecutors.  When  newly  federalized  crime  statutes  are  trumpeted  as  comprehensive 
solutions,  local  agencies  and  governments  frequently  jump  to  the  unrealistic  conclu¬ 
sion  that  a  great  number  of  Uieir  cases  will  be  handled  tederallv  and  will  alle'date 
their  overwhelming  manpower  and  budget  constraints.  Yet  local  officers  and  pros¬ 
ecutors  outnumber  their  federal  counterparts  ten  to  one,  and  with  so  many  areas 
of  the  law  under  sole  federal  jurisdiction,  there  are  few  federal  agent  and  prosecutor 
hours  to  spare  for  responding  to  traditionally  local  street  violence.  Federal  agents 
and  prosecutors  have  the  resources  and  experience  to  handle  extremely  complex 
white  collar  crime  and  other  fraud  cases,  areas  where  local  agencies  cannot  expend 
the  resources  necessary  to  successfully  combat  these  crimes.  At  a  law  enforcement 
meeting  with  the  U.S.  Attorney  on  March  8,  1^4,  Pierce  Countv  Prosecutor  John 
Ladenburg  spoke  for  many  when  he  said,  “We  need  to  use  federal  [law  enforcement 
agency]  resources  such  as  wiretaps  and  other  investigative  technioues  to  catch  the 
smart  criminals  and  not  overemphasize  violent  crime  when  the  locals  should  remain 
primarily  responsible.” 


VIOLENT  CRIME  TRENDS 


General  Overview 

In  Washington  State,  the  incidence  of  violent  crime  has  increased  approximately 
two  percent  each  year  for  the  last  five  years.  There  were  more  than  93,000  incidents 
of  violent  crime  in  1992.  There  were  increases  in  the  number  of  aggravated  assaults 
(69  percent  of  cases),  robberies  (26  percent),  rapes  (13  percent),  ana  murders  (1  per¬ 
cent).  These  percentages  have  been  consistent  for  the  last  four  years.  More  than  80 
percent  of  violent  crime  occurs  along  the  Interstate-5  corridor  between  Everett  to 
the  North  and  Olympia  to  the  South,  This  encompasses  the  greater  Puget  Sound 
area,  which  includes  the  three  largest  cities  in  Western  Washington  (Seattle,  Ta¬ 
coma  and  Bellevue). 

While  the  perception  of  the  community  and  the  media  is  that  violent  crime  has 
increased  precipitously,  statistical  data  reflects  a  steady,  chronic  increase  directly 
related  to  population  increases.  The  exception  to  this  finding  is  the  sharp  increase 
in  youth  gang-related  violence. 

Youth  Gang-Related  Violence 

What  was  once  a  problem  associated  only  with  Seattle  and  Tacoma  is  now  more 
widespread  as  increasing  numbers  of  youth  are  participating  in  gangs  and  the  gang 
culture  is  popularized  in  the  media.  There  were  as  many  youth  gang-related  homi¬ 
cides  in  lSf92  (17)  as  in  the  previous  five  years  combinea.  Based  on  anecdotal  infor¬ 
mation  and  a  review  of  media  reports,  it  is  expected  that  figures  for  1993  and  early 
1994  will  show  a  continuing  rise  in  gang-related  homicides.  Gang  activity  is  seen 
in  areas  outside  the  Greater  Puget  Sound  area,  including  Grays  Harbor  CounW, 
Kitsap  County,  Clark  County,  and  Whatcom  County.  In  King  County  alone,  83 
gangs  have  been  identified,  and  it  is  believed  that  the  members  of  12  of  these  gangs 
are  responsible  for  more  than  50  percent  of  youth  ganc-related  violence.  The  num¬ 
ber  of  gang-related  incidents  in  King  County  nearly  aoubled  from  fourth  quarter 
1992  to  fourth  quarter  1993.  The  number  of  gang-related  drive-by  shootings  in¬ 
creased  by  50  percent  in  the  same  period.  Gangs  are  increasingly  multi-ethnic,  and 
while  the  majority  originate  in  this  area,  there  is  still  an  influx  of  gang  members 
from  Califorma. 

Most  law  enforcement  agencies  are  responding  to  increases  in  gang-related  vio¬ 
lence  by  developing  gang  units  comprised  of  gang  intervention  specialists,  commu¬ 
nity  police  team  officers,  and  other  officers  trained  in  working  with  gang  members. 
Inmrmation  sharing  is  a  critical  part  of  the  response  to  gang-related  violence  in  this 
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district,  and  information  about  California-based  gang  activity  is  utilized  to  forecast 
youth  gang  violence.  Other  multi-agency  programs  are  designed  to  identify  youth  at 
risk  for  participation  in  gangs  and  drugs.  Comprehensive  prop-ams  to  combat  youth 
gang  violence  focus  on  prevention,  intervention  and  suppression,  and  are  developed 
in  cooperation  with  community  groups,  schools  and  social  service  agencies. 

Federal  laws  which  severely  restrict  prosecution  and  incarceration  of  juveniles 
make  it  difBcult  for  federal  agencies  to  provide  significant  enforcement  assistant 
to  local  agencies  as  they  battle  youth  gang  violence;  however,  millions  of  dollars  in 
Department  of  Justice  Office  of  Juvenile  Justice  and  Delinquency  Prevention  grant 
funds  are  awarded  to  Washington  State  agencies  each  year  for  programs  which  nave 
direct  impact  on  juvenile  victims  and  offenders.  On  April  25  and  26,  1994,  Justice 
Department  grants  will  fund  a  two-day,  Statewide  training  program  for  as  many  as 
1,500  service  providers,  law  enforcement  officers,  judges,  medical  professionals  and 
victim  advocates  on  the  subject  of  children’s  justice. 

Asian  Organized  Crime 

Seattle  Police  Chief  Norm  Stamper  reports  that  Asian  organized  crime  is  increas¬ 
ing  in  Seattle  and  in  every  other  major  metropolitan  area  along  the  West  Coast.  The 
nature  and  incidence  of  Asian  organized  crime  is  expected  to  increase  in  the  next 
few  years  as  gangs  from  Hong  Kong  relocate  their  operations  to  the  United  States. 

The  local  law  enforcement  community  identified  this  area  as  a  concern  more  than 
ten  years  ago  and  were  instrumental  in  establishing  a  network  of  international  law 
enforcement  agency  contacts.  At  the  federal  level,  this  District  is  working  with  other 
West  Coast  districts  to  coordinate  the  federal  response  in  this  area,  and  federal 
agencies  are  co-sponsoring  the  16th  Annual  Asian  Organized  Crime  Conference  to 
be  held  in  San  Francisco,  California  on  May  8-13,  1994. 

Crime  on  Tribal  Land 

A  special  problem  in  Western  Washington  concerns  crimes  which  occur  on  the  22 
tribal  reservations  within  the  District.  As  a  result  of  the  passage  of  Public  Law  280 
in  1953,  and  the  way  the  State  of  Washington  implemented  the  power  to  assume 
jurisdiction,  the  jurisdiction  in  Indian  Country  is  inconsistent  and  confusing.  Tribal 
courts  have  criminal  jurisdiction  over  tribal  members  (or  anyone  who  is  an  ‘Indian”) 
limited  to  misdemeanor  offenses.  The  State  took  criminal  Jurisdiction  over  (1)  the 
operation  of  motor  vehicles  on  public  roads  and  highways;  (2)  juvenile  delinquency; 
(3)  fee  patent  lands  on  reservations;  (4)  all  crimes  committed  by  non-Indians  in  In¬ 
dian  Country;  and  (4)  all  Indian  lands  outside  the  borders  of  established  Indian  res¬ 
ervations.  Then  the  State  allowed  individual  tribes  to  petition  for  full  State  jurisdic¬ 
tion  over  “Indians  when  on  their  tribal  or  allotted  lands  within  an  established  Iri- 
dian  reservation.”  Five  tribes  fall  under  this  rule.  Fourteen  other  tribes  did  not  peti¬ 
tion  for  State  jurisdiction,  so  federal  court  has  jurisdiction  over  “Indians  when  on 
their  tribal  or  allotted  lands  *  *  Four  new  reservations  created  after  1968  are 
under  full  federal  jurisdiction.  One  other  tribe,  the  Stillaguamish,  is  expected  to  be 
recognized  as  a  reservation  and  will  fall  under  federal  jurisdiction. 

Most  of  the  violent  crime  cases  prosecuted  by  the  U.S.  Attorney’s  Office,  particu¬ 
larly  violence  against  children,  are  committed  on  reservation  land.  The  FBI,  respon¬ 
sible  for  federal  investigations  on  tribal  lands,  has  worked  closely  with  tribal  law 
enforcement  agencies  in  the  last  year  to  respond  better  to  requests  for  assistance. 
Unfortunately,  tiiere  are  not  enough  FBI  agents  available  to  respond  quickly  in 
every  case,  and  there  are  few  agencies  and  facilities  near  reservations  to  serve  as 
shelters  for  victims.  The  U.S.  Attorney’s  Office  has  taken  the  lead  to  develop  Multi- 
Disciplinaiy  Teams  to  respond  to  child  victims  of  violent  crime  on  reservations. 

Guns 

Local  agencies  have  identified  an  increase  in  the  firepower  of  guns  seized  from 
criminals  in  the  last  two  years.  The  federal  Triggerlock  program  was  widely  utilized 
to  handle  violent  offenders  at  the  federal  level.  The  working  relationship  between 
the  Bureau  of  Alcohol,  Tobacco  and  Firearms  (ATF),  other  federal  agencies,  and 
State  and  local  law  enforcement  agencies  has  been  strengthened  and  cases  being 
prosecuted  federally  reflect  this  close  collaboration.  Despite  a  reduction  in  overall 
manpower,  ATF  achieved  a  productivity  rate  per  agent  in  these  types  of  cases  dou¬ 
ble  tne  national  average  ana  is  presently  restructuring  its  coverage  of  the  Western 
District  to  respond  even  more  effectively.  Joint  screening  of  gun  ca^s  by  the  Ta¬ 
coma  Violent  Crimes  Task  Force  results  in  federal  prosecution  of  serious  repeat  of¬ 
fenders  carrying  gims. 

Drugs  and  Violence 

The  13  drug  task  forces  operating  in  Western  Washington  and  funded  by  Byrne 
Memorial  Grants  have  been  successful  in  targeting  large-scale,  violent  drug  defers 


280 


involved  in  cocaine,  heroin  and  marguana  distribution.  Drug  Enforcement  Adminis¬ 
tration  and  Federal  Bureau  of  Investigation  agents  are  regular  participants  in  many 
of  these  task  forces  and  offer  assistance  to  local  agencies  upon  truest.  In  large  met¬ 
ropolitan  areas,  most  cases  are  handled  at  the  local  level  with  federal  prosecution 
reserved  for  multi-defendant,  interstate  drug  operations  involving  largs  amounts  of 
drugs.  DBA  has  committed  investigative  resources  to  the  hipest  levels  of  the  traffic 
with  priority  emphasis  by  drug  to  be  formulated  on  a  localized  basis  at  the  Seattle 
Office.  DEA's  first  priority  is  high-level  trafficking  in  cocaine  which  has  a  tremen¬ 
dous  potential  for  violence  as  weD  as  corruption  of  law  enforcement  officers  and  pub¬ 
lic  officials.  The  Seattle  Division  will  continue  to  place  heavy  emphasis  on  under¬ 
cover  drug  investigations. 

Several  joint  investigations  have  been  initiated  between  DEA,  the  Washington 
State  Patrol,  Seattle  Police  Department,  and  the  King  County  Department  of  Public 
Safety.  These  investigations  involve  prosecutors  at  the  earliest  stages  who  assist  in 
preparation  of  subpoenas,  search  warrants,  court  orders,  and  who  are  available  to 
answer  legal  questions  as  the  investigation  unfolds.  This  technique  also  permits 
early  case  evaluation  by  prosecutr/s  to  determine  whether  the  case  should  be  han¬ 
dled  locally  or  in  federal  court,  in  addition  to  this  task  force,  many  other  county¬ 
wide  or  regional  drug  task  forces  operate  successfully  within  the  District. 

Indoor  marijuana  grow  operations  and  clandestine  methamphetamine  laboratories 
are  a  continuing  problem  in  rural  areas  of  the  District.  With  the  assistance  of  night 
vision  and  other  equipment  provided  by  federal  agencies,  local  officers  have  devel¬ 
oped  efficient  means  of  investigating  these  cases. 

Another  recent  trend  identified  by  local  law  enforcement  agencies  is  an  increased 
experimentation  with  heroin,  LSD  and  other  hallucinogens  by  high  school-age  ado¬ 
lescents,  possibly  in  response  to  the  popularity  of  these  drugs  within  Seattle’s  bur¬ 
geoning  aitemaUve  music  industry. 

Chief  Raymond  F^etland  of  the  Tacoma  Police  Department  says,  “There’s  no  inner- 
city  drug  culture  like  the  ones  seen  in  most  Eastern  cities.  Eighty  percent  of  drug 
users  go  to  work  every  day.”  Of  note  is  information  derived  fi*om  reverse  sting  oper¬ 
ations  recently  conducted  in  the  Weed  and  Seed  area:  the  majority  of  drug  cus¬ 
tomers  arrested  were  from  outside  the  neighborhood  and  were  purchasing  drugs 
during  their  morning  and  evening  commutes. 


Eastern  District  of  Washington 

In  the  Eastern  District  of  Washington,  drug  trafficking  and  the  violence  that  ac¬ 
companies  it,  including  gang  activity,  is  identified  by  law  enforcement  officials  as 
the  most  critical  violent  crime  problem.  Much  concern  is  expressed  over  the  contin¬ 
ually  increasing  number  of  juveniles  involved  in  these  activities  and  the  limitations 
on  the  ability  of  the  federal  government  to  address  that  problem  from  a  law  enforce¬ 
ment  standpoint. 

The  problem  of  illegal  activity  by  Mexican  illegal  aliens,  which  primarily  includes 
cocaine  and  heroin  trafficking  and  the  attendant  violence,  is  more  concentrated  in 
the  Yakima  valley  area,  but  is  present  throughout  the  District.  Even  those  illegal 
aliens  who  are  not  involved  with  large  scale  trafficking  or  violence  are  serving  to 
overload  local  jails  on  relatively  minor  drug  possession  charges.  Some  counties  have 
suggested  that  they  purchase  buses  to  return  illegal  aliens  to  Mexico  rather  than 
incarcerate  them  if  INS  personnel  would  see  to  the  return  of  those  prisoners.  INS 
is  keenly  aware  of  the  problem  but  unable  to  address  it  because  of  the  sheer  num¬ 
bers  of  illegal  aliens  and  lack  of  resources.  Obviously  Border  Patrol  agents,  who  are 
responsible  for  the  international  border  between  the  United  States  and  Canada, 
cannot  effectively  guard  the  continental  borders  of  the  state  and  thus  have  no  con¬ 
trol  over  the  numbers  of  illegal  aliens  entering  the  District. 

INS  officials  report  that  the  jail  population  in  the  Yakima  valley  is  approximately 
50  percent  alien,  approximately  hsuf  of  illegal.  Cocaine  and  black  tar  heroin  are  the 
most  prevalent  drugs  trafficked  by  aliens  who  smuggle  illegal  aliens  into  the  coun¬ 
try  using  them  as  couriers  to  bring  the  dru^  with  them.  Additionally,  the  Eastern 
District  of  Washin^n  is  a  source  area  for  the  production  of  marijuana  which  is  ex¬ 
port^  throughout  North  America.  INS  reports  that  the  alien  crime  situation  in  t^e 
Yakima  valley  is  growing  at  an  alarming  rate.  This  problem  is  compounded  by  in¬ 
creasing  involvement  in  criminal  activity  by  juvenile  aliens.  INS  does  not  have  the 
capability  to  deal  with  these  juveniles  b^use  of  their  status  as  juvei^es  and  con¬ 
sequently  is  not  in  a  position  to  help  local  law  enforcement  to  any  significant  degree 
in  combatting  violent  juvenile  crime.  There  are  presently  seven  iNS  agents  sta¬ 
tioned  in  the  Yakima  valley  area  which,  according  to  INS  estimates,  falls  at  least 
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four  agents  short  of  being  enough  manpower  to  do  a  more  effective  job.  The  Border 
Patrol  has  four  agents  handling  the  Yakima  valley  as  well  as  additional  territory. 

The  Yakima  vsiley  has  not  experienced  a  great  influx  of  crack  cocaine  because 
traditionally  the  crack  cocaine  is  distributed  by  black  gang  members  out  of  Califor> 
nia  and  the  Yakima  valley  has  a  very  small  black  population.  INS  also  points  to 
the  Washington  State  Department  of  Health  and  Social  Services  as  contributing  to 
the  alien  problem  by  offering  assistance  to  those  aliens  whom  the  State  knows  are 
illegally  in  the  country. 

DEA  presence  in  the  Yakima  valley  includes  four  agents,  with  one  scheduled  for 
transfer  in  the  next  30  days.  Due  to  cutbacks  in  the  DEA  budget,  it  is  unknown 
at  this  time  whether  the  agent  who  is  leaving  will  be  replaced.  The  United  States 
Attorneys  Office  also  worlw  with  several  local  and  state  drug  task  forces,  having 
no  DEA  representation,  which  receive  federal  funds.  Without  exception,  all  local  and 
state  agencies  are  very  insistent  that  if  federal  funding  for  these  task  forces  is  cut, 
it  will  have  severe  consequences  on  their  ability  to  effectively  deal  with  drug  traf¬ 
ficking.  Many  drug  and  gun  cases  in  both  Spokane  and  Yakima  are  prosecuted  fed¬ 
erally  even  &ough  no  federal  agents  participated  in  the  investigation  or  their  par¬ 
ticipation  was  minimal.  Our  experience  with  virtually  all  local  and  state  task  forces 
has  been  extremely  good. 

ATP  has  four  agents  handling  the  Yakima  valley  and  other  additional  areas. 

The  FBI  has  three  agents  in  Yakima,  one  in  Richland  and  seven  in  Spokane.  Two 
of  the  Spokane  agents  are  assigned  to  drug  cases. 

The  U.S.  Attorneys  Office  in  Spokane  has  13  Assistant  U.S.  Attorneys.  Yakima 
has  3  AUSA's  at  tWs  time  and  is  in  the  process  of  replacing  one  who  has  just  re¬ 
tired. 

Yakima  has  one  Federal  Judge  and  one  Magistrate  Judge.  Spokane  has  three  Fed¬ 
eral  Judges  and  one  Magistrate  Judge. 

In  the  northern  part  of  the  District,  crack  cocaine  and  gangs,  with  their  attendant 
violence,  are  the  focus  of  the  law  enforcement  community.  Current  law  enforcement 
efforts  are  aimed  at  federal,  state  and  local  cooperation  in  combatting  this  problem. 
A  greater  sharing  of  information  appears  to  be  an  immediate  and  less  expensive 
first  step. 

As  for  the  Southern  part  of  the  District,  the  problem  is  the  same,  but  is  expanding 
rapidly  yiAi  cocaine  trafficking  by  legal  and  illegal  aliens  with  increased  violence 
and  use  of  firearms. 

The  District’s  focus  in  implementing  the  anti-violent  crime  initiative  is  increased 
cooperation  with  local  and  state  law  enforcement  in  a  concerted  effort  to  address  the 
critical  crimes  affecting  the  various  communities  throughout  the  District. 
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AHACHMENT  B.— TRIGGERLOCK  INDICTMENTS  1993 


Spokane  Yakima 


18:844(i)  .... 

18:922  . 

18:922(a)(6) 
18:922(d)(l) 
18:922(g)  ... 
18:922(g)(l) 
18:922(g)(5) 
18:922(g){6) 
18:922{j)  .... 
18:922(n)  ... 

18:924  . 

18:924(c)  .... 
18:924(c)(l) 

18:924(6)  . 

18;924(e)(l) 
18:924(h)  ... 

18:1153 . 

18:2111  . 

18:2113(3)  . 

18:2119  . 

18:3583(6)  ... 
21:841(a)(l) 

21:846  . 

21:853  . 

21:856{a)l)  . 
21:860  . 
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AHACIMENT  B.— TKiGGERLOCK  INDICTMENTS  199S--Continu6d 


Spokane  Yikima 


21:952  .  1  . 

21:963  .  1  . 

26:5841  . .  1 

26:5861  .  1 

26:5861(d)  .  2  17 

26:5861{f)  .  3 

28:5881(1)  .  2 

26:5871  .  1  . 
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t;  CHILD  PORNOGRAPHY 

Senator  McConnell.  One  other  area  I  wanted  to  touch  on,  and 
that  is  the  area  of  child  pornography.  There  was  some  concern  on 
my  part  and  others  that  the  Department  seemed  to  be  in  some¬ 
thing  of  a  retreat  in  the  fight  against  child  pornography. 

The  Solicitor  General’s  reformulation  last  year  of  the  Child  Pro¬ 
tection  Act  was,  in  fact,  the  subject  of  a  vote  here  in  the  Senate, 
and  we  rejected  I  am  told  by  unanimous  vote,  and  a  majority  of  the 
House  also  rejected,  what  was  described  as  a  reformulation  of  the 
Department’s  position. 

I  understand  that  the  White  House  sent  a  letter  over  to  you  actu¬ 
ally  on  November  10  last  year  supporting  the  Senate  resolution. 
Obviously,  there  was  some  disconnect,  I  gather,  there  between  the 
White  House  and  the  Department  maybe  on  the  whole  approach  to 
the  Child  Protection  Act,  and  I  am  wondering  if  that  has  now  been 
worked  out  and  if  there  is  some  consistent  view  or  position  here. 

Ms.  Reno.  I  think  there  is  a  very  consistent  position.  There  has 
been  no  retreat  whatsoever  in  terms  of  our  commitment  to  vigorous 
enforcement  of  the  laws  against  child  pornography.  I  think  there 
has  been  some  disagreement  with  respect  to  how  that  can  best  be 
carried  out,  and  we  are  trying  to  work  with  all  concerned. 

The  specific  case  in  question  is  now  pending,  and  we  are  working 
with  all  concerned  to  make  sure  that  it  is  clear.  Our  commitment 
is  as  vigorous  and  as  strong  as  ever. 

Senator  McConnell.  So  it  is  your  view  you  have  not  retreated 
in  that  area  at  all? 

Ms.  Reno.  Senator,  I  spent  too  many  years  as  a  prosecutor  in 
Dade  County  trying  to  stand  up  to  that  issue,  and  I  will  never,  ever 
retreat  on  the  issue  of  child  pornography. 

television  violence 

Senator  McCONNELL.  Well,  all  of  these  issues  that  bump  up 
against  the  first  amendment,  even  though  the  court  has  held  that 
child  pornography  is  not  protected  speech,  are  tough  issues,  and 
you  have  been  rather  outspoken  about  television  violence,  once 
again  another  issue  that  arguably  bumps  up  against  the  first 
amendment. 

I  am  increasingly,  the  older  I  get,  almost  a  purist  when  it  comes 
to  the  first  amendment.  That  position  kind  of  evolved  in  my  dealing 
with  another  issue  that  is  not  our  subject  here  this  morning,  cam¬ 
paign  finance  reform,  which  also  bumps  up  against  the  first 
amendment. 

In  this  whole  area  of  television  violence.  General  Reno,  what  do 
you  advocate?  What  can  be  done?  Is  it  mainly  a  question  of  preach¬ 
ing  to  the  industry  and  hoping  they  will  voluntarily  cut  back  on  it? 
Where  are  we  on  that  issue,  and  what  do  you  think  ought  to  be 
done? 

Ms.  Reno.  Since  I  sat  in  this  chair  last,  I  have  obviously  had  oc¬ 
casion  to  continue  to  deal  with  the  issue. 

As  I  made  clear  that  day— and  I  do  not  have  the  specific  lan¬ 
guage  before  me  right  now — our  Office  of  Legal  Counsel  had  con¬ 
cluded  that  the  bills  that  were  before  the  committee  that  day  were 
constitutional.  But,  I  made  clear  to  this  committee  that  I  would 


287 


much  prefer  the  television,  the  network  industry,  the  video  indus¬ 
try,  to  take  voluntary  action  themselves,  and  I  think  they  are  mak¬ 
ing  progress  in  that  effort. 

I  am  not  totally  satisfied  with  their  progress,  but  one  of  the  Im¬ 
portant  efforts  that  I  have  had  a  chance  to  review  is  what  hap¬ 
pened  in  Canada,  where  the  Canadian  equivalent  of  the  FCC, 
working  with  the  industry,  has  been  able  through  voluntary  efforts 
to  achieve  a  code.  We  will  continue  to  work  with  the  industry  in 
every  way  possible. 

I  at  the  same  time  pointed  out  that  the  industry  can  be  one  of 
the  great  educators  for  good  in  the  United  States,  and  I  think  they 
are  understanding  that  more  and  more  each  day.  The  very  touch¬ 
ing  public  service  announcements  that  were  aired  the  other  day  are 
an  example  of  what  can  happen  when  the  industry  is  willing  to 
make  a  commitment. 

Senator  McConnell.  May  I  just  interrupt  and  ask  you  a  ques¬ 
tion?  Do  you  find  that  they  are  conceding  the  point,  or  are  they  still 
arguing  the  point?  Do  more  and  more  of  the  people  in  that  industry 
that  you  have  discussed  this  issue  with  concede  the  point  that — or 
concede  the  argument  that  maybe  this  depiction  of  violence  with 
such  great  repetition  does  have  an  impact,  or  are  they  still  sort  of 
disputing  the  premise? 

Ms.  Reno.  Some  more  willingly  than  others,  but  the  basic  argu¬ 
ment — and  I  understand  their  basic  argument — comes  again  to  the 
first  amendment  and  to  the  chilling  effect — they  do  not  want  Janet 
Reno  telling  them  how  to  program,  and  Janet  Reno  does  not  want 
to  tell  them  how  to  pro^am. 

I  do  not  know  anything  about  TV,  but  I  do  know  that  it  can  be 
a  remarkable  medium.  What  I  sense  from  the  industry  in  my  con¬ 
versations  with  them  since  our  hearing  is  that  they,  like  so  many 
people  in  America,  understand  that  we  have  got  to  focus  on  family 
and  children,  and  give  our  children  a  chance  to  grow  up  in  a 
strong,  safe,  positive  way. 

I  think  more  and  more  people  realize  that  television  can  be  one 
of  the  greatest  tools  for  good  we  could  imagine,  and  if  we  can  focus 
all  of  that  wonderful  resource  in  the  right  direction  voluntarily,  we 
are  going  to  be  a  lot  further  down  the  road. 

Senator  McConnell.  Well,  let  me  ask  you  in  conclusion,  then, 
is  that  your  prediction,  that  you  are  going  to  get  rather  widespread 
cooperation  from  that  industry?  Is  that  what  you  think  is  evolving 
here? 

Ms.  Reno.  I  would  not  characterize  it  as  widespread,  but  I  think 
we  have  made  progress,  and  I  think  we  are  going  to  make  far  more 
progress. 

Senator  McConnell.  Thank  you  very  much. 

Senator  Rollings.  Thank  you.  Senator  Bumpers. 

Senator  Bumpers.  Thank  you,  Mr.  Chairman,  and  welcome,  Gen¬ 
eral  Reno,  to  the  committee. 

Just  to  show  you  how  brilliant  Senator  Rollings  is,  my  staff  tells 
me  he  has  asked  almost  every  question  I  intended  to  ask. 

Senator  Rollings.  Thank  you,  Senator.  [Laughter.] 
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SENTENCING  GUIDELINES 

Senator  Bumpers.  There  are  just  three  or  four  items  that  I  would 
like  to  get  more  of  an  opinion  on  than  anything  else: 

^^rtualIy  every  Federal  judge  I  have  talked  to  intensely  dislikes 
the  sentencing  sidelines.  Now,  I  voted  for  those  when  they  were 
brought  before  Congress,  and  at  the  time  I  thought  they  would  go 
a  long  way  toward  dualizing  justice  for  all.  Do  you  get  those  com¬ 
plaints,  and  what  is  your  own  feeling  about  the  sentencing  guide¬ 
lines? 

Now,  we  are  not  talking  about  minimum  sentences,  we  are  talk¬ 
ing  about  the  sentencing  guidelines. 

Ms.  Reno.  I  have  not  received  too  many  complaints  against  the 
sentencing  guidelines  because  frankly,  Senator,  the  conclusion  is 
that  they  are  here  to  stay.  What  I  have  heard  is,  "What  can  we  do 
to  achieve  what  the  Senate  and  House  wanted,  which  was  some  eq¬ 
uity  and  the  elimination  of  unwarranted  disparities,  while  at  the 
same  time  recognizing  that  there  are  in  all  cases  one  or  two  iso¬ 
lated  examples  that  require  special  treatment?”  I  think  that  is 
what  the  Sentencing  Commission,  once  we  get  it  fully  working 
again - 

Senator  Bumpers.  Is  that  Commission  still  extant,  or  is  it  out  of 
business? 

Ms.  Reno.  It  is  still  very  much  in  business.  The  President  has 
appointments  to  be  made  to  it,  and  we  are  trying  to  work  with  all 
concerned  to  do  just  that,  but  the  Commission  has  done  some  really 
fine  work,  Senator.  They  had  what  I  thought  was  an  excellent  con¬ 
ference  and  have  published  a  report  on  drugs  and  violence,  and 
they  are  addressing  the  issue  of  youth  violence. 

They  are  doing,  I  think,  some  really  fine  work,  and  I  think  that 
they  can  be  an  important  player  in  developing  a  sentencing  ap¬ 
proach  that  makes  sense,  that  is  not  just  a  reaction,  but  that  fo¬ 
cuses  on  the  bad  guys  and  gets  them  put  away,  and  focuses  on  al¬ 
ternative  programs  for  those  that  are  coming  back  to  the  commu¬ 
nity. 

Senator  Bumpers.  Well,  it  is  a  very  knotty  problem,  and  you 
know,  judges  are  human  beings  and  capable  of  mistakes.  Some  are 
more  common  sensical  than  others,  ana  our  desire,  of  course,  to  be 
fair  to  the  rich  and  the  poor  and  really  sentence  people  according 
to  the  severity  of  the  crime  or  gravity  of  the  crime,  and  so  on,  is 
a  very  laudable  goal,  and  I  heartily  applaud  that,  but  there  again, 
as  I  say,  the  knotty  problem  comes  in.  There  are  a  lot  of  judges  you 
would  like  to  have  more  flexibility,  and  there  are  some  you  do  not 
want  to  give  any  flexibility  to,  so  it  is  a  very  difficult  question. 

But  I  am  going  to  do  a  little  study  into  that  and  just  see  where 
we  are  on  it,  because  as  I  say,  most  of  the  judges  I  talk  to  disliked 
it  intensely  and  tried  to  get  me  to  vote  against  it,  my  own  judges 
in  Arkansas,  but  I  voted  for  it  because  I  thought  that  certainly  the 
goal  of  it  was  highly  laudable. 

Ms.  Reno.  I  would  encourage  us  not  to  throw  the  baby  out  with 
the  bathwater.  I  think  the  Commission,  once  it  is  fully  staffed 
again  and  everybody  is  working  together  trying  to  come  up  with 
the  right  answer  in  sentencing,  can  achieve  the  best  of  what  Con¬ 
gress  was  trying  to  achieve  with  the  sentencing  guidelines  while  at 
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the  same  time  realizing  that  there  can  be  situations  which 
require - 

Senator  Bumpers.  Have  there  been  any  changes  made  in  that 
since  we  adopted  it — in  the  sentencing  guidelines? 

Ms.  Reno.  I  cannot  give  you  the  entire  history  of  it,  Senator,  but 
since  I  have  taken  office,  no.  But  my  understanding  is  that  there 
have  been  increases  generally  in  the  guidelines  since  it  was  en¬ 
acted,  and  we  will  provide  you  with  a  full  history  of  it. 

Senator  Bumpers.  I  would  like  that  very  much. 

[The  information  follows;] 

History  of  Changes  in  Sentencing  Guidelines 

The  United  States  Sentencing  Commission  has  produced  two  documents,  ""Guide- 
lines  Manual”  and  "Xruidelines  Manual,  Appendix  C”,  which  contain  all  amendments 
through  November  1,  1993.  Both  documents  are  too  cumbersome  for  inclusion  in  the 
transcript,  but  have  been  provided  to  the  Subcommittee. 

Senator  Bumpers.  I  just  want  to  echo  one  thing  that  I  know  Sen¬ 
ator  Hoi  lings  has  already  mentioned,  and  that  is,  you  know,  all  of 
these  people  that  get  awfully  hairy  chested  when  the  crime  bill 
comes  up  around  here,  and  we,  I  think,  have  had — we  had  47  death 
penalty  provisions  in  our  bill,  llie  House  has  66. 

We  are  really  effectively  taking  away  an  awful  lot  of  jurisdictions 
from  the  States  and  absorbing,  if  that  thing — if  either  one  of  those 
bills  become  law  in  their  present  state,  there  is  not  enough  money 
in  this  country  to  hire  aJl  the  Federal  judges  and  build  all  the 
courthouses  that  we  are  going  to  have  to  have  to  take  care  of  all 
the  crimes. 

For  example,  if  using  a  ^rearm  becomes  a  Federal  crime,  you  are 
almost  effectively  taking  the  States  out  of  the  crime  enforcement 
business.  I  know  you  have  already  talked  about  that,  but  I  just 
want  to  echo  my  concerns,  which  I  know  Senator  Rollings  has  al¬ 
ready  talked  about. 


WIRETAPS 

One  final  issue  that  1  am  mildly  concerned  about,  because  all  of 
my  adult  life,  and  particularly  when  I  was  a  lawyer,  practicing  at¬ 
torney,  I  have  always  been  extremely — ^what  shall  I  say,  wary  of 
wiretaps.  During  Watergate  wiretaps,  everybody  was  tapping  ev¬ 
erybody.  I  tried  one  time  here.  General,  to  pass  a  bill  to  make  it 
a  crime  for  somebody  to  tape  a  telephone  conversation.  Did  you 
know  the  law  is  now,  if  I  gave  you  a  call  in  your  office,  I  could  tape 
that  conversation  and  it  would  be  quite  legi,  even  though  you  did 
not  know  1  was  taping  it? 

I  must  say,  I  have  always  considered  that  an  absolute  travesty 
that  the  law  is  that  way,  but  the  law  enforcement  people  say  that 
you  are  taking  away  a  tremendous  prerogative  of  theirs  if  you  do 
that. 

But  now  we  have  wiretap  coming  up  again,  and  I  saw  where  the 
Director  of  the  FBt  said  the  other  day  that  he  thought  present 
plans  were — and  I  am  not  sure  what  the  status  of  this  is.  Appar¬ 
ently  it  is  not  in  the  telecommunications  bill,  Senator,  and  it  is  not 
in  the  crime  bill. 
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Sc  aator  Rollings.  It  was  asked  to  be  put  in  by  Judge  Freeh  into 
the  crime  bill^  and  I  think  it  will  be  on  the  House  side,  so  we  are 
both  looking  for  it. 

Senator  Bumpers.  I  wish  we  had  had  a  chance  to  debate  that. 
If  the  House  is  going  to  put  it  in  and  go  to  conference  we  will  never 
get  a  chance  to  really  examine  that  as  closely  as  I  would  like  to. 

Now,  I  have  no  quarrel  whatsoever  with  legitimate  wiretaps,  and 
under  court  order,  but  I  tell  you,  most  of  the  time  you  give  people 
sort  of  an  unlimited  use  of  wiretaps  and  you  usually  regret  it.  As 
I  say,  I  just  think  it  is  a  travesty  in  this  country  that  people  can 
tape  a  conversation  with  anybody  they  want  to  and  not  tell  the 
other  party. 

So  I  just  want  you  to  know  that — I  understand  the  new  tech¬ 
nology  is  difficult  for  the  FBI.  It  is  difficult  for  all  law  enforcement 
officers,  and  as  I  understand  it,  what  they  want  is  for  the  tech¬ 
nology  to  be  such  that  they  can  tap  lines,  that  none  of  these  lines 
are  going  to  be  tap-proof.  Am  I  correct  in  that? 

Ms.  Reno.  That  is  a  very  good  summary  of  it,  but  right  now  a 
telephone  is  not  tap-proof. 

Senator  Bumpers.  A  telephone  is  not? 

Ms.  Reno.  You  can  tap  it.  That  does  not  mean  that  we  should 
not  tap  it  if  we  follow  clearly  prescribed  steps. 

I  come  from  a  State  where  it  is  unlawful  to  record  a  conversa¬ 
tion.  You  have  to  ask. 

Senator  Bumpers.  Well,  bully  for  Florida. 

Ms.  Reno.  I  come  from  a  State  where  I  have  approved  wiretap 
applications  for  the  last  15  years  after  having  the  same — the  very 
same — reservations  as  you,  as  I  was  growing  up,  about  wiretaps. 

I  follow  those  procedures.  In  one  instance  I  had  it  reversed  very 
early  on  in  my  administration  as  State  attorney.  I  was  upset  about 
it,  because  this  has  been  something  that  has  been  of  such  concern 
to  me,  and  I  want  to  make  sure  it  is  done  right. 

What  has  happened  is  that  the  technology  is  changing,  and  what 
we  want  to  do  is  not  change  the  law,  not  change  the  protection,  not 
change  the  privacy  interest,  but  design  the  law  so  that  it  meets  the 
new  technology  without  sacrificing  the  safeguards.  Director  Freeh 
and  I  would  be  happy  to  visit  with  you  and  talk  with  you,  because 
this  is  of  real  concern. 

I  think  one  of  the  most  challenging  issues  that  we  will  face  in 
law  enforcement  as  we  move  into  the  next  century  is  the  tremen¬ 
dous  change  in  technology.  I  mean,  we  are  going  to  look  back  on 
law  enforcement  as  I  knew  it  and  think,  wow,  we  handled  all  those 
things  just  with  a  gun  and  not  too  much  more?  You  are  going  to 
see  technology  that  will  constantly  be  a  challenge  to  us  so  that  we 
do  not  let  the  bad  guys  outwit  us. 

Senator  Bumpers.  Well,  General,  I  take  it  from  that  impassioned 
statement  that  you  share  my  concerns,  I  am  not  trying  to  stop  law 
enforcement  officers  from  the  legitimate  use  of  wiretaps,  especially 
in  drug  cases.  But,  as  I  say,  I  always  have  tMs  apprehension  that 
things  are  going  to  get  out  of  hand  if  we  do  not  keep  an  eye  on 
them.  And  I  suspect  you  are  going  to. 

Ms.  Reno.  I  am  going  to  keep  a  sharp  eye  on  them,  but  I  think 
it  is  terribly  important.  And  I  think  in  the  proposals  that  are  being 
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made  now,  we  do  just  that.  We  meet  the  new  technology  without 
sacrificing  any  constitutional  protections. 

Senator  Bumpers.  Thank  you  very  much,  General. 

Thank  you,  Mr.  Chairman. 

Senator  Hollings.  Thank  you  very  much,  Senator. 

Senator  Lautenberg,  if  you  would  just  yield  for  a  minute,  because 
the  subject  matter  is  not  really  relative  to  the  actual  budget  re- 
auest,  but  they  are  of  powerful  interest  to  the  committee.  And  I  un¬ 
derstand  when  we  have  the  Attorney  General  here  we  all  want  to 
get  into  these  different  subjects. 

on  the  wiretap.  General  Reno,  you  have  described  it  prop¬ 
erly,  it  is  an  advance  in  technology  that  came  ^  actually  3  years 
ago.  You  can  imagine  if  you  were  a  lawyer  for  AT&T  or  Bell  South, 
you'd  say  wait  a  minute,  before  you  start  doing  that,  we  do  not 
want  to  be  sued  on  a  privacy  thing  and  everything  else.  So,  we  all 
went  back  to  the  drawing  boards  and  everything  else. 

And  I  think  the  arrangement  working  now  is  super  careful  with 
respect  to  the  privacy  rights.  And  all  of  these  judges  have  to  review 
the  application  and  what  have  you.  They  are  not  just  willy-nilly  or 
indiscriminately  doing  it.  They  are  very,  very  careful  before  they 
actually  go  into  this.  And  the  cost  of  it  and  everything  else  is  a  sig¬ 
nificant  amount.  But  I  think  we  can  talk  about  it  and  work  that 
out. 


TV  VIOLENCE 

With  respect  to  the  matter  of  TV  violence.  General,  at  the  time 
of  your  testimony  — 40-some  years  earlier  Kefauver  had  hearings  on 
it,  and  then  John  Pastore  had  hearings  on  it — and  I  have  just 
sought  the  name  because  I  wondered  what  had  happened  to  Van 
Gordon  Sauter,  a  distinguished  vice  president  of  CBS.  It  so  hap¬ 
pens  that  Kathleen  Brown,  who  is  out  in  California  running  for 
Governor  is  married  to  this  gentleman.  This  gentleman  appeared 
in  this  room  as  the  vice  president  of  CBS,  and  assured  us,  back  in 
1977 — 17  years  ago. 

We  had  boxes  around  here  and  we  had  all  kinds  of  things.  The 
authors  of  the  particular  scripts  told  us  how  they  took  the  four-let¬ 
ter  words  out  of  the  script,  how  they  took  this  violent  scene  out, 
how  they  were  voluntarily,  17  years  ago,  doing  this.  And  then,  of 
course,  their  own  document,  “TV  Guide'^came  out  and  said  violence 
in  TV  was  on  a  tremendous  increase  just  last  year. 

So,  we  have  tried  and  tried  and  tried,  year  in  and  year  out,  and 
that  old  money  takes  over.  Rather  than  acceding  the  point,  they 
are  still  arguing  the  point.  And  we  hope  to  follow  up  with  another 
hearing  perhaps,  and  a  markup  on  that  bill  to  protect,  as  you  are 
interested  in  and  I  am  interested  in,  the  children,  who  we  constitu¬ 
tionally  can  protect. 


TORT  REFORM 

The  third  subject  that  came  up  was  the  matter  of  tort  reform.  We 
have  not  had  a  full  discussion  at  all  relative  to  malpractice  in  the 
medical  or  health  care  bill — and  there  will  be.  But  I  do  not  want, 
just  unguided,  to  get  into  product  liability,  which  we  have  withheld 
now  for  14  years.  We  know  from  hard  experience  up  until  maybe 
the  breast  implant  settlement  here  with  Dow,  they  say  in  the  news 
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about  $4  billion,  but  until  that  one,  we  had  a  verdict  on  contract 
fraud  by  Penzoil  and  Texaco  down  in  Texas  of  $12  b!Uion,  which 
exceeded  all  product  liability  verdicts  that  we  have  ever  had. 

In  essence,  product  liability  is  working.  I  have  talked  to  Repub* 
lican  judge  friends  of  mine,  the  Democratic  judges  and  everything 
else.  It  is  working  at  the  State  level.  I  do  not  know  where  they  ever 
got  the  idea  that  the  Congress  of  the  United  States  would  be  more 
conservative  or  careful  than  the  legislatures  back  in  Florida  or 
back  in  South  Carolina.  And  I  am  telling  you  right  now,  they  are 
opening  up  a  Pandora's  box  if  they  want  to  federalize  it.  But  there 
again  we  are  back  to  the  original  point  about  the  federalization  of 
crimes.  Now,  we  are  going  to  federalize  the  civil  side. 

And  the  States  have  got  every  right  to  reform.  Your  State  of 
Florida  put  in  product  liability  reform  and  the  insurance  rates 
went  up,  not  down.  And  we  can  go  into  those  particular  hearings. 
We  have  had  14  years  of  hearings  before  the  Commerce  Committee. 
So,  I  just  want  you  to  have  that  background  whe;;  there  is  a  com¬ 
ment. 

We  have  been  into  this  for  a  long  time,  whether  it  is  TV  violence, 
product  liability  reform,  and,  more  particularly,  with  respect  to  the 
rights  of  privacy  on  wiretap. 

Senator  Lautenberg. 

USE  OF  LAW  ENFORCEMENT  RADIO  FREQUENCY 

Senator  Bumpers.  Senator  Lautenberg,  excuse  me.  Would  you 
allow  me  to  ask  one  question? 

I  just  wanted  to  ask  General  Reno  one  additional  question.  Are 
you  familiar  with  the  FCC  regulation  that  gives  law  enforcement 
and  safety  about  6  years  to  vacate  this  channel?  I  do  not  know 
what  band  it  is,  but  Senator  Rollings  and  I  worked  diligently  a 
couple  of  years  ago — when  was  that,  Fritz,  2  or  3  years  ago,  to  try 
to  protect  law  enforcement  and  safety? 

Senator  Rollings.  Yes. 

Senator  Bumpers.  And  now  they  have,  by  rule,  said  that  these 
people  just  have  5  years  to  get  off.  That  is  the  way  I  understand 
it.  And  the  people  in  my  State,  the  State  police  department  tells 
me  they  spent  about  $30  million  to  $35  million  building  a  system 
that  they  thought  was  going  to  be  good  for  a  very  long  time.  And 
it  is  my  understanding  that  if  they  get  kicked  off,  it  is  going  to  cost 
them  a  fortune  to  redo  their  system. 

Are  you  familiar  with  all  of  this.  General? 

Ms.  Reno.  No;  I  am  not.  Would  you  like  me  to  look  into  that? 

Senator  Bumpers.  I  am  not  sure  you  are  the  right  person  to  ask, 
frankly. 

Ms.  Reno.  Well,  let  me  review  it  and  see. 

Senator  Bumpers.  Well,  it  deals  with  law  enforcement,  so  that 
is  the  reason  I  decided  to  go  ahead  and  broach  the  subject. 

Senator  Rollings.  She  is  the  one  person  in  the  administration 
you  can  get  a  straight  answer  from. 

Senator  Bumpers.  Yes.  [Laughter.] 

Well,  one  woman  who  can  shoot  pool  out  in  Chicago  is  going  to 
get  elected  Governor  because  she  shoots  straight. 
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Ms.  Reno.  Senator,  let  me  check  and  see,  and  if  I  am  not  the 
person  to  answer  it,  I  will  try  to  find  the  person  and  make  sure 
we  get  a  response  to  you. 

[The  information  follows:] 

Federal  Comkjunication  Commission  Public  Safety  Regulation 

FCC  issued  a  Fiist  Report  and  Order,  FCC  92-437,  on  October  16,  1992, 
which  provided  for  the  redevelopment  of  220  Megahertz  (MHz)  of  spectrum  in  the 
1.86  to  2.20  Gigahertz  ^GHz)  band  for  future  communications  services  that  employ 
emerging  technologies,  primary  Personnel  Communication  Systems  (PCS).  The 
Third  Report  and  Order,  FCC  98-351,  dated  August  13,  1993,  permitted  existing 
public  safety  facilities  to  remain  in  the  1.85-2.20  GHz  band  incfefinitely,  provided 
that  the  mayo^^^y  of  communications  carried  on  these  facilities  are  directly  used  for 
policies,  fire,  or  emergency  medical  services  operations  involving  safety  of  life  and 
property.  In  March  1^4,  however,  the  three  TOC  commissioners  voted  3-0  to  move 
all  existing  microwave  users,  including  public  safe^,  from  the  2  GHz  band.  The 
emerging  technology  licensees  are  requir^  to  pay  for  all  costs  in  finding  the  fre> 
quency  incumbents  new  spectrum,  including  engineering,  equipment,  etc.  The  FCC’s 
ruling  allowed  public  safety  operators  extra  leeway  for  transition  because  of  its  need 
to  have  temporary  solutions — most  emewncy  networks  cannot  afford  any  downtime 
as  they  move  to  new  channels.  The  FCC  established  rules  to  allow  a  five-year  relo¬ 
cation  plan  for  public  safety  channels.  In  the  plan,  four  years  will  be  for  voluntary 
negotiation  between  new  and  old  users,  and  the  fifth  year  will  be  for  mandatory  re¬ 
location  to  bands  above  3  GHz.  The  Arkansas  State  Police  use  the  1.85-2.20  GHz 
band  as  a  backbone  microwave  system  for  their  800  MHz  trunked  land  mobile  sys¬ 
tem;  therefore,  relocation  to  higher  frequency  bands  will  be  required. 

Many  existing  Government,  State  and  local  land  mobile  radio  systems  will  also 
require  replacement  within  the  next  ten  years.  To  make  more  efficient  use  of  the 
land  mobile  frequency  bands,  the  FCC  and  the  National  Telecommunications  and 
Information  Administration  have  mandated  that  all  new  land  mobile  radio  systems 
installed  after  January  1,  1995,  must  operate  in  a  12.6  Kilohertz  (kHZ)  channel, 
versus  the  existing  25  kHz  channel.  After  January  1,  2005,  all  equipment  must  be 
capable  of  operating  in  a  12.5  kHz  channel.  These  requirements  will  have  a  signifi¬ 
cant  impact  on  Federal,  State  and  local  law  enforcement  radio  communications  sys¬ 
tems. 


PREPARED  STATEMENT  OF  SENATOR  LAUTENBERG 

Senator  Bumpers.  Thank  you  very  much. 

Senator  ROLLINGS.  Senator  Lautenberg. 

Senator  Bumpers.  And  thank  you,  Senator  Lautenberg. 

Senator  Lautenberg.  Not  at  all,  my  distinguished  colleague. 

Thank  you  very  much,  Mr.  Chairman. 

First,  I  would  like  to  have  unanimous  consent  to  enter  the  state¬ 
ment  that  I  would  have  made  into  the  record  as  if  read. 

Senator  Rollings.  It  will  be  included. 

[The  statement  follows:] 

Statement  of  Senator  Frank  R.  Lautenberg 

Attorney  General  Reno,  welcome. 

Let  me  first  congratulate  you  for  your  leadership  at  the  Justice  Department  over 
the  past  year.  You  have  earned  a  reputation  for  integrity  and  straight  talk,  and  it’s 
gratifying  to  have  someone  of  your  ability  and  stature  leading  the  Justice  Depart¬ 
ment. 

I  also  want  to  express  my  strong  support  for  the  Administration's  proposal  to  in¬ 
crease  funding  for  law  enforcement  generally,  and  community  policing  in  particular. 
The  American  people  are  crying  out  for  solutions  to  our  crime  problem,  and  the  Ad¬ 
ministration  is  responding  to  tneir  call.  I  pledge  to  you  that  1  will  do  all  I  can  to 
support  your  request  for  additional  police  officers,  and  for  other  important  law  en¬ 
forcement  initiatives.  In  fact.  I’d  like  to  see  if  we  can  find  even  more  money  for  com¬ 
munity  policing,  and  have  developed  an  amendment  to  the  budget  resolution  that 
would  snift  funds  from  the  space  station  to  allow  the  hiring  of  an  additional  25,000 
officers,  beyond  the  60,000  you  proposed  in  the  Administration’s  budget. 


294 


1  also  want  to  commend  you  for  your  outspoken  leadership  on  the  issue  of  gun 
violence.  As  a  strong  proponent  of  gun  control  it’s  nice  to  have  an  Attorney  General 
who  doesn't  feel  obliged  to  kowtow  to  the  National  Rifle  Association.  I  know  you  are 
now  in  flie  process  of  reviewing  proposals  for  licensing  of  handgun  purchasers,  and 
I  hope  your  review  will  move  forward  expeditiously.  We  in  New  Jersey  already  have 
a  law  tnat  requires  handgun  purchasers  to  obtain  a  permit.  It’s  done  a  lot  of  good. 
And  I  think  it  makes  sense  to  take  this  approach,  or  a  reasonable  variation  of  it, 
nation-wide. 

Let  me  also  raise  again  with  you  a  proposal  I  have  introduced  to  attack  the  prob¬ 
lem  of  interstate  ^n  running.  My  bill,  S.  376,  would  limit  handgun  purchases  to 
one  per  month.  This  would  make  it  much  more  difficult  for  gun  runners  to  buy  large 
quantities  of  guns  in  States  with  weak  gun  laws,  and  transfer  them  to  States  with 
stronger  laws,  such  as  New  Jersey.  South  Carolina  adopted  a  similar  law  several 
years  ago,  and  Virginia  recently  followed  suit.  While  the  South  Carolina  law  has 
had  real  success,  no  State  legislation  can  adequately  address  the  problem  so  long 
as  gun  runners  can  simply  move  their  operations  to  otl.er  States.  We  need  a  federal 
hand^n  purchase  limit,  and  I  would  welcome  your  :  up’vort. 

In  fact,  I  would  note  that  President  Clinton  endorsed  the  concept  of  a  one-gun- 
per-month  law  in  his  Rolling  Stone  interview.  As  far  as  I  can  tell,  however,  there 
has  been  no  follow-up  on  this  matter.  I  hope  we  can  v^ork  together  on  this. 

So,  again,  welcome  to  the  Subcommittee,  and  congi  itulations  on  your  outstanding 
leadership  of  the  Depaitment.  I  want  to  support  your  efforts,  and  I  look  forward  to 
working  closely  with  you  to  reduce  the  plague  of  crime  and  gun  violence  that  afflicts 
our  nation. 


GUN  CONTROL 

Senator  Lautenberg.  Second,  I  want  to  commend  you,  Attorney 
General,  for  lots  of  hard  work.  And  I  wonder  whether  you  realized 
when  you  took  this  job  how  many  fronts  might  open  up  at  the  same 
time.  There  are  many  attorneys  general  who  wrestled  with  far 
fewer  problems  and  did  them  less  efficiently.  So,  I  commend  you. 

I  am  interested  in  continuing  to  deal  with  the  ^n  problem  that 
we  have  in  our  society.  We  have  the  Brady  bill  in  place.  And  we 
hope  that  it  works.  And  coming  from  New  Jersey,  you  perhaps 
know  that  we  were  one  of  the  first  States  to  have  an  assault  weap¬ 
ons  ban.  A  legislature  that  came  in  of  the  other  party  after  we  had 
it  on  the  books  tried  to  rescind  the  ban.  It  was  preposterous.  And 
the  people  of  New  Jersey  rose  up  and  said  no,  you  are  not  going 
to  take  that  away. 

The  rescission  passed  one  House  and  was  about  ready  to  pass  the 
other  when  the  phone  calls  started  to  come  in.  The  Governor  went 
to  the  public  and  pleaded  for  their  help. 

So,  we  have  to  continue  to  press  on.  And  one  of  the  things  that 
I  have  tried  to  do  with  Senator  Simon  from  Illinois  is  to  make  sure 
that  those  who  are  federally  licensed  gun  dealers,  in  fact,  have  a 
serious  intent  when  they  apply  for  that  license.  And  we  are  propos¬ 
ing  raising  the  fee  from  the  present  fee,  just  recently  increased  to 
$200  for  3  years,  to  $600  a  year  because  of  the  lack  of  ability  to 
screen  these  applications,  as  I  am  sure  you  know. 

The  applications  for  gun  deal  licenses  went  up  some  60-plus  per¬ 
cent  from  1980  to  the  present  day,  while  the  number  of  agents 
available  at  BATF  went  down  about  13  percent.  So,  just 
arithmetically,  it  is  pretty  obvious  that  it  cannot  work.  Many  of 
these  applications,  as  I  understand  it,  are  hardly  getting  reviewed. 

So,  I  hope,  General  Reno,  that  we  will  have  your  support  on  get¬ 
ting  that  into  place  so  that  we  can  reduce  the  number  of  federally 
licensed  gun  dealers  out  there  and  make  sure  that  they  cannot  sell  \ 
guns  out  of  the  trunk  of  their  car  or  from  their  kitchen  table. 
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There  was  one  licensed  dealer  in  New  York  who  ordered  600 
guns  from  various  manufacturers  and  got  them  in  shipments  of  100 
guns  a  piece  through  a  regular  parcel  service,  and  then  he,  in  turn, 
was  the  supplier  for  druc  dealers  and  criminals  in  New  York. 

So,  we  will  need  your  nelp  there,  and  I  hope  that  we  will  be  able 
to  count  on  that. 

Senator  Bumpers  mentioned  a  very  good  point,  and  that  is  the 
accessibility  of  prying  into  telephone  conversations.  And  I  have  a 
car  phone  up  in  New  Jersey,  and  last  month  I  had  a  $1,300  bill 
for  calls  to  tne  south  Bronx,  which  is  not  a  neighborhood  that  I  call 
a  lot. 

But  the  availability  of  information  through  cellular  technology, 
Mr.  Chairman,  I  mean,  you  do  not  even  have  to  know  whose  phone 
it  is.  You  can  pick  up  the  phone  number,  you  can  pick  up  conversa¬ 
tions,  you  can  do  an3rthing  you  want.  And  I  would  guess  that  one 
of  these  days,  like  home  videos,  which  occasionally  get  to  the  mar¬ 
ketplace,  you  are  going  to  get  some  whoppers  of  conversations  that 
are  being  recorded  on  these  car  phones.  And  we  have  car  and  regu¬ 
lar  line  phones,  and  the  more  we  seek  over-air  access  the  more 
available  that  information  is  going  to  be.  And  we  are  really  going 
to  have  to  watch  it  from  the  technological  side,  Mr.  Chairman, 
which  I  know  you  are,  as  well  as  the  law  enforcement  side. 

Last,  I  introduced  a  bill  last  May  to  limit  hand^n  purchases  to 
not  more  than  one  a  month.  I  do  not  think  that  is  much  of  a  re¬ 
striction,  but  it  can  make  a  real  difference  in  reducing  interstate 
gunrunning.  South  Carolina  adopted  it,  and  it  has  been  very  suc¬ 
cessful  down  there,  and  cut  down  on  gunrunning  from  the  State. 
But  so  long  as  mnrunners  can  move  to  other  States  with  looser 
gun  laws,  we  will  not  have  solved  the  problem.  That’s  why  we  need 
a  Federal  handgun  purchase  limit.  General  Reno.  And  I  would 
hope  that  we  can  enlist  your  support. 

Ms.  Reno.  Senator,  I  want  to  work  with  you  in  every  way  pos¬ 
sible.  Let  me  just  check  for  you  and  see  where  the  administration 
is  on  the  handgun  limitation  and  report  back  to  you  if  I  may. 

[The  information  follows:] 

Letter  From  Siieim  F.  Anthon'y 


May  11,  1994. 

Honorable  Frank  R.  Lautenberg, 

United  States  Senate, 
y/ashington,  D,C.  20510. 

Dear  Senator  Lautenberg;  This  is  in  response  to  your  request  of  the  Attorney 
General  for  the  Administration’s  views  concerning  your  bill,  the  Multiple  Hand^n 
Transfer  Prohibition  Act  (S.  376).  Thank  you  for  your  support  and  your  leader^ip 
in  the  fight  to  reduce  gun  violence. 

As  you  know,  the  Administration  is  committed  to  reducing  gun  \qolence.  At  the 
forefront  of  our  effort  is  implementation  of  the  Brady  Act  and  our  desire  to  ban 
semiautomatic  assault  weapons.  In  addition,  we  are  currently  reviewing  proposals, 
including  your  bill,  that  will  make  our  streets,  schools  and  neighborhoods  safer. 

The  Brady  Act  has  already  prevented  many  felons  from  obtaining  hand^ns.  Im¬ 
plementation  of  this  law  is  coordinated  by  the  Department  of  Justice  ana  the  Bu¬ 
reau  of  Alcohol,  Tobacco  and  Firearms.  In  order  to  implement  the  permanent  provi¬ 
sions  of  this  law,  we  are  working  with  the  states  to  improve  the  quality  of  and  ac¬ 
cess  to  state  criminal  history  records,  and  to  develop  the  national  instant  back¬ 
ground  check  system. 

In  addition,  the  Administration  seeks  a  ban  on  semiautomatic  assault  weapons, 
because  they  have  take  >  a  tragic  toll  on  our  society,  and  their  devastating  effects 
have  touched  every  conununity  in  America.  Their  firepower  have  made  these  guns 
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the  weapons  of  choice  for  violent  criminals.  The  Administration  has  worked  with  the 
sponsors  of  this  legislation,  as  well  as  other  interested  Members  of  the  House  and 
%nate,  in  an  effort  to  obtain  swift  passage. 

Our  Administration  is  committM  to  tough,  effective  law  enforcement,  and  we 
must  do  all  we  can  to  reduce  gun  violence,  we  look  forward  to  continuing  to  work 
with  you  to  achieve  this  important  goal. 

Please  do  not  hesitate  to  contact  me  if  you  have  additional  questions  concerning 
this  or  any  other  matter. 

Sincerely, 

F.  Anthony, 

Assistant  Attorney  General. 


EDWARD  BYRNE  FORMULA  GRANT  PROGRAM 

Senator  Lautenberg.  Thank  you  very  much. 

Thank  you,  Mr.  Chairman. 

Senator  Hollings.  Thank  you. 

Senator  Kerrey. 

Senator  Kerrey.  General  Reno,  I  assume  that  you  have  already 
heard  that  there  is  a  lot  of  enthusiasm  in  Congress  to  restore  the 
cuts  in  the  Edward  Byrne  formula  ^ant  program.  I  just  reinforce 
that.  It  is  one  of  the  most  successful  grant  programs  in  Nebraska. 
It  allows  us  to  do  lots  of  relatively  small  programs  that  would  be 
difficult  to  do  otherwise.  And  I  just  reinforce  that.  I  will  be  working 
with  other  colleagues  to  see  if  we  cannot  find  a  way  to  restore  that 
funding. 

I  point  out  as  well  that  I  think  in  the  crime  bill,  to  make  commu¬ 
nity  policing  work,  we  should  establish  some  Idnd  of  minimum 
funding  level,  otherwise,  once  again,  it  is  going  to  be  difficult  for 
smaller  States  to  take  advantage  of  that. 

As  you  know,  we  have  had  a  conversation,  and  I  am  sure  you 
have  discussed  this  with  other  Senators,  about  the  difficulty  that 
small  communities  have  in  applying  for  community  policing  grants 
that  might  result  in  one  additional  law  enforcement  officer.  And 
the  paperwork  that  is  entailed  in  just  the  application  can  be  pro¬ 
hibitive.  And  these  local  law  enforcement  people  are  telling  me  that 
they  very  often  find  themselves  needing  just  a  few  thousand  dollars 
to  be  able  to  get  out  into  schools,  to  be  able  to  get  into  the  commu¬ 
nity.  And  it  is  awfully  difficult  for  them  to  do  that  unless  we  estab¬ 
lish,  in  my  judgment,  some  kind  of  minimum  funding  level. 

increase  in  youth  violence 

What  I  would  like  to  talk  to  you  a  little  bit  about  today  is  youth 
violence,  and  just  read  statistics  which  I  am  sure  you  have  heard 
read  before.  In  Nebraska,  from  1982-92,  juveniles  accounted  for  a 
very  large  portion  of  the  increase,  not  just  in  crimes  but  in  violent 
crimes.  Ana  it  is  causing  people  to  not  just  be  afraid  for  their  lives, 
but  afraid  for  what  is  going  on  with  the  American  family.  And  I 
have  heard  you  talk  very  eloquently  about  that. 

And  I  must  say  parenthetically  I  am  very  appreciative  of  the 
work  that  the  Department  of  Justice  has  done  to  spearhead  an 
intergovernmental  effort.  Nebraska  has  been  very  much  involved, 
subsequent  to  your  visit  to  our  State  last  year.  And  I  appreciate  it 
very  much,  because  I  think  it  is  going  to  take  that  kind  of  intergov¬ 
ernmental  approach  if  we  are  going  to  be  able  to  get  resources  out 
there  in  a  timely  fashion,  and  particularly,  if  we  are  going  to  be 
able  to  do  it  in  a  fashion  that  is  accountable  to  the  taxpayers*  de- 
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sire  to  make  sure  that  we  are  getting  results  and  not  just  building 
new  institutions  that  do  not,  in  fact,  get  the  job  done. 

But  the  juvenile  felony  assault  arrests  in  Nebraska  in  a  10-year 
span  increased  120  percent.  The  misdemeanor  assault  arrests  in¬ 
creased  253  percent.  The  juvenile  rape  arrests  increased  100  per¬ 
cent.  Over  one-half  the  crimes  now  are  committed  by  people  under 
the  age  of  20.  I  mean,  we  have  got  a  very  serious  problem  in  that 
the  crimes  being  perpetrated  by  individuals  today  are  increasingly 
14,  16,  16,  and  17  years  of  age. 

I  will  begin,  General  Reno,  by  saying  that  my  own  experience  is 
that  those  things  that  work  the  best  we  seem  to  have  the  most  dif¬ 
ficult  time  funding.  We  have  been  trying  to  fund  a  range  of  family 
resource  centers  throughout  the  State.  And  it  is  extremely  difficult 
to  get  funding  to  be  able  to  do  it.  Where2i8,  all  of  a  sudden,  I  pick 
up  the  Omaha  World  Herald  one  day  and  I  see  we  are  building  a 
$90  million  courthouse  that  I  did  not  even  ask  money  for. 

That  is  the  kind  of  thing  that  I  would  cite  as  an  example  of  why 
not  only  I  but  citizens  as  well  are  frustrated.  These  very  small  fam¬ 
ily  resource  centers,  it  seems  to  me,  are  the  very  sorts  of  things 
that  we  ought  to  be  trying  to  fund,  and  yet  it  is  difficult  to  get  it 
done. 

If  I  want  to  get  2  billion  dollars’  worth  of  health  care  money  in 
the  State  of  Nebraska  it  is  relatively  easy  to  do,  because  I  have  got 
a  Medicaid  and  a  Medicare  program,  and  we  define  these  health 
care  problems  by  putting  a  name  on  them.  And  once  we  put  a 
name  on  them,  then  the  resources  flow  relatively  easily. 

I  believe  the  most  important  thing  for  us  to  try  to  do  is  make 
sure,  across  the  board,  that  we  are  providing  not  only  resources  but 
guidance  in  the  education  and  the  training  area. 

Yesterday,  we  had  Secretary  Brown  here  to  testify  in  front  of  this 
committee.  And  I  made  the  very  same  point;  that  not  only  do  we 
need  to  forge  collaborative  partnerships  with  business  to  be  able  to 
make  sure  that  businesses  have  a  chance  to  grow,  but  we  have 
really  got  to  look  out  there  and  see  that  for  an  awful  lot  of  people 
today,  they  simply  do  not  have  the  skills  that  would  cause  them 
to  conclude  that  there  is  very  much  hope  in  their  life. 

NEW  EDUCATION  AND  TRAINING  EFFORTS 

And  we  are  getting  behind  at  a  very,  very  early  age.  In  Nebraska 
right  now,  for  example,  there  is  an  effort  underway — and  they  are 
going  to  present  to  me  on  Saturday  the  results  of  that  effort — and 
it  is  going  to  require  some  money,  I  suspect,  both  private  and  pub¬ 
lic  I  hope,  to  pull  it  off.  But  it  is  an  education  and  training  effort. 
And  it  began  as  a  result  of  a  National  Science  Foundation  called 
a  systemic  initiative.  And  in  a  follow-on  question  by  me — what  are 
we  doing  in  the  inner  city  Omaha,  NE?— the  answer  was,  not 
much — led  to  a  single  fact  that  I  think  tells  a  very  important  story. 

If  you  are  white  in  the  Omaha  public  school  system — and  indeed 
we  have  discovered  that  it  is  more  socioeconomic  than  it  is  racial — 
but  there  is  a  much  higher  percentage  of  poverty  amongst  African- 
American  students — the  white  students  achieve  an  80-percent  rate 
of  success  with  a  basic  level  of  mathematics  by  the  eighth  grade. 
For  the  black  students,  it  is  25  percent.  In  the  fourth  grade,  it  is 
20  percent  for  black  students  and  75  percent  for  white  students. 
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And  if  you  go  talk  with  the  school  teachers  and  the  principals, 
and  they  are  saying,  well,  that  is  obviously  what  is  going  on.  The 
kids  are  coming  to  school  behind  in  grade.  They  are  starting  off 
slow.  And  they  never  really  catch  up. 

Well,  the  fact  is  that  anybody  who  graduates  today  from  high 
school  without  a  basic  level  of  mathematics,  which  is  two  plus  two 
equals  four,  and  change  for  a  dollar,  it  is  no  great  shakes  as  far 
as  accomplishment,  they  are  going  to  struggle  to  earn  very  much 
in  the  workplace. 

I  mean,  tnere  are  not  very  many  low-skill,  high-paying  jobs  left 
any  more.  I  always  say  that  Confess  may  be  the  exception  to  that. 
But  there  are  not  very  many  places  where  you  can  go  without  a 
basic  level  of  mathematics  and  get  a  job. 

And  I  just  think  that,  across  the  board,  we  have  got  to  come  with 
a  real  urgency  to  prevent  crime,  I  mean,  I  am  an  advocate  of  giving 
you  more  resources  so  that  you  can  hire  more  agents.  I  think  it  is 
appalling  that  we  pass  all  kinds  of  new  mandatory  minimums  and 
federalize  all  these  crimes,  yet  we  have  not  hired  an  agent  since 
March  1992.  I  mean,  I  am  appalled  that  we  do  not  match  our  ac¬ 
tions  with  our  rhetoric  when  it  comes  to  law  enforcement.  But  I  am 
also  appalled  that  we  do  not  see,  in  a  common  sense  fashion,  that 
we  are  just  losing  kids. 

I  mean,  you  can  go  to  any  chapter  1  program  in  the  United 
States  of  America,  you  can  go  into  any  school  in  the  United  States 
of  America,  at  the  kindergarten,  first,  second,  third,  and  fourth 
level,  and  talk  to  the  teachers  about  what  is  going  on,  and  you  see 
what  the  problem  is,  and  you  begin  to  fashion  some  reasonable  so¬ 
lutions  to  the  problem.  The  difiiculty,  though,  is  that  very  often  I 
do  not  have  the  flexibility  to  be  able  to  respond. 

Very  often,  I  do  not  have  the  flexibility  to  be  able  to  build  that 
family  resource  center  to  help  the  mother,  to  help  the  father,  to 
help  the  individuals  get  the  skills  that  they  need.  And,  very  often, 
I  say,  Greneral  Reno,  what  we  are  unwilling  to  do,  and  I  think  in¬ 
creasingly  what  we  have  to  do,  is  to  say,  OK,  here  is  what  we  want 
to  get  done.  Here  is  our  benchmark.  Here  is  where  we  are  today 
with  out-of-wedlock  births  and  here  is  where  we  want  to  be  10 
years  from  now.  Here  is  where  we  are  today  with  mathematics 
scores  and  here  is  where  we  want  to  be  10  years  from  now. 

In  other  words,  set  some  goals  for  ourselves,  as  politicians;  not 
just  come  to  you  and  say  we  want  money  or  we  want  some  assist¬ 
ance;  not  just  that  we  want  to  get  something  to  put  out  a  press  re¬ 
lease  on.  But  that  we  define  an  objective  that  the  community  says, 
OK,  we  want  to  go  there.  And  then  try  to  mobilize  the  community 
to  get  there. 


CRIME  PREVENTION  TACTICS 

I  am  really  terrified  when  I  look  at  the  statistics  of  violent  crime 
perpetrated  by  youth.  And  I  am  very  much  concerned  because  I 
just  do  not  see  the  institutional  freedom  to  be  able  to  do  what  the 
community,  in  fact,  feels  needs  to  be  done. 

Ms.  Reno.  We  have  a  golden  oppjrtunity,  Senator,  The  House 
and  the  Senate,  the  administration,  we  have  a  chance  with  two 
matters  that  are  currently  pending  before  you,  to  really  make  a  dif¬ 
ference  in  America  by  bringing  a  common-sense  approach  to  crime 
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that  does  not  just  react  but  that  tries  to  fashion  something  that 
makes  sense.  iTie  Senate  has  passed  a  crime  bill,  the  House  has 
put  a  crime  bill  out  of  the  House  Judiciary  Committee  and  is  con¬ 
sidering  it  this  week.  Youth  violence  is  clearly  the  greatest  single 
crime  problem  we  face  in  America.  But,  to  create  communities 
where  our  youth  can  feel  safe,  we  have  got  to  first  make  them  safe. 
We  have  got  to  focus  on  the  career  criminal  and  get  them  put 
away. 

As  a  prosecutor  in  Miami,  I  was  too  often  frustrated,  as  were  the 
citizens  in  the  very  communities  you  talk  about,  when  the  guy  I 
got  put  away  for  10  years  was  back  in  only  20  to  30  percent  of  the 
sentence.  I  think  we  should  provide  assistance  to  States  so  that 
they  can  house  those  people  for  the  length  of  time  that  judges  are 
sentencing  them. 

But  you  have  made  reference  to  community  policing.  I  have  been 
to  Omaha.  I  have  been  now  and  driven  through  Iowa.  I  have  seen 
that  beautiful  Midwest.  I  have  seen  how  community  policing  can 
make  a  difference,  and  how  important  it  is  to  a  rural  sheriff  or 
small  town  police  chief  to  make  sure  that  he  or  she  gets  those  po¬ 
lice  officers  and  that  we  do  not  neglect  the  rural  areas  of  America 
for  the  cities.  I  think  we  can  do  both  as  we  design  that  Community 
Policing  Program. 

Where  community  policing  is  working,  there  is  no  better  effort  at 
focusing  at  youth  violence.  They  get  the  real  ringleader  identified 
and  out  of  the  community.  But  a  good  community  police  officer  is 
also  pulling  the  other  kids  back. 

I  was  in  Dorchester,  MA,  the  other  day,  and  here  are  about  five 
youngsters,  maybe — I  would  say  14  to  17.  They  were  probably 
headed  to  trouble  and  that  is  what  they  indicated  to  me.  But  there 
were  two  police  officers  there  that  had  become  their  mentors  and 
were  saving  a  whole  bunch  of  kids.  We  can  make  a  difference 
through  that  community  policing  initiative. 

But  the  crime  bill  has  got  to  also  address  other  areas.  There  are 
going  to  be  kids  that  commit  crime.  There  is  no  excuse  for  putting 
a  gun  up  beside  somebody's  head  and  hurting  them,  and  a  14-year- 
old  who  does  that  has  got  to  understand  he  is  going  to  be  punished. 
But  the  punishment  has  got  to  be  fair,  firm,  and  fit  the  crime.  And 
we  have  all  got  to  understand  that  that  14-year-old  is  coming  back 
to  the  community  sooner  rather  than  later. 

It  makes  no  sense  to  put  him  in  a  youthful  offender  facility  say¬ 
ing,  ‘Tou  have  committed  a  dangerous  crime"  and  then  sending 
him  back  to  the  community  where  he  does  not  have  supervision; 
where  he  is  the  drug  dealer's  gopher,  and  where  he  lives  over  the 
open  air  drug  market.  We  have  got  to  provide  after  care  and  com¬ 
munity  care  for  him  when  he  comes  back,  and  the  crime  bill  ad¬ 
dresses  that. 

We  can  make  it  a  smart  and  tough  crime  bill.  The  provision  that 
came  out  of  the  House  includes  the  President's  YES  Program, 
Youth  Employment  Skills  Program,  that  focuses  on  the  kids  you 
are  talking  about.  It  does  not  create  just  make-work  jobs  but  works 
with  others  to  design  school-to-work  pro^ams  that  focus  on  apti¬ 
tude  and  interest  and  give  that  kid  the  knowledge  that,  if  he  fol¬ 
lows  the  program,  he  can  graduate  with  skills  that  can  enable  him 
to  earn  a  living  wage. 
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We  can  do  so  much  if  we  do  it  both  in  terms  of  punishment  for 
the  bad  guys  and  prevention  and  after  care  for  those  others.  But 
I  am  now  treading  into  an  area  that  I  do  not  know  too  much  about. 

But  you  talk  about  goals,  and  Goals  2000  is  right  here  waiting 
to  address  some  of  the  issues  you  talk  about  in  terms  of  education. 
Whether  it  is  family  preservation  programs  that  HHS  is  now  ex¬ 
panding  to  try  to  focus  on  what  you  are  talking  about,  or  health 
care,  all  of  these  issues  go  to  reweaving  the  fabric  of  society  around 
our  children  and  families,  and  we  can  do  it  if  we  will  just  oe  smart 
but  tough  and  compassionate,  and  I  think  that  is  clearly  what  the 
American  people  are  looking  for. 

I  went  to  Omaha.  You  stood,  I  think,  in  the  same  room  with  me 
and  with  youngsters.  I  asked  them,  in  a  detention  facility,  what 
could  have  been  done  to  prevent  the  problem  in  the  first  place?  And 
two  things  you  will  recall  they  talked  about,  and  kids  talk  about 
it  across  this  Nation,  something  to  do  in  the  afternoons  and  the 
evenings  that  could  have  kept  me  out  of  trouble  and  got  me  into 
something  positive — we  can  make  sure  that  that  is  in  the  crime 
bill — and  somebody  to  talk  to  through  mentoring  programs  for 
these  youngsters  who  have  nobody  to  supervise  them,  nobody  to 
really  care  about  them.  We  can  make  such  a  significant  difference 
if  we  just  do  it  smart. 

INCREASES  IN  MANDATED  PROGRAMS 

Senator  Kerrey.  Well,  I  appreciate  that  and  I  do  agree  with  you, 
and  I  will  insert  something  that  I  am  increasingly  doing  editorially 
as  I  go  through  these  appropriations  hearings,  and  that  is  that  we 
are  going  to  have  a  vep^  tight  budget  for  you  and  everybody  else 
in  Government,  and  it  is  very  important  for  the  citizens  to  under¬ 
stand  as  we  talk  about  law  enforcement  efforts  that  at  some  point 
it  takes  money.  I  mean,  we  have  $120  billion  for  the  cocaine 
consumed  in  the  United  States  of  America. 

Crack  cocaine  invaded  Omaha  just  like  it  did  every  other  commu¬ 
nity,  and  sometime  in  the  1980's — 1987  is  when  the  Omaha  Police 
Department  tells  me  that  it  came  in.  And  life  has  gotten  awful 
nasty  since.  And  it  is  tough,  it  is  dangerous,  and  you  are  not  going 
to  solve  that  problem  without  skilled  people  out  there  doing  the  job 
for  you. 

You  are  not  going  to  hire  those  people  unless  you  are  willing  to 
provide  the  resources  to  do  it,  and  we  are  not  going  to  build  prisons 
free  and  we  are  not  going  to  get  good  law  enforcement  on  the  cheap 
and  we  are  not  going  to  get  good  prevention  on  the  cheap.  We  are 
not  going  to  get  good  efforts  to  try  to  build  resource  centers  for 
American  families  on  the  cheap.  We  just  are  not  going  to. 

This  year  we  are  going  to  have — almost  with  no  debate — we  are 
going  to  have  a  $30  billion  increase  in  health  care  spending  and  a 
$20  billion  increase  in  retirement  spending.  I  mean,  almost  with¬ 
out — no  debate,  because  it  is  mandated.  It  will  by  law  be  spent  be¬ 
cause  somebody  qualifies  in  some  fashion,  shape,  or  another.  And 
I  just  say  that  I  am  increasingly  going  to  beat  that  drum  because 
that  is  where  the  money  is  going. 

And  it  gets  awfully  difficult  for  us  to  be  able  to  do  the  right 
thing.  It  seems  to  me  unless  we  tell  the  American  people  the  truth, 
that  what  is  driving  our  entire  budget  process  right  now  is  this  sort 
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of  silent  increase  in  the  mandated  programs  that  make  it  virtually 
impossible  for  us  to  make  progress  on  deficit  reduction  to  keep  in¬ 
terest  rates  low  and  the  economy  growing. 

It  makes  it  almost  impossible  for  us  to  do  that  and  simulta¬ 
neously  attack  crime  in  a  meaningful  fashion,  provide  an  environ¬ 
ment  where  our  children  do  have  some  economic  hope,  particularly 
those  in  lower  income  categories  where  skills  become  just  vital  if 
they  are  going  to  be  able  to  Tift  themselves  up  and  out. 

And  we  are  going  to  underfund  Pell  grants  this  year.  We  will 
still,  even  with  the  President’s  leadership  and  generosity  with 
Head  Start,  we  are  still  going  to  fall  short  in  providing  money  for 
Head  Start.  We  are  going  to  have  a  major  battle  in  chapter  1  in 
providing  a  sufficient  amount  of  resources  in  chapter  1.  And  it 
works.  I  mean,  chapter  1  programs  absolutely  work. 

And  I  get  schools  throughout  the  country  that  are  rationing  edu¬ 
cation  right  now  to  individuals  whose  incomes  are  lower,  and  you 
just  look  at  it  and  you  say  well,  no  wonder  we  have  got  a  crime 
problem,  I  mean,  I  would  iust  say,  as  I  will  repeatedly  editorially, 
that  I  just  believe  that  unless  we  get  our  arms  arouna  these  man¬ 
dated  programs  I  think  it  is  going  to  be  awfully  difficult  for  us  to 
simultaneously  keep  the  economy  Rowing  by  making  strong  and 
tough  deficit  reduction  choices  and  simultaneously  allocating  re¬ 
sources  where  everybody  in  America  increasingly  is  saying  they 
want  their  tax  dollars  allocated. 

Ms.  Reno,  I  think  there  is  some  hope,  though,  because  I  think 
if  we  make  a  limited  investment  up  front  in  people  and  then  hold 
people  accountable  and  say  look,  we  gave  you  the  tools  to  do  the 
job,  now  we  are  going  to  hold  you  accountable,  we  are  going  to  save 
money  in  terms  of  crime,  dollars  spent  for  prison,  health  care  prob¬ 
lems,  down  the  line.  We  too  often  in  the  past  have  waited  for  the 
crisis  to  occur. 

But  just  let  me  make  one  final  point  that  goes  back  to  an  original 
concern  that  you  had.  It  does  cost  money.  And  I  worry  about  some 
of  the  smaller  States,  concerned  that  they  do  not  get  their  fair 
share.  Under  the  provision  in  the  Senate-passed  crime  bill  on  the 
community  policing  you  provided  for  a  minimum  set-aside  per 
State  which  would  equal  six-tenths  of  1  percent  of  the  total  pro¬ 
gram,  or  about  $10,200,000,  and  that  is  more  than  Nebraska  gets 
now. 

Seqator  Kerrey.  We  are  happy.  [Laughter.] 

NEED  FOR  A  NATIONAI.  INDUSTRIAL  POLICY 

Senator  Hollings.  Very  good. 

General  Reno,  you  have  turned  into  the  national  confessor.  All 
these  Senators  are  coming  up  here  crying  on  your  shoulders,  and 
in  that  light  let  me  just  make  a  comment  relative  to  this  discussion 
of  more  money  for  prisons,  crime,  policemen  on  the  beat,  money, 
money,  monev,  I  learned  long  ago  as  a  Governor  it  is  cheaper  to 
feed  the  child  than  it  is  to  jail  the  man.  I  have  written  a  book  on 
America’s  hunger  problem.  And  yes,  we  have  not  fleshed  out  wom¬ 
en’s,  infants’,  and  children’s  feeding,  we  have  not  fleshed  out  and 
really  financed  more  than  one-half  of  Head  Start.  We  have  got  to 
do  a  lot  better  by  way  of  education,  and  with  the  breakdown  of  the 
family  that  is  particularly  important. 
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On  the  other  hand,  there  are  no  jobs  out  there  either.  We  have 
gone  on  an  affirmative  action  plan  of  some  40  years  to  rebuild  the 
economies  in  capitalism  the  world  around — Europe,  the  Pacific 
rim — and  it  worked.  But  in  doing  so  we  are  in  the  hands  of  the 
Philistines,  the  multinationals,  the  multinational  industries  and 
banks,  the  think  tanks,  the  retailers,  the  editorialists  in  the  news¬ 
papers  that  get  80  percent  of  their  revenue  from  the  retailers. 

Yet,  when  you  look  at  the  census  figures  that  came  out  last  year, 
that  age  ^oup  between  18  and  24  cannot  find  a  job  or  cannot  find 
a  job  outside  of  poverty.  So  we  big  old  Senators  are  running  around 
here  making  graduation  speeches  about  how  the  future  belongs  to 
you,  but  then  the  graduation  class  goes  out  and  there  is  not  any 
future  out  there  at  all. 

Something  has  got  to  be  done  on  the  end  of  enforcing  our  trade 
laws.  We  do  not  have  to  pass  any  new  ones,  but  the  fact  of  the  mat¬ 
ter  is  in  this  international  global  competition  the  opposition,  the 
competition,  is  all  for  market-share,  and  we  are  all  ror  a  quality 
proauct  at  a  cheaper  price.  We  are  not  in  the  same  game.  And  we 
have  got  such  childish  cries  about  industrial  policy  and  everything 
else  of  that  kind.  All  of  our  competition  has  an  industrial  policy. 

We  do,  too,  but  it  is  all  to  create  a  higher  standard  of  living. 
When  I  put  on  a  minimum  wage  and  clean  air  and  clean  water  and 
Social  Security  and  health  care,  plant  closing  notice,  parental 
leave,  on  and  on  and  on,  and  we  all  agree  on  that,  that  is  not  a 
partisan  thing  and  it  is  a  wonderful  thing,  but  then  we  do  nothing 
for  this  high  standard  of  living  to  protect  it. 

So  the  fault  is  not  yours  and  the  solution  is  not  yours,  in  main. 
In  main  that  solution  belongs  right  here  in  this  Congress,  with  re¬ 
spect  to  a  competitive  trade  policy,  to  build  back  our  manufacturers 
who  used  to  represent  32  percent  of  our  GNP,  but  now  it  is  down 
by  one-half  to  16  percent.  And,  there  is  simply  no  opportunity  out 
there.  I  have  got  training  coming  out  of  my  ears.  All  of  us  now  get 
the  buzz  words  from  this  think-tank  crowd  about  education,  train¬ 
ing,  skills,  skills,  skills,  like  we  do  not  have  them. 

I  never  have  built  an  automobile,  but  I  have  got  BMW  coming 
to  South  Carolina  to  build  one.  Alabama  never  has  built  an  auto¬ 
mobile,  but  they  have  got  Mercedes  Benz  coming  to  build  one.  They 
do  not  understand  that  we  are  hungry  down  home  in  Alabama  and 
South  Carolina  and  we  have  got  the  training  facilities  and  we  can 
create  the  skill  to  make  anything.  Overall,  America  still  has  the 
most  productive  industrial  worker  in  the  entire  world. 

So,  it  is  the  trade  policy  that  we  have  set  up  here  that  contrib¬ 
utes  to  the  crime  problem.  Now  we  are  coming  and  we  are  going 
to  ask  Dr.  Hawk  here  why  do  we  not  get  more  prisons,  why  do  we 
not  do  this,  why  do  we  not  get  more  police  officers?  We  are  building 
more  jails,  but  we  ought  to  be  building  more  schools.  And  on  that 
score,  I  just  have  to  weigh  in  here  with  all  of  these  things  that  they 
are  crying  on  your  shoulders  about,  specifically  on  the  violent  crime 
task  force. 


VIOLENT  CRIME  TASK  FORCES 

We  have  had  over  the  years  the  organized  crime  drug  enforce¬ 
ment  task  force,  and  we  used  the  State  and  local  folks  in  that  joint 
effort.  We  have  moneys  in  there  for  overtime  and  other  support 
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needs,  and  we  continually  have  it  and  have  it  in  this  bill.  But  now 
when  you  get  your  violent  crime  task  force  I  see  no  provision  for 
that  overtime  or  that  support  need.  What  about  that? 

Ms.  Reno.  Senator,  I  watched  local  police  ofTicers  participate  in 
Federal  programs  because  there  was  money  there  for  overtime. 
What  I  would  like  to  see  us  do,  and  what  I  think  we  can  and  are 
doing,  is  come  together  and  just  in  the  regular  working  hours  see 
what  we  can  do  to  work  together  first.  And  then,  if  additional  mon¬ 
eys  are  needed,  let  us  look  at  it. 

But  I  came  into  office  and  I  found  that  the  turf  battles  were 
worse  than  I  thought  they  were,  just  between  the  Federal  agencies, 
in  terms  of  looking  at  violent  crime.  In  Washington,  DC,  DEA  had 
a  cold  case  murder  squad,  the  FBI  had  violent  crime/safe  streets 
task  force,  ATF  had  a  triggerlock  task  force;  everybody  had  their 
own  task  force.  People  are  beginning  to  work  together  now. 
Through  our  Office  of  Investigative  Agency  Policies  they  are  coming 
together  and  sharing  information,  and  I  think  it  is  an  unparalleled 
time  of  cooperation. 

But  then,  as  I  have  told  you  before,  when  the  Feds  came  to 
Miami  they  would  come  in  and  say  well,  we  want  this  and  this  and 
this.  But  it  too  often  was  not  a  two-way  street,  and  I  want  to  make 
it  a  two-way  street.  I  want  to  work  with  law  enforcement  and  see 
what  is  needed.  But  first  of  all  we  have  got  to  start  working  to¬ 
gether,  not  in  isolated  task  forces  that  keep  people  away  from  the 
mainstream  of  what  is  going  on,  but  in  a  really  truly  coordinated 
effort. 


OVERTIME  AND  ASSISTANT  U.S.  ATTORNEY  CUTS 

Senator  Rollings.  Well,  as  I  say,  the  overtime  has  worked  on 
the  organized  crime  drug  enforcement  task  force  program  and  if  we 
want  to  make  sure  the  violent  crime  task  force  works,  we  may  need 
to  pay  them  overtime  when  they  are  working  all  night,  standing 
out  all  night  long  in  these  drug  drops  and  what-have-you. 

One  more  question,  you  eliminate  $14  million  and  62  assistant 
U.S.  attorney  slots  in  your  budget,  but  then  you  request  $16.8  mil¬ 
lion  for  63  new  attorney  positions  here  in  Washington,  and  at  the 
Department. 

Do  you  have  a  comment? 

Ms.  Reno.  Yes,  sir,  I  do.  First  of  all,  we  want  to  make  sure  that 
there  is  a  fairer  allocation  between  U.S.  attorneys  based  on  a  sound 
standard  of  workload,  and  I  think  that  is  important  that  we 
achieve  that  first. 

Second,  I  think  it  is  important  that  we  prioritize,  and  we  have 
clearly  sent  a  signal  that  violent  crime  in  our  partnership  with 
local  law  enforcement — in  appropriate  support  of  local  law  enforce¬ 
ment,  not  federalizing  except  where  it  is  appropriate. 

You  have  got  a  drug  dealer  going  across  State  lines  murdering 
people  as  he  goes;  he  probablv  belongs  in  Federal  court.  He  can  be 
prosecuted  far  more  effectively  there  than  in  three  different  State 
courts.  But  that  violent  crime  is  clearly  the  first  priority. 

As  I  talk  to  some  U.S.  attorneys,  they  tell  me  that  various  agen¬ 
cies  come  to  them  driven  by  the  desire  to  get  points  for  evaluation 
based  on  indictments.  It  does  not  make  any  difference  the  size  of 
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the  case  or  the  amount  of  the  case  involved,  it  is  the  indictment 
that  is  important  for  their  evaluation. 

I  want  to  work  with  law  enforcement  to  turn  that  around,  so  that 
we  focns  on  the  crime  problem  that  is  most  important,  and  that 
people  get  points  lor  doing  as  much  as  they  can  to  interrupt  and 
disrupt  that  particular  crime  problem. 

With  respect  to  the  issues  that  we  talked  about,  civil  rights,  the 
Americans  With  Disabilities  Act  enforcement,  and  antitrust,  I 
think  these  are  three  areas  that  have  been  neglected  over  the  last 
several  years.  I  think  they  have  been  understaffed.  I  think  they  can 
do  far  more. 

One  of  the  concerns  I  have,  however,  is  developing  a  true  team 
effort  between  U.S.  attorneys  and  main  Justice.  We  had  a  con¬ 
ference  here  in  January  in  which  I  asked  all  the  U.S.  attorneys  to 
come  to  Washington  to  emphasize  that  they  were  a  part  of  my 
team,  that  I  did  not  want  to  stand  in  Washington  ana  tell  them 
what  I  wanted  done,  because  they  know  their  district  far  better 
than  I  do. 

What  I  want  to  try  to  do  is  use  these  new  people  that  we  bring 
on  board  to  develop  the  expertise  and  then,  as  it  is  important,  or 
as  it  is  better  that  it  be  handled  at  a  local  level,  shift  resources  so 
that  it  is  handled  best.  If  it  is  best  handled  in  main  Justice,  handle 
it  there.  If  it  is  best  handled  in  the  district  of  South  Carolina,  let 
Mr.  Strong  handle  it  there.  We  can  do  so  much  if  we  focus  on  it 
as  a  team  and  main  Justice  and  the  local  U.S.  attorney  do  what 
each  does  best. 


BORDER  PATROL  AGENTS 

Senator  Rollings.  Let  me  ask — and  I  am  going  to  submit  ques¬ 
tions  relative  to  the  prisons  and  several  other  particular  problems. 

I  know  this  subcommittee  is  readily  interested  in  the  Border  Pa¬ 
trol,  and  I  notice  you  have  got  a  $181  million  request  for  control¬ 
ling  the  border.  Yet  only  $10  million  of  that  is  for  hiring  390  addi¬ 
tional  Border  Patrol  agents. 

We  are  wondering  perhaps  if  it  wouldn’t  be  wiser  to  take  another 
$10  million  and  get  700  of  these  Border  Patrol  agents,  rather  than 
that  much  in  eq^uipment.  What  do  you  think  about  that  type  of  ad¬ 
justment — to  talce  another  $10  million  from  that  $181  million  to 
double  the  amount  of  Border  Patrol  agents? 

Maybe  you  would  want  to  comment,  I  do  not  know. 

Ms.  Reno.  Yes;  I  would  very  much  want  to  comment,  because 
when  I  took  office  I  quickly  learned  that  immigration  was  probably 
g:oing  to^be  one  of  the  most  challenging  issues  that  I  faced  in  my 
time  as  Attorney  General. 

I  found  that  there  were  Border  Patrol  agents  sitting  behind 
desks  doing  other  things,  other  than  being  on  the  field,  because 
they  did  not  have  a  car;  and,  if  they  had  a  car,  they  did  not  have 
a  radio.  I  found  that  there  was  no  plan  that  was  an  organized  plan 
from  San  Diego  down  to  the  Texas  border. 

I  wanted  to  try  to  develop  something  that  made  sense,  and  what 
was  clear  to  me  is  that  INS  has  not  been  given  the  technological 
infrastructure  that  can  enhance  the  effectiveness  of  Border  Patrol 
agents  on  the  border.  So  I  have  taken  two  steps:  one,  to  make  sure 
that  we  get  the  people  out  from  behind  the  desks,  from  driving  the 
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bus  to  take  the  person  to  the  detention  facility  where  somebody 
else  other  than  a  trained  Border  Patrol  agent  can  do  that,  and  get 
them  back  on  the  border. 

At  the  same  time,  I  want  to  make  sure  that  when  thev  are  on 
the  border  they  have  the  car,  they  have  the  radio,  they  have  the 
computer  capability,  they  have  the  night  light,  the  technical  equip¬ 
ment  that  can  enhance  and  make  far  more  effective  one  Border  Pa¬ 
trol  agent’s  presence  on  the  border  rather  than  if  he  did  not  have 
the  infrastructure  to  go  with  it. 

We  have  really  tried  to  plan  this  very  carefully  and  we  would 
look  forward  to  working  with  you,  Mr.  Chairman,  to  address  any 
concerns  that  you  have  and  to  try  to  make  it  the  right  way. 

ADDITIONAL  COMMITTEE  QUESTIONS 

Senator  HOLDINGS.  Well,  the  committee  is  indebted  to  you,  Gen¬ 
eral  Reno,  for  your  appearance  here  and  the  cooperation  and  lead¬ 
ership  you  have  given  us. 

[The  following  Questions  were  not  asked  at  the  hearing,  but  were 
submitted  to  the  Office  for  response  subsequent  to  the  hearing:] 
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QUESTIONS  SUBMITTED  BY  SENATOR  ERNEST  F.  ROLLINGS 


United  States  Attorney  Reduction 

QUESTlOMi  In  your  requoat  for  United  States  Attorneys,  X 
see  where  you  are  asking  for  a  net  program  reduction  of  $14 
million  and  the  elimination  of  62  Assistant  United  States 
Attorney  positions* 

At  the  same  time,  I  see  where  you  have  requested  a  program 
increase  of  $16*8  million  for  63  new  attorney  positions  for 
the  Department's  litigative  divisions  based  out  of  Washing¬ 
ton  —  Civil  Rights,  Environment,  and  Antitrust* 

What  is  the  nature  of  the  work  to  be  performed  by  these 
Washington-based  divisions  in  1995  that  has  led  you  to 
^ssign  them  a  higher  priority  than  that  accorded  your  field 
^-.ttorneys? 

Is  the  shift'  in  the  Department's  prosecution  resources  from 
United  states  Attorneys  to  headquarters  litigation  divisions 
part  of  a  long-term  strategy? 

ANSWER:  The  enhanced  resource  levels  in  such  areas  as 
antitrust,  civil  rights,  and  environment  reflect  the 
Administration's  decisions  to  highlight  renewed  commitments 
to  aggressive  prosecution  and  litigation  in  these  areas. 
The  divisions  handle  highly  specialized  cases  and  have  in 
fact  requested  that  the  United  States  Attorneys  be  more 
active  in  these  particular  areas.  I,  too,  have  indicated  a 
strong  desire  that  United  States  Attorneys  move  rapidly  and 
aggressively  into  these  areas.  Therefore,  there  may  be 
internal  shifts  within  individual  United  States  Attorney 
offices  in  these  areas  in  the  future  as  well.  I  believe 
that  we  will  have  an  active  and  beneficial  new  partnership 
between  the  divisions  and  the  United  States  Attorneys' 
offices. 

The  litigating  divisions  and  the  United  States  Attorneys 
must  work  together  on  significant  cases,  developing  a 
synergy  from  the  specialized  expertise  of  the  litigating 
division  in  a  particular  program  area  and  the  specialized 
litigation  experience  of  Assistant  United  States  Attorneys 
in  the  particular  district.  Increasing  the  pool  of  exper¬ 
tise  in  the  litigating  divisions  will  support  the  efforts  of 
the  United  States  Attorneys. 

QUESTION:  Last  year,  the  Department  reduced  the  authorized 
staffing  level  of  every  United  states  Attorney  office  by 
five  percent*  To  Implement  this  additional  62  Assistant 
United  States  Attorney  reduction  requested  in  1995,  you 
indicate  the  out  will  be  "applied  across  all  U.s*  Attorney 
programs  and  will  be  achieved  by  the  continuation  of  a 
modified  hiring  freeze  throughout  the  offices  of  the  U.S* 
Attorneys". 
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If  a  orlaa  bill  la  anaotad  that  InoraaBas  tha  nuabar  of 
Fadaral  orlaas  and,  tharafora,  tha  proaaoutorlal  workload  of 
Unltad  Statas  Attornay  offices,  In  which  areas  should  United 
States  Attorneys  reduce  their  resources? 

ANSWER:  The  reductions  in  authorized  field  staffing 

referenced  in  the  question  were  imposed  by  the  Attorney 
General's  Advisory  Committee  and  the  Executive  Office  for 
United  States  Attorneys.  As  a  result  of  these  limitations, 
and  the  cost  savings  achieved  in  response  to  them,  the  goal 
of  the  hiring  freeze  was  modified  from  9  percent  less  than 
authorized  staffing  levels  to  only  5  percent,  earlier  this 
year.  If  further  savings  are  identified  and  implemented,  it 
may  be  possible  to  ease  the  hiring  limitations  still 
further.  .. 

As  difficult  as  the  freeze  has  been,  especially  at  a  time 
when  new  priorities  have  been  articulated  and  new  crimes 
made  Federal,  it  has  also  presented  the  opportunity 
indeed,  the  requirement  —  for  both  leadership  and  manage¬ 
ment  in  United  States  Attorneys  offices  around  the  country. 
New  United  States  Attorneys  and  their  staffs  have  found 
innovative  and  important  ways  in  which  to  reduce  costs  and 
focus  upon  the  most  critical  of  priorities.  We  have  taken 
this  period  of  difficulty  as  one  that  also  presents  opportu¬ 
nities  to  function  in  the  most  efficient  and  effective  ways 
possible. 

Some  of  the  proposals  that  allow  us  to  do  a  more  efficient 
job  in  managing  new  responsibilities  as  well  as  existing 
ones  include  the  enhanced  use  of  paralegals,  better  legal 
management  and  better  planning  and  review  with  Federal 
investigative  agencies.  We  will  also  seek  to  increase 
coordination  and  cooperation  between  Federal,  State  and 
local  prosecutors  and  Investigators  to  make  better  use  of 
limited  resources.  Finally,  in  compliance  with  the  Presi¬ 
dent's  mandate  to  reinvent  government,  the  Department  is 
working  to  simplify  internal  procedures  in  areas  covering 
Departmental  review  or  approval  of  field  activities. 

QUBSTIONi  The  Federal  Bureau  of  investigation  (FBI) 
Dlreotor  announced  last  month  that  600  FBI  agents  would  be 
transferred  from  administrative  positions  to  investigative 
porition  in  the  field.  I  support  this  move  and  have 
advocated  fewer  *'desk*'  agents  for  several  years. 

My  concern  now,  however,  is  with  the  United  states  Attor¬ 
ney's  ability  to  keep  up  with  the  additional  prosecutions 
generated  by  these  agents. 

In  light  of  the  additional  reductions  proposed  for  Assistant 
United  States  Attorneys,  what  impact  will  the  large  increase 
in  Federal  investigators  have  on  their  ability  to  keep  up 
with  prosecutions? 

ANSWER:  As  the  transfers  and  subsequent  investigations 

begin  to  produce  cases  it  will  be  necessary  for  the  United 
States  Attorneys'  offices  to  respond  to  changing  circum- 
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stances.  Some  of  the  additional  workload  can  be  absorbed 
through  tighter  management  and  technical  improvements  in 
procedures  and  equipment.  The  balance  will  be  met  by 
reassessing  case  priorities,  and  shifting  resources  within 
the  affected  Districts.  In  some  cases,  this  will  mean 
lesser  priority  items  may  take  longer  to  address  or  they  may 
be  shifted  to  a«iministratlve  or  State  disposition  in 
partnership  with  our  local  counterparts.  This  is  part  of 
the  normal  cycle  of  shifting  priorities  and  problems  in 
individual  districts.  As  in  many  areas,  United  States 
Attorneys  will  need  to  make  choices  based  not  only  on  case 
provability  but  also  upon  achieving  maximum  deterrence 
impact.  Furthermore,  because  of  delays  caused  by  the  need 
to  free  up  funds  to  pay  for  relocations  of  agents  and  the 
lead  time  to  begin  producing  prosecutable  cases,  the  initial 
impact  of  the  transfers  will  be  small,  allowing  for  adjust¬ 
ments  over  several  fiscal  years. 

FutMrg  Qt  Qr.qflnizQd  grimeJP]a^Enf9rcgpgnt--Tj>gk.  r9ggQ9 

QUBBTZONi  Since  1990,  the  organised  Crime  Drug  Enforcement 
Task  Force  (OCDETF)  program  has  been  funded  through  a  single 
account  at  the  Department  of  Justice.  Eleven  Federal  law 
enforcement  entities  are  reimbursed  for  their  participation 
in  OCDETF  cases. 

The  OCDETF  program  was  originally  designed  to  set  policy  and 
direct  resources  to  the  agencies  as  needed  —  but,  the  level 
of  reimbursement  is  now  set  in  the  appropriation  request  and 
it  seems  the  Department's  OCDETF  program  at  this  time  simply 
functions  as  a  "pass  through"  of  resources  to  these  enti¬ 
ties. 

With  your  recently-announced  initiative  to  fight  violent 
crime  through  the  establishment  of  Federal,  State  and  local 
task  forces  working  together  in  the  investigation  and 
prosecution  of  violent  crimes,  have  you  given  any  thought  to 
dismantling  the  separate  OCDETF  program,  transferring  the 
monies  earmarked  for  the  various  OCDETF  participating 
agencies  back  to  the  agencies  for  them  to  use  as  they  deem 
more  appropriate,  either  on  drug  task  forces  or  violent 
crime  task  forces? 

Wouldn't  such  a  move  greatly  improve  the  likelihood  of 
success  of  your  new  violent  crime  initiative  since  these 
task  forces  are,  as  of  yet,  unfunded? 

Is  this  an  area  that  perhaps  your  Director  for  Investigative 
Agency  Policies  —  Director  Freeh  —  should  pursue? 

It  seems  to  me  that  moving  these  monies  back  into  the 
participating  agencies  would  remove  a  layer  of  bureaucracy 
while  giving  agencies  greater  flexibility  in  managing  their 
resources  to  fight  drugs  and  violence.  Would  you  agree? 

ANSWER;  The  OCDETF  program  was  created  in  1982  to  improve 
Federal  efforts  to  respond  to  the  power  of  major  drug 
trafficking  organizations.  Targeting  the  highest  level 
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organizations,  the  persons  who  lead  them,  and  their  illegal 
assets  through  creating  an  environment  in  which  all  Federal 
drug  enforcement  and  prosecution  officials  could  join  with 
their  State  and  local  counterparts  has  proven  to  be  eminent¬ 
ly  successful. 

By  consistently  monitoring  and  refining  the  management 
process,  the  OCDETF  program  has  reached  a  high  level  of 
maturity  and  productivity.  It  has  become  the  :  odel  for 
comprehensive  and  well  coordinated  efforts  to  deal  with 
major  drug  trafficking  and  drug-related  criminal  activities. 

The  February,  1994  National  Drug  Control  Strategy  states: 

”The  multi-agency  task  forces  are  exemplified  by  the 
Organized  Crime  Drug  Enforcement  Task  Forces,  which 
work  with  senior  Federal  prosecutors  and  often  involve 
State  and  local  authorities.  The  Task  Forces  can  (1) 
utilize  the  range  of  Federal  investigative  and  prose¬ 
cutive  tools,  as  well  as  associated  seizure  and 
forfeiture  laws;  (2)  facilitate  cooperation  among  all 
levels  of  government;  and  (3)  provides  a  means  of 
combining  skills  and  resources  to  achieve  the  greatest 
effects  against  drug  traffickers.  Use  of  such  Task 
Forces  can  help  bridge  the  gaps  in  enforcement  between 
those  efforts  that  are  uniquely  Federal  and  those  that 
are  successfully  undertaken  by  State  and  local  author¬ 
ities.  In  this  way,  all  levels  of  drug  trafficking  — 
from  the  international  suppliers  through  the  transpor¬ 
tation  and  financial  service  providers,  to  the  whole¬ 
salers,  to  the  street  corner  retailers  —  can  be 
targeted  by  law  enforcement”. 

1993  marked  the  11th  anniversary  of  the  OCDETF  program. 
During  the  first  eleven  years  of  operation,  the  Task  Force 
has  recorded  impressive  results.  From  its  inception  late  in 
1982,  the  program  has  initiated  6,171  investigations 
resulting  in  16,768  indictments  or  informations,  34,375 
members  of  criminal  organizations  have  been  convicted  and 
29,444  or  88  percent  have  been  incarcerated,  8,907  of  which 
are  serving  over  ten  years  in  prison  for  their  crimes. 
During  this  same  period,  over  $2.8  billion  in  cash  and 
property  have  been  seized. 

The  consolidated  budget  process  has  resulted  in  the  follow¬ 
ing  management  improvements: 

-  Accountability.  By  placing  all  of  the  resources  for 
Federal  agency  participation  in  the  OCDCTF  program  in  a 
consolidated  appropriation,  accountability  is  achieved. 
Congress  no  longer  must  gather  resource  information  from 
eleven  separate  agencies,  but  need  only  look  to  the 
Attorney  General  for  an  accounting  of  the  level  of 
resource  dedication  to  this  program. 

-  control.  It  is  clear  that  Congress  realized  account¬ 
ability  could  not  be  achieved  without  vesting  control  of 
the  resources  in  one  place.  The  establishment  of  the 
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Organized  Crime  Drug  Enforcement  appropriation  in  the 
Department  of  Justice,  under  the  direct  control  of  the 
Attorney  General,  has  accomplished  this  goal. 

-  Flexibility.  The  process  of  reimbursements  to  partic¬ 
ipating  agencies,  and  the  authority  to  reallocate  re¬ 
sources  among  agencies  and  the  Task  Forces  are  clearly 
intended  to  provide  the  Attorney  General  with  the  flexi¬ 
bility  to  manage  the  OCDETF  program  efficiently  and 
effectively. 

In  regard  to  the  violence  problem,  OCDETF  has  been  an 
aggressive  force  against  vfolent  crime. 

In  June,  1994,  the  Eastern  District  of  Missouri  brought  to 
an  end  the  longest  criminal  trial  in  the  history  of  St. 
Louis.  U.S.  V.  Jerry  Levis,  et.  al.  was  a  fifteen  defendant 
RICO  indictment  brought  by  OCDETF.  The  target  of  this 
investigation  was  a  violent  drug  trafficking  organization 
that  operated  under  the  cover  of  a  religious  group  known  as 
the  Moorish  Science  Temple  of  America.  The  Drug  Enforcement 
Administration  (DEA)  attributes  33  percent  of  all  of  the 
cocaine  distributed  in  the  St.  Louis  area  to  this  organiza¬ 
tion.  The  members  of  the  Moorish  Science  Temple  maintained 
their  power  through  a  ruthless  pattern  of  violence  including 
twelve  acts  of  homicide. 

Two  of  the  fifteen  defendants  received  sentences  in  excess 
of  twenty-five  years,  three  others  plod  guilty  and  agreed  to 
cooperate  as  witnesses.  The  nine  principals  all  received 
life  sentences. 

To  further  illustrate  OCDETF 's  work  on  violence,  the  United 
States  Attorney  for  the  Northern  District  of  Georgia  reports 
that  ”our  focus  has  not  only  been  on  drugs  and  money 

laundering  but  also  on  the  violence  associated  with  it.  It 
has  been  our  experience  that  most  crimes  of  violence  are  in 
some  way  drug  related.  Consequently,  under  the  OCDETF 
umbrella,  we  have  handled  our  share  of  Triggerlock,  Armed 
Career  Criminal  and  other  violent  gang-related  crimes. 

To  give  you  some  examples: 

•  In  the  Western  District  of  North  Carolina,  a  Violent 

Crimes  Task  Force  was  created  under  OCDETF  to  look  at  the 
growing  problem  of  the  violence  associated  with  persons 
from  Guyana,  Jamaica  and  the  Dominican  Republic  in  the 
Charlotte  area.  With  agents  from  the  Bureau  of  Alcohol, 
Tobacco  and  Firearms  (BATF)  and  the  Immigration  and 

Naturalization  Service  working  with  the  Charlotte  Police 

Department  and  the  Mecklenburg  County  Police  Department, 
49  indictments  charging  244  defendants,  including  a 
number  of  juveniles,  have  been  returned. 

•  In  the  Eastern  District  of  Tennessee,  they  were  experi¬ 
encing  significant  problems  with  crack  cocaine  in  the 
housing  projects  of  Chattanooga.  These  persons  also 
dealt  extensively  in  stolen  handguns,  especially  large 
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caliber  handguns.  A  task  force  operating  under  the 
OCDETF  umbrella  consisting  of  BATF,  DEA  and  FBI  agents  as 
well  as  officers  from  the  Chattanooga  Police  Department 
and  the  Hamilton  County  Sheriff's  Office  was  formed  to 
address  the  problem.  To  date,  127  indictments  charging 
well  over  300  persons  have  been  returned. 

In  conclusion,  the  Department  is  regularly  reviewing  options 
for  improving  the  Federal  law  enforcement  and  prosecution 
capacity,  especially  in  cooperation  with  our  State  and  local 
counterparts.  I  believe  that  OCDETF  has  accomplished  a 
great  deal  and  that  there  are  major  lessons  to  be  learned 
from  this  program.  I  will  examine  OCDETF  along  with  all 
other  programs  from  this  perspective  and  will  make  my 
recommendations  based  on  the  best  and  most  productive 
approaches  possible. 

I  believe  that  the  key  to  success  in  combatting  violent 
crime  is  in  establishing  standard  operating  procedures  that 
encourage  the  widest  possible  dissemination  of  information 
and  expertise  across  the  full  spectrum  of  law  enforcement 
agencies.  The  kind  of  cooperative  partnership  between 
Federal,  State  and  local  law  enforcement  agencies  that  is 
necessary  to  address  violent  crime  has  existed  for  more  than 
a  decade  under  the  auspices  of  the  OCDETF  program,  and 
should  serve  as  a  model  of  how  we  can  do  more  with  less. 

Independent  of  the  issue  of  the  funding  needs  of  the  new 
violent  crime  initiative,  I  have  been  considering  options 
available  to  provide  additional  flexibility  in  the  use  of 
appropriated  resources  for  Federal  law  enforcement  agencies 
and  prosecutors.  Your  observation  that  dismantling  OCDETF 
and  moving  the  resources  back  to  participating  agency 
budgets  would  eliminate  a  layer  of  bureaucracy  and  give  the 
agencies  greater  flexibility  in  managing  resources  might  be 
correct  from  the  headquarters  perspective.  However,  it 
should  be  noted  that  one  of  the  reasons  the  OCDETF  program 
is  so  successful  is  that  management  of  the  cases  is  handled 
in  the  field,  not  in  Washington.  The  Coordinating  Commit¬ 
tees  in  each  of  the  thirteen  OCDETF  Regions  are  ideally 
suited  to  be  able  to  find  and  dedicate  necessary  resources 
to  cases  in  an  efficient  and  expeditious  manner,  without  the 
necessity  of  clearance  from  headquarters  or  the  concerns  of 
adhering  to  strict  field  office  planning  targets  dictated 
from  Washington.  While  resource  planning  and  allocation  at 
the  national  level  is  important  for  any  law  enforcement 
agency,  day-to-day  decisions  about  how  best  to  apply  limited 
resources  should  be  delegated  to  the  field. 

Increased  Funds  for  Prison  Operations 

QUESTIONS  I  see  where  the  Department  has  requested  a  $457 
million  increase  to  operate  the  Federal  Prison  System  in 
fiscal  year  1995.  $260  million  of  the  increase  will  provide 
full  year  funding  of  the  12  new  facilities  scheduled  to  come 
on  line  this  year  (1994)  and  another  $101  million  will  cover 
the  cost  of  opening  12  more  facilities  in  1995.  That's  24 
new  Federal  prison  facilities  scheduled  to  open  in  1994  and 
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1995.  Unfortunately r  that  $457  Billion  is  a  mighty  big 
inoraaaa  and,  depending  on  our  602(b)  allocation,  it  nay  bo 
difficult  to  provido  fully. 

That  oonaaquanooj  will  the  Federal  Prison  System  face  in 
1995  if  this  significant  increase  in  funds  is  not  provided? 
Are  there  facilities  that  you  plan  to  open  in  September  1994 
that  will  remain  vacant  if  the  funds  sought  in  1995  are  not 
provided? 

ANSWER:  The  conseguences  of  insufficient  funding  would  be 
significant.  With  Federal  prisons  being  filled  beyond 
capacity  almost  as  soon  as  they  begin  accepting  inmates,  it 
would  be  unwise  to  build  prisons  and  not  provide  operational 
resources.  The  amounts  required  to  operate  new  facilities 
simply  cannot  be  absorbed.  Thus,  if  resources  are  not 
provided,  overcrowding  will  rise  to  dangerously  high  levels, 
and  new  facilities  will  likely  remain  vacant  until  funds 
become  available. 

To  demonstrate  the  full  impact  of  insufficient  funding  it  is 
critical  to  note  that  the  1995  budget  includes  funding  for 
a  total  of  over  19,000  beds  (approximately  9,500  annualized 
from  1994,  and  9,673  tor  1995). 

The  facilities  scheduled  to  open  in  September  and  October  of 
1994  (Florence  Federal  Correctional  Complex  (Administration 
Maximum  Security) ,  Cumberland  Federal  Correctional  Institu¬ 
tion  (FCl) ,  Pekin  FCI,  and  Greenville  FCI)  will  not  be  able 
to  proceed  with  full  activation  and  will  likely  remain 
vacant  if  the  full  Department  request  is  not  provided.  The 
levels  of  overcrowding  that  would  be  produced  without  the 
activation  of  new  facilities  will,  without  question,  cause 
working  and  living  conditions  to  degenerate. 

Impact  of  Crime  Bill  on  Federal  Prison  Population 

QUESTIONS  I  note  where  your  budget  projects  an  average 
daily  Federal  prison  population  of  92,667  in  1995  —  an 
increase  of  8,445  from  the  average  daily  population  of 
84,222  expected  in  1994.  What  is  the  current  rate  of 
capacity  in  the  Federal  System  and  the  current  rate  of 
overcrowding? 

Given  all  that  is  on  the  table  with  regard  to  expanding  the 
Federal  Criminal  Code  in  the  pending  crime  bills,  and  using 
your  judgement  as  to  which  provisions  will  likely  be 
enacted,  do  you  anticipate  an  even  faster  rate  of  growth  in 
the  Federal  prisoner  population  than  that  being  generated  by 
current  policy? 

How  will  increased  Federal  priscn  overcrowding  affect  the 
management  of  our  prison  system? 

ANSWER:  As  of  March  17,  1994,  the  Bureau  of  Prisons  (BOP) 
housed  83,587  inmates,  with  a  rated  capacity  of  60,785  —  38 
percent  over  capacity.  By  State  correctional  standards, 
this  is  equivalent  to  70  percent  overcrowding. 
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Ag  you  know,  BOP  forecasts  inmate  population  and  formulates 
resource  requirements  based  on  current  laws  and  criminal 
justice  initiatives.  Any  changes  in  these  initiatives  could 
affect  our  inmate  population  and  resource  needs  significant¬ 
ly.  We  have  reviewed  and  provided  comments  on  various  bills 
introduced  in  the  first  session  of  the  103rd  Congr-r-^s,  and 
we  believe  that  some  provisions  could  produce  an  even  faster 
rate  of  growth  than  our  current  estimates  show. 

There  are  several  management  problems  caused  by  prison 
overcrowding.  Perhaps  the  most  obvious  and  unsettling  is 
the  potential  increase  in  inmate  violence  inflicted  upon  BOP 
staff  or  other  inmates.  As  crowding  has  gone  up,  so  too 
have  our  negative  indicators.  During  the  past  year,  the 
rates  of  homicides,  suicides,  and  assaults  on  inmates  and 
staff  have  all  risen. 

Between  1991  and  1993,  there  was  an  11-percent  increase  in 
assaults  (in  1993,  there  were  2,539  assaults  of  which  51 
percent  were  against  staff).  Between  1989  and  1993, 
disruptive  group  incidents  have  increased  by  288  percent, 
while  the  population  has  grown  by  58  percent.  In  1993  and 
1994,  seven  significant  disturbances  have  resulted  in  major 
property  damage  and  financial  costs  of  approximately 
$2,956,000.  Further,  the  number  of  inmates  with  offenses 
related  to  gangs,  firearms,  and  robbery  have  increased.  The 
population,  in  general,  has  become  significantly  more 
disruptive,  aggressive,  and  prone  to  violence.  In  1992, 
there  were  four  homicides;  in  1993,  there  were  seven;  and  in 
1994,  there  have  been  nine  homicides  to  date. 

Unobligated  Balance  of  Pr Ison _Constr_uct ion  _Fundg 

QUESTION:  As  va  can  see  from  the  24  new  prison  facilities 
coming  on  line  in  1994  and  1995,  the  Federal  Government  has 
been  aggressively  undertaking  the  construction  of  new 
Federal  prisons  over  the  last  several  years. 

With  these  new  facilities  coming  on  line,  where  do  we  now 
stand  in  terus  of  the  remaining  unobligated  balance  in  the 
Federal  prison  construction  account?  Row  many  new  prisons 
would  you  estimate  are  in  the  pipeline  and  plan  to  be  built 
using  the  balances  in  the  prison  construction  account?  Can 
you  projeot  what  the  activation  costs  of  these  new  facili¬ 
ties  will  be  and  when  we  can  expect  to  be  hit  with  them? 

ANSWER:  You  are  correct.  BOP  has  been  moving  quickly  over 
the  past  few  years  as  evidenced  by  the  activation  funds 
requested  in  this  budget.  Currently,  BOP's  Buildings  and 
Facilities  appropriation  has  approximately  $1.4  billion  in 
unobligated  balances.  Of  that  amount,  over  $1.1  billion  is 
to  construct  new  prison  beds.  All  of  these  funds  are 
committed  against  projects  under  initial  sitework  or  design. 

We  estimate  that  about  $1  billion  will  be  carried  forward 
into  1995  to  continue  and  complete  the  new  construction 
projects.  Of  the  36  prisons  scheduled  to  come  on-line,  31 
have  remaining  unobligated  balances.  Consistent  with  the 
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ti«ie  required  to  plerii  design,  and  construct  a  prison 
properly,  the  last  of  these  projects  will  be  completed  in 
1998.  We  also  estimate  that  annualization  and  new  activa¬ 
tion  resources  will  require  an  average  increase  of  $350 
million  over  each  of  the  next  five  years. 

Siipervision  of  Teamsters  Election 

QUBSTlONs  I  note  where  the  only  program  inorease  sought  for 
the  United  states  Attorneys  is  nearly  $7  million  to  pay  the 
first  year  costs  of  an  independent  Election  Officer  to 
supervise  the  1996  election  of  officers  of  the  international 
Brotherhood  of  Teamsters  (XBT) • 

Why  is  the  Department  of  Justice  being  asked  to  fund  the 
oversight  of  this  election?  can't  the  monies  come  from  the 
Teamsters  General  Fund? 

Does  Justice  plan  to  fund  the  Election  Officer  even  if  the 
Congress  does  not  add  new  monies  to  the  United  States 
Attorneys  account  for  this  purpose? 

ANSWER:  The  1989  Consent  Decree  in  United  States  v.  IBT 
provided  for  the  supervision  of  the  1991  and  1996  Interna¬ 
tional  Union  Officer  Elections  by  an  independent  Election 
Officer.  The  Consent  Order  mandated  the  use  of  a  newly- 
devised  election  procedure,  including  direct  voting  for 
International  Officers  by  the  1,6  million  union  members.  In 
1991,  the  IBT  paid  all  the  costs  of  supervision.  The 
Consent  Decree  provides  that,  for  1996,  the  Government  can 
have  an  independent  Election  Officer  conduct  the  supervision 
at  Government  expense.  This  election  in  1996  will,  in  all 
likelihood,  be  the  last  opportunity  in  this  generation  to 
nurture  democratic  participation  of  the  membership  in  union 
governance  through  intensive  election  supervision.  The  IBT 
will  never  again  voluntarily  subject  itself  to  this  sort  of 
scrutiny,  and  it  took  the  Government  decades  to  assemble 
proof  of  corruption  sufficient  to  warrant  requesting  this 
far-reaching  relief  from  a  court.  Control  over  the  union 
continues  to  be  a  valuable  prize;  corrupt  control  affects 
not  just  the  union  membership,  but  the  national  economy  and 
the  public  interest. 

The  Subcommittee  should  allocate  approximately  $7  million 
for  this  purpose  because  a  decision  not  to  fund  the  super¬ 
vision  of  the  1996  election,  we  firmly  believe,  would  undo 
the  extensive  work  and  efforts  that  the  Department  has  made 
to  free  the  IBT  from  mob  control  and  could  be  perceived  as 
an  abandonment  of  the  commitment  to  rid  the  IBT  of  mob 
infiltration.  The  Department's  efforts  have  been  closely 
followed  by  Senator  Nunn's  Permanent  Subcommittee  on 
Investigations  which  held  three  days  of  hearings  in  1989 
following  the  signing  of  the  Consent  Decree  in  the  civil 
RICO  case.  Senator  Nunn  described  the  Consent  Decree  as  an 
''historic  agreement"  and  noted  that  "...  the  Subcommittee 
has  repeatedly  expressed  its  view  that  the  union  must  free 
itself  of  any  association  with  organized  crime  in  order  to 
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adequately  serve  the  interest  of  many  honest  and  law-abiding 
rank-and-file  members  across  this  country.” 

Although  the  importance  of  the  Government's  involvement  in 
the  IBT  election  is  unquestioned,  we  cannot,  at  this  time, 
commit  to  funding  the  Elections  Officer  if  new  monies  are 
not  made  available. 

United  States..N^rsh^l.s.  gervige 

QUBSTXONt  I  see  where  you  have  requested  an  increase  of 
nearly  $17  million  for  the  United  States  Marshals  Service  to 
perform  its  highest  priority  mission  —  Protection  of  the 
Judicial  Process. 

With  the  filling  of  100  new  Federal  judgeships  expected  this 
year  alone,  and  another  60  projected  in  1995,  the  Marshals 
Service  is  already  under  pressure  to  ensure  the  protection 
of  the  Federal  courts. 

In  order  to  ensure  the  safe  operation  of  our  judicial 
process,  are  there  areas  of  the  United  States  Marshals 
operations  that  you  would  curtail  In  1994  or  1995,  If 
necessary? 

If  the  current  pace  of  filling  judgeships  keeps  up  —  I 
believe  33  have  been  filled  since  October,  1993,  and  28  are 
pending  in  the  Senate  —  will  you  need  to  reprogram  funds 
from  another  justice  function  to  ensure  the  ridequate  safety 
of  our  courts? 

ANSWER:  The  United  States  Marshals  Service  will  always 
place  its  highest  priority  on  che  protection  of  the  judicial 
process  when  allocating  its  resources.  But,  providing 
adequate  protection  for  Federal  courthouses  and  judicial 
officers  has  become  incieasingly  difficult  as  the  number  of 
Federal  judges  and  court  locations  have  expanded. 

In  1994,  in  order  to  meet  the  payroll  costs  of  maintaining 
adequate  permanent  personnel  for  its  mission  activities  and 
pay  rent  for  space  in  new  court  locations,  the  Marshals 
Service  has  reduced  funds  available  for  other  costs,  such  as 
overtime,  guards,  local  travel  expenses,  supplies,  and 
equipment.  Reductions  to  guard  and  overtime  funding  have 
required  Deputy  Marshals  to  devote  more  of  their  available 
hours  to  the  primary  missions  of  courtroom  and  prisoner 
security,  and  fewer  to  fugitive  apprehension,  seized  asset 
management  and  service  of  process.  As  a  result,  less  work 
is  accomplished  in  these  areas. 

These  difficulties  will  Increase  as  current  judicial 
vacancies  are  filled  and  additional  court  facilities  are 
opened.  The  103  new  Deputy  Marshal  positions  requested  in 
the  1995  budget  will  allow  the  Marshals  Service  to  meet  the 
staffing  requirements  generated  by  these  new  judges. 
However,  because  the  Marshals  Service  will  be  required  to 
provide  extraordinary  security  measures  at  several  very  high 
threat  trials  during  1995,  such  as  the  second  World  Trade 
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Center  bonbing  trial,  tUe  Department  is  evaluating  whether 
the  1995  request  will  provide  sufficient  resources  for  the 
Marshals  Service  to  meet  the  requirements  posed  by  the 
opening  of  new  courthouses.  If  we  determine  that  the 
Service  does  not  have  sufficient  resources,  we  will  make 
reallocations  within  Departmental  resources  to  correct  the 
deficiencies. 


Crime  CQntrpl 

QUESTION:  Over  $2.4  billion  of  the  Department's  $2.8 
billion  increase  in  funding  is  designated  for  programs 
within  the  Crime  control  Fund. 

If  a  orime  bill  is  not  enacted  or  if  a  separate  crime 
Control  Fund  is  not  established  in  the  orime  bill  that 
ultimately  becomes  law,  is  it  your  understanding  that  the 
President's  budget  includes,  within  the  discretionary  caps, 
this  additional  $2.4  billion  in  orime  fighting  monies  for 
the  Department  of  Justice? 

ANSWER:  It  is  our  understanding  that  the  $2.4  billion, 
Included  In  the  Department's  1995  request  for  the  Crime 
Control  Fund,  is  within  the  discretionary  caps. 

QUESTIONS  The  Department's  request  for  the  $2.4  billion  in 
the  Crime  Control  Fund  specifically  identifies  $1.8  billion 
for  community  policing  grants;  $100  million  for  criminal 
records  upgrades;  and  $300  million  for  increase  border 
control  efforts.  The  remaining  $303  million  is  unidenti¬ 
fied. 

What  programs  would  you  support  funding  with  this  $303 
million? 

ANSWER:  The  $303  million  In  other  Crime  Control  Funds  may 
be  used  for  progr#*ms  such  as  boot  camps,  drug  court  pro¬ 
grams,  police  corps,  and  law  enforcement  technology  initia¬ 
tives. 

QUESTIONS  Would  you  support  restoring  the  State  and  local 
formula  grant  program  with  these  resources? 

ANSWER:  In  general,  I  believe  that  the  Department's 
request,  which  increases  aid  to  State  and  local  law  enforce¬ 
ment  agencies  by  $1.8  billion,  a  300-percent  increase,  will 
more  than  offset  the  loss  of  programs  funded  through  the 
Byrne  grants.  At  the  same  time,  I  recognize  that  one  major 
problem  with  the  elimination  of  the  Byrne  formula  grants  may 
be  the  loss  of  funding  for  law  enforcement  officers  partici¬ 
pating  in  existing  Hultilurifldictionnl  TwpX  Fcrcitt.  In 
1993,  it  is  estimated  that  $125  million  of  the  total  formula 
grant  funding  of  $358  million  was  used  to  support  task  force 
efforts. 

Therefore,  we  have  identified  $125  million  in  the  Adminis¬ 
tration's  1995  budget  request  that  can  be  used  in  order  to 
fund  them.  The  proposed  offsets  to  the  pending  request 
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include:  a  $50  nillion  reduction  in  the  public  safety  and 
coHUBunity  policing  grants  for  1995;  $50  nillion  from  the 
proposed  increase  for  funding  Byrne  discretionary  grants; 
and  $25  nillion  from  the  proposed  $69  nillion  increase  in 
funding  for  the  Office  of  Juvenile  Justice  and  Delinquency 
Prevention.  The  Administration  is  also  supporting  an 
anendnent  to  the  crime  bill  to  make  the  Byrne  grant  program 
eligible  for  funding  from  the  Crime  Control  Fund.  This  is 
necessary  to  permit  use  of  the  $50  million  offset  from  the 
policing  grants  for  Byrne  grant  funding. 

It  is  also  possible  that  the  $125  million  could  be  provided 
from  the  $303  million  in  requested  Crime  Control  Funds. 
However,  given  the  many  valuable  programs  authorized  In  the 
Crime  Bill,  it  would  be  difficult  to  support  full  restora¬ 
tion  of  the  Byrne  formula  grants  from  this  source. 

Justice  Spending  bv_ State 

QUBSTIONf  By  bureau,  and  where  possible  by  program,  please 
provide  Justice  Department  full<-time  equivalent  (FTB) 
employment  and  spending  for  1994  by  state  and  territory. 
Please  provide  your  forecasts  for  1995  based  on  your  budget 
submission.  Where  programs  cannot  be  forecast  by  State  — 
such  as  discretionary  grants  please  note. 

ANSWER:  Charts  providing  the  Department's  planned  obliga¬ 
tions  by  State  and  territory  are  attached.  This  information 
is  provided  by  State  and  by  Justice  account  for  1993  (actual 
obligations),  and  for  1994  and  1995  (estimated  obligations). 
The  Department  does  not  maintain  FTE  information  by  state 
and  territory.  We  are  attempting  to  gather  this  information 
and  will  provide  it  to  the  Subcommittee  separately. 


77.190-94-11 
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oepARTMecr  Of  jusiKC 

qeoqraphk:  oiSTnauTKM  Of  oeuQAi 

POLLAR8  rN  TH0U6AN06) 


ALABAMA 

1993  1994  1999 

APPBOPnATK>N  ACTUALS  ESTIMATE  ESTIMATE 

OENER^  ADM<NI3TTV^TXX^ . 

INSPECTOR  GENERAL . 

CRIME  CONTROL  FUND . ** 

WEED  AND  SEED  FUND . •* 

QUANTXX)  TRAINING  CENTER . 

U.8.  PAROLE  COMMISSION . 


GENERAL  LEGAL  ACT1V1T1G3: 

80LX:iT0R  GENERAL . 

TAXDMSON . 

CRIMINAL  DfVISON . . 

CIVIL  OMSON . 

ENVIRONMENT  &  N/\TURAL  RESOURCES  DIVK 

OFFICE  OF  LEGAL  COUNSEL . 

CIVIL  RIGHTS  OMSON . 

INTERPOL . 

LEGAL  ACTIVITIES  AUTOMATION . 

SPECIAL  COUNSEL  FOR  018CRIMINATX)N . 

TOTAL  GENERAL  LEGAL  ACTIVITIES . . 

ANTITRUST  DIVISION . 

US  ATTORNEYS . 

FOREIGN  CLAIMS  SETTLEMENT  COMMISSION 

US  MARSHALS . 

SUPPORT  OF  U.S.  PRISON0T3 . 

COMMUNITY  RELATIONS  SERVICE . 

U.8.  TRUSTEES . 

RADIATION  COMPENSATION  AOMIN  EXP . 

RADIATION  COMPENSATION  TRUST  FUND . 

ORGANIZED  CRIME  DRUG  ENFORCEMENT . 

FEDERAL  BUREAU  OF  INVESTIGATION . 

DRUG  ENFORCEMENT  ADMirtSTRATKX^ . 

IMMIGRATIONS  NATURAUZAT10N  SERVICE... 

FEDERAL  PRISON  SYSTEM; 

SALARIES  a  E»>ENSES . 

NATIONAL  INSTITUTE  OF  CORRECTIONS . 

BUILDINGS  &  FAaUTieS . 

TOTAL  FEDERAL  PRISON  SYSTEM . 

OFFICE  OF  JUSTICE  PROGRAMS . ** 

FEES  &  EXPENSES  OF  WITNESSES . 

INDEPENDENT  COUNSEL . 

CIVIL  U0.  PUB.  EDUCATION  FUNb . 

PRE- MERGER  RUNG  FEES . 

PUBLIC  SAFETY  OFFICERS  BENOnTS....** 
ASSETS  FORF  FUND  PERM  BUDGET  AUTHORI 

OIVERSK>N  CONTROL  FEE . 

IMMIGRATION  &  NATURAUZATION  FEES . 

CRIME  VICTIMS  FUND . 

TOTAL  DEPARTMENT  OF  JUSTICE . 


4 

4 

4 

79 

75 

75 

60 

79 

79 

12^75 

13,064 

12,912 

4,419 

4,907 

5,644 

2,690 

3,532 

3,968 

2,634 

2.606 

2,716 

14,856 

15,560 

19,133 

922 

652 

720 

6S5 

702 

761 

29,743 

62,232 

33.865 

2,667 

2  261 

2,261 

2,710 

2.t560 

5.166 

35,120 

37,043 

41,292 

9,302 

7,033 

993 

1,399 

1,443 

1,467 

360 

127 

3,064 

3,442 

3,306 

59 

204 

210 

115 

129 

141 

2.513 

1,694 

1,192 

00,893 

92,778 

91,453 

**  NOTE:  For  1994  and  1999  granti  ara  no 
by  ttala,  tlnoa  Nstofical  information  It  not  f 
oMgatlont. 
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OB>ARTlylENT  OF  JUSTICE 
QEOOrvmC  DI8Tni8LnK>N  OF  OeUQAl 
POOARS  IN  THOUSANDS) 


ALASKA 


APPROPniAlX)N 

QENERN.  ADMINetRADON . 

INSPECTOR  GENERAL . 

CRIME  CONTROL  FUND . 

WEED  AND  SEED  FUND . 

QUANnOO  TRAINMQ  CBOER.. 
U.8.  PAROLE  C0MM»8I0N . 


1903 

ACTUALS 


ESTIMATE 


1905 

ESTIMATE 


GENERAL  LEQAL  ACTIVmeB: 

SOUCnOR  GENERAL . 

TAX  DIVISION . 


CRIMINN.  DIVISION . 

15 

16 

16 

CML  DIVISION . 

36 

36 

36 

ENVnONMEKT  A  NATURAL  RESOURCES  DIVK 

424 

466 

513 

OFFICE  OF  LEGAL  COUNSEL . 

CIVIL  RIGHTS  DIVISION . 

INTERPOL . 

LEGAL  ACTIVITIES  AUTOMATION . . 

SP&XAL  COUNSEL  FOR  OISCRIMINA'nON . 

TOTAL  QENER/^  LEGAL  ACTMTIES . 

474 

517 

564 

ANTITRUST  DIVISION . 

US  ATTORNEYS . . . 

3,713 

3,946 

3,675 

FOREIGN  CLAIMS  SETTLEMENT  COMMISSION 

US  MARSHALS . 

3,226 

3,563 

4,120 

SUPPORT  OF  U.S,  PRISONffIS . 

1,682 

2,049 

2,302 

COMMUNITY  nELATWNS  SERVICE . 

U.S.  ■mUSTEES . 

463 

463 

520 

RADIATION  COMPENSATION  ADMIN  E»> . 

RADIATION  COMPENSATION  TRUST  FUND . 

ORGANIZED  CHIME  DflOQ  ENPOHCEMENT. . 

363 

361 

349 

FEDERAL  BUREAU  OF  INVEST! GATX>N . 

3,022 

3,165 

3,261 

DRUG  ENFORCEMENT  ADMIMSTRATKJN . 

416 

416 

424 

IMMIGRATION  A  NATURAUZATION  SERVICE.  .. 

1.751 

1,677 

2,033 

FEDERAL  PRISON  SYSTEM: 

SALARIES  A  E»>ENSES . 

NATK>NAL  INSTITUTE  OF  CORRECTIONS 

20 

17 

17 

BULDINQSAFAaUTIES . 

TOTAL.  FEDERAL  PRISON  SYSTEM . 

20 

17 

17 

OFFICE  OF  JUSTICE  PROGRAMS . ** 

2,251 

2,969 

600 

FEES  A  EXPENSES  OF  WITNESSES . 

404 

416 

430 

INDEPENDENT  COUNSEL . 

CIVIL  UB.  PUB.  EDUCATION  FUND . 

PRE-  MERGER  RUNG  FEES . 

PUBLIC  SAFETY  OFFICERS  BENEFITS 

ASSETS  FORF  FUND  PERM  BUDGET  AUTHOR* 

120 

2,066 

2,333 

2,237 

DIVERSK>N  CONTTTOL  FEE . . 

IMMIGRATION  a  NATVRAUZATION  FEES . 

1,678 

1,663 

2,052 

CRIME  VICTIMS  FUND . .** 

583 

706 

341 

TOTAL  DEPARTMENT  OF  JUSTICE . 

22,234 

24,727 

23,145 

**  NOTE:  For  1994  and  1995  granta  ara  no 
by  Male,  ainco  hMorlcal  Information  la  not  i 
obUgatlona. 
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DePARTWENT  OF  JUSTICE 

qeoqraphk;  d«tw0utk)n  oFoeuaM 

(POLLARS  IN  THOUSANDS) 


ARKANSAS 


1093  1004  1005 

APPROPRIATTON  ACTUALS  ESTIMATE  ESTIMATE 

GENERAL  ADMINISTRATION . 

INSPECTOR  GENERAL . 

CRIME  CONTROL  FUND . *• 

WEED  AND  SEED  FUND . ** 

QUANROO  TRAINING  CENTER . 

US.  PAflOlE  COMMISSION . 


GENERAL  LEGAL  ACTTVITIBS: 

SOUaTOR  GENERAL . 

TAX  DIVISION . 


CRIMINAL  DMSiON . 

IS 

16 

16 

CIVIL  DIVISION . 

37 

40 

40 

ENVIRONMENT  S  NATURAL  RESOURCES  OIVK 

OFFICE  OF  LEGAL  COUNSEL . 

CIVIL  RIGHTS  DIVISION . 

INTERPOL . 

LEGAL  ACTTVITIBS  AUTOMATION . 

SPEQAL  COUNSEL  FOR  DfSCRIMINATTON . 

TOTAL  GENERAL  LEGAL  ACTTVITIBS . 

52 

56 

56 

ANTITRUST  DIVISION . 

US  ATTORNEYS . 

5.376 

5,717 

5,611 

FOREIGN  CLAIMS  SETTLEMENT  COMMISSION 

US  MARSHALS . 

2.401 

2,667 

3,067 

SUPPORT  OF  U.8.  PRISONERS . 

721 

676 

967 

COMMUNITY  RELATIONS  SERVICE . 

U.8.  TRUSTEES . 

612 

637 

687 

RADIATION  COMPENSATION  ADMIN  EXP . 

RADIATION  COMPENSATION  TRUST  FUND . 

ORGANIZED  CRIME  DRUG  ENFORCEMENT . 

1.464 

1,449 

1,402 

FEDERAL  BUREAU  OF  INVESTIGATION . 

7.661 

8,044 

6,340 

DRUG  ENFORCEMENT  ADMIMSTTTATTON . 

016 

647 

713 

IMMIGRATION  &  NATURAUZATION  SERVICE  ... 

523 

561 

807 

FEDE  lAL  PRISON  SYSTEM: 

SALARIES  A  E»»ENSE8 . 

NATIONAL  INSTITUTE  OF  CORRECTIONS . 

8UILDINQS  &  FACIUTIES . 

3,769 

46.600 

11,500 

TOTAL  FEDERAL  PRISON  SYSTEM . 

3.769 

46,800 

11,500 

OFFICE  OF  JUSTICE  PROGRAMS . •* 

4,956 

4,946 

600 

FEES  A  EW>ENSES  OF  WITNESSES . 

750 

774 

796 

INDEPENDENT  COUNSEL . 

CIVIL  UB.  PUB.  H)UCAT10N  FUND . 

PRE-MERGER  RUNG  FEES . 

PUBLIC  SAFETY  OFFICERS  BENERTS...  .** 

ASSETS  FORF  FUND  PERM  BUDGET  AUTHOR! 

610 

1,601 

1,804 

1,732 

DIVERSION  CONTROL  FEE . 

56 

204 

210 

IMMIGRATION  A  NATURAUZATION  FEES . 

0 

0 

0 

CRIME  VICTIMS  FUND . .•* 

1,046 

1,330 

776 

TOTAL  DEPARTMENT  OF  JUSTICE . 

32.540 

78,716 

37,066 

**  NOTE:  For  1004  and  1005  grants  ara  no 
by  stats.  ilnoaNstortcal  Infoimatlon  Is  not  i 
obOgattons. 
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OB^AnnieiT  OF  JUSTICE 
QEOQAm«C  OWTfVOUTION  OF  OeUQAI 
<DOLLAR8  M  THOUSANDS) 


auzona 


1903  1994  1096 

APPROPfSATION  ACTUALS  ESTiyiATE  ESTiyUTE 

QBIERAL  ADMINISTRATION .  709  041  693 

INSPECTOR  GENERAL . .  001  010  031 

CRSyiE  CONTROL  FUND . •• 

WEED  AND  SEED  FUND . 


OUANRCO  TRAMNQ  OBITER . 

U.8.  PAROLE  COMM»8ION . 

GENERAL  LEGAL  ACTIVITIES: 

SOLICITOR  QBIERAL . 

TAX  DIVISION . 

CRSMNAL  DIVISION .  77  00  00 

CIVIL  DIVISION .  09  00  90 

B4V1RONMENT  S  NATURAL  RESOURCES  DMI 

OFFICE  OF  LEGAL  COUNSB . 

CIVILR»HTS  DIVISION . 

WTERPOL . 

LEGAL  ACTIVITIES  AUTOMATION . 

SPECIAL  COUNSa  FOR  DISCRUyONATION . 


TOTAL  GENERAL  LEGAL  ACTtVITIES . 

169 

170 

170 

ANTITRUST  DIVISION . 

US  ATTORNEYS . 

12.662 

13.379 

13.131 

FOREIGN  CLAIMS  SETTLEMENT  COMMISSION 

US  MARSHALS . 

3.927 

4.361 

6.016 

SUPPORT  OF  U,S.  PRISONERS . 

6.196 

6.332 

7,112 

COMMUNHY  RELATIONS  SERVICE . 

U.S.  TRUSTEES . 

2.031 

2.116 

2.260 

RAOIATX)N  COMPB48ATK)N  ADMIN  EXP . 

RADUTION  COMPENSATION  TRUST  FUND . 

1.171 

1.100 

600 

ORGANIZED  CRME  DRUG  ENFORCBIENT . 

6,777 

6.733 

6.646 

FEDERAL  BUREAU  OF  INVESTIGATION . 

19.139 

20,043 

20,762 

DRUG  ENFORCEMENT  ADMMISTflATION . 

6,096 

7.669 

7,563 

IMMIGRATION  6  NATURALIZATION  SERVICE .... 

66,013 

63.978 

63.676 

r<OERAL  PRISON  SYSTEM: 

SALARIES  A  EXPENSES . 

49.441 

63.676 

67.302 

NATIONAL  INSTITUTE  OF  CORRECTIONS . 

BUILDINGS  6  FACIUTIES . 

6.467 

2.641 

6,619 

TOTAL.  FB>ERAL  PH»ON  SYSTEM . 

54.926 

56.219 

64,121 

OFFICE  OF  JUSTICE  PROGRAMS . ** 

11.664 

7,126 

966 

FEES  6  EXPB4SE8  OF  WITNESSES . 

1.821 

1.679 

1,936 

INOEPBIDENT  COUNSa . 

CIVIL  LIB.  PUB.  EDUCATION  FUND . 

PRE-MERGER  FlUNCil  FEES . 

PUBLIC  SAFETY  OFFICERS  BENEFITS....** 

610 

124 

ASSETS  FORF  FUND  PERM  BUDGET  AUTHOR 

6.797 

7.616 

7.339 

DIVERSION  CONTROL  FEE . 

174 

612 

631 

IMMIGRATION  A  NATURALIZATION  FEES . 

3.616 

4.243 

4.676 

CRME  WCT1MS  FUND . .** 

1.430 

1.326 

1.119 

TOTAL  DEPARTMENT  OF  JUSTICE . 

196.712 

206.703 

206.376 

**  NOTE;  For  1094  and  1096  oranli  are  nor 
by  ttali.  alnoa  hNtorloal  MormaOon  It  r>ol  i 
ebigaiona. 
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D€PARTTyl€WT  OF  JUSTICE 
GEOGRAPHIC  OWTRIBUnON  OF  OBUQAT 
(DOOARS  IN  THOUSANDS) 


CAUFORNIA 


APPROPRIATK>N 

GENERAL  AOM(NISTRATX>N . 

INSPECTDRGENERAL . 

CRIME  CONTROL  FUND . 

WEED  AND  SEED  FUND . 

QUAhmCO  TRAINING  CENTER. 
US.  PAROIE  OOMMISSON . 

GENERAL  LEGAL  ACTlVITieS: 

SOUaTOR  GENERAL . 

TAX  DIVISION . 


CRIMINAL  OfVISON . 

272 

201 

260 

CIVIL  DIVISION . 

2,017 

2,098 

2,152 

ENVIRONMENT  &  NATURAL  RESOURCES  DiVK 

840 

924 

1,017 

OFFICE  OF  LEGAL  COUNSEL . 

CIVIL  RIGHTS  DIVISION . 

INTERPOL . 

LEGAL  ACTIVITIES  AUTOMATION . 

SPECIAL  COUNSEL  FOR  DISCRIMINATION . 

TOTAL  GENERAL  LEGAL  ACTIVITIES . 

3,120 

3,303 

3,449 

ANTITRUST  DIVISION . 

3.269 

3,410 

3,476 

US  ATTORNEYS . 

78,416 

81,255 

79,744 

FOREIGN  CLAIMS  SETTLEMENT  COMMISSION 

US  MARSHALS . 

17,865 

19,839 

22,618 

SUPPORT  OF  US.  PRISONBT8 . 

21,395 

26,073 

29,267 

COMMUNI 1  /  RELATIONS  SERVICE . 

1,889 

1,629 

1,032 

US.  TRUSTEES . 

13,291 

13,650 

14,922 

RADIATX>N  COMPENSATION  ADMIN  EXP . 

2 

RADIATION  COMPENSATX)N  TRUST  n.lNO . 

1,173 

1,150 

700 

ORGANIZED  CRIME  DRUG  ENFORCEMENT. . 

42,048 

41,698 

40,289 

FEDERAL  BUREAU  OF  INVESTIGATION . 

159,152 

186,675 

172,815 

DRUG  ENFORCEMENT  ADMINS'mATION . 

48,028 

48,601 

44,270 

IMMIGRATION  &  NATURAUZAT10N  SERVICE.  .. 

203,394 

239,562 

262,145 

FEDERAL  PRISON  SYSTEM: 

SALARIES  A  E»>ENSE8 . 

172,706 

167,158 

196.641 

NATIONAL  INSTITUTE  OF  CORRECTIONS . 

292 

246 

248 

8UILDINQS  A  FACIUTTES . 

21,842 

117,263 

42.486 

TOTAL  FEDERAL  PRISON  SYSTEM . 

194,640 

304,669 

239,377 

OFFICE  OF  JUSTICE  PROGRAMS . ** 

62,687 

61,914 

7,769 

FEES  A  E»»ENSES  OF  WITNESSES . 

7,038 

7,263 

7,451 

INDEPENDENT  COUNSEL . 

CIVIL  UB.  PUB.  EDUCATION  FUND . 

PRE- MERGER  FIUNG  FEES . 

1,214 

1,964 

2,103 

PUBLIC  SAFETY  OFFICERS  BENERTS  .** 

1,635 

745 

ASSETS  FORF  FUND  PERM  BUDGET  AUTHOR! 

48,683 

52,366 

50,425 

DIVERSION  CONTROL  FEE . 

1,191 

4,182 

4,312 

IMMIGRATION  A  NATURAUZATION  FEES . 

75,483 

83,973 

92.732 

CRIME  VICTIMS  FUND . 

31,372 

22,049 

7,605 

TOTAL  DEPARTMENT  OF  JUSTICE . 

1,024,457 

1,194,407 

1,097,068 

•• 

NOTH;  For 

1994  ind  1095  granta  are  nor 

by  ittato,  tinoe  hlttorcal  Information  la  not  f 
obllgationa. 


1093  1094  1095 

ACTUALS  ESTIMATE  ESTIMATE 

4,011  s.aos  s.oeo 

4,178  4,303  4,387 

1,074 
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DEPAmiyCMr  Of  JUSTICE 
GEOGRAPHIC  DI81TV8UT10N  Of  OeUOAl 
(CXX1AR8  IN  THOUSANDS) 


OOtOfWX) 


APPfK)PRIATION 

QENERN.  ACtMINBTRATYON . 

INSPECTOR  CIENEHN. . 

CRttlE  CONTROL  fUND . 

WEH)Ar»8GEDrJ^v> . 

QUANTKX)  TFVMMNG  CENTER 
U.8.  PAROiE  COMMISSION . 

GENERAL  LEGAL  ACTIVmBS: 

SOUOTOR  GENERAL . 

TAX  DIVISION . 

CRIMirML  DIVISION . 

CIVIL  DIVISION . 

ENVBONMENT  4  NATURAL  RESOURCES  DIVK 

OffICE  Of  LEGAL  COUNSEL . 

CIVIL  RIGHTS  DIVISION . 

INTERPOL . 

LEGAL  Acnvmes  AUTOMATION . 

SPECIAL  COUNSEL  fOR  OISCRiMI^MT)ON . 

TOTAL  GENERAL  LEGAL  ACTTVITIES . 

ANT1TRU8TDIVISION . 

US  ATTORNEYS . 

fOREIGN  CLAIMS  SETTLEMENT  COMMISSION 

US  MARSHALS . 

SUPPORT  Of  U.S.  PRISONTO . 

OOMMUNTTY  RELATIONS  SERVICE . 

U  8  TRUSTEES . 

RADIATION  (X^MPiNMTioNi^ 

RADIATION  COMPENSATION  TRUST  fUND . 

ORGANIZED  CRIME  DRUG  ENfORCEMENT. . 

FEDERAL  BUREAU  Of  INVESTIGATION . 

DRUG  ENfORCEMENT  AOMIMSTRATION . 

IMMIGF^TION  4  NATURAUZATION  SERVICE... 

FEDERAL  PRISON  SYSTEM: 


8ALARC84E»>EN8ES . 

59,401 

66.762 

137,390 

NATIONAL  INSTITUTE  OF  CORRECTIONS . 

2,642 

2.410 

2.410 

BUILDINQS4FACIUTC8 . 

7,071 

6,066 

10,556 

TOTAL  FEDERN.  PRISON  SYSTEM . 

69,614 

97,225 

150,656 

Office  Of  JUSTICE  PROGRAMS . .*• 

6,168 

6,165 

639 

FEES  4  EXPENSES  Of  WITNESSES . 

932 

952 

990 

INDEPENDENT  COUNSEL . 

CIVIL  UB.  PUB.  EDUCATION  FUND . 

PRE-MERGER  RUNG  FEES . 

PUBLIC  SAFETY  OFFICERS  BENffITS....** 

734 

ASSETS  FORF  FUND  PERM  BUDGET  AUTHORI 

2,178 

2.688 

2,312 

DIVERSION  CONTROL  FEE . 

262 

616 

641 

IMMQFMTION  &  tMTURAUZATION  FEES . 

6,617 

3.703 

4.115 

CRIME  VICTIMS  FUND . .** 

2.616 

2,416 

1,032 

TOTAL  OB»ARTMENTOF  ^TICE . 

151.164 

177,770 

222.792 

25 

171 

1.419 


1.618 


7.906 

2.069 

666 

579 

1.499 

46 

13.229 

6.470 

16.246 

6,781 

6,456 


26 

175 

1.561 


1,762 


6.406 

2.264 

466 

606 

1.562 

50 

10.000 

6.462 

17,010 

6.473 

9.064 


26 

175 

1,717 


1,916 


6.250 

2.604 

490 

640 

1,663 

56 

9,000 

5.226 

17,637 

2,940 

9,617 


1996  1994  1995 

ACTUALS  ESTIMATE  ESTIMATE 

603  666  666 

666  675  663 

467 


**  NOTE;  Fof  1994  and  1996  granlt  ar«  na 

by  fMt,  tinot  hiiloilccl  infoimation  Is  not  i 
oblgtHont. 


324 


OGPARTMEKT  OF  JUSTICG 
QEOQRAPH1C  0(8TRfeUTK>N  OF  OBUQM 
(POOARS  IN  THOUSANDS) 


CX)NN. 


APPROPRIATION 

GENERAL  ADMINISTRATION . 

INSPECTORQENERAL . 

CRIME  CONTROL  FUND . *• 

WEED  AND  SEED  FUND . •* 

QUANTTOO  TRAJMNQ  CENTER . 

U.8.  PAROLE  COMMISSION . 


1993 

ACTUALS 


1994 

ESTIMATE 


1995 

ESTIMATE 


GENERAL  LEGAL  ACTIVIT1BS: 

SOLICITOR  GENERAL . 

TAX  DIVISION . 

CRIMINAL  DIVISION . 

OVIL  DIVISION . 

ENVIRONMENT  &  NATURAL  RESOURCES  DIVK 

OFFICE  OF  LEGAL  COUNSEL . 

CIVIL  RIGHTS  DIVISION . 

INTERPOL . 

LEGAL  ACTIVITIES  AUTOMATION . 

SPEaAL  COUNSEL  FOR  DISCRIMINATION . 


23 

78 


24 

75 


24 

75 


TOTAL  GENERAL  LEGAL  ACTIVITIES . 

101 

99 

99 

ANTITRUST  DIVISION . 

US  ATTORNEYS . 

7,453 

7,925 

7,776 

FOREIGN  CLAIMS  SETTLEMENT  COMMISSION 

US  MARSHALS . 

i,eo2 

2,001 

2,301 

SUPPORT  OF  U  S.  PRISONERS . 

1.032 

1,258 

1,413 

COMMUNITY  RELATX)N8  SERVICE . 

U.S,  TRUSTEES . 

713 

743 

600 

RAOlA'nON  COMPENSATION  AOMIN  EXP . 

RADIATION  COMPENSATION  TRUST  FUND . 

ORGANIZED  CWME  DRUG  ENFORCEMENT . 

2,300 

2,283 

2,209 

FEDERAL  BUREAU  OF  INVE8T1GATX5N . 

13.221 

13,648 

14,356 

DRUG  ENFORCEMENT  ADMIMSTRATION . 

1.281 

1,107 

759 

IMMIGRATION  A  NATl^RAUZATION  SERVICE  ... 

1,709 

1,632 

1,984 

FEDERAL  PRISON  SYSTEM: 

SALARIES  A  E»>eN8ES . 

20.462 

22,174 

23,297 

NATIONAL  INSTITIHE  OF  CORRECTIONS . 

IS 

13 

13 

BUILDINQS  A  FACIUTIES . 

8,631 

5,386 

6,292 

TOTAL  FEDERAL  PRISON  SYSTEM . 

27,108 

27.575 

31,602 

OFFICE  OF  JUSTICE  PROGRAMS . 

7,933 

5,816 

711 

FEES  A  EXPENSES  OF  WITNESSES . 

619 

639 

658 

INDEPENDENT  COUNSEL . 

CIVIL  UB.  PUB.  EDUCATION  FUND . 

PRE-MERGER  RUNG  FEES . 

PUBLIC  SAFETY  OFFICERS  BENERTS  ..*• 

243 

<,TSETS  FORF  FUND  PERM  BUDGET  AUTHORI 

1,608 

2,028 

1,953 

•>IVER8tON  CONTROL  FEE . 

145 

510 

528 

IMMIGRATION  A  NATURAUZATX>N  FEES . 

1.002 

1,130 

1,265 

CRIME  VICTIMS  FUND . •* 

2,017 

1,388 

987 

TOTAL  DEPARTMENT  OF  JUSTICE . 

70,467 

70,180 

69,401 

NOTE:  For  1994  and  199G  Qfinla  are  oa 
by  atata,  since  historical  information  Is  not  f 
obligations. 


DB^ARTMENT  Of  JUSTX:E 
QEOQRV’HK:  OISTRIBimON  Of  OeUQAI 
POLLARS  IN  THOUSANDS) 


DELAWARE 

APPROPRIATX)N 

1993 

ACTUALS 

1994 

ESTIMATE 

1995 

ESTIMATE 

GENERAL  ADMINISTRATION . 

INSPECTOR  GENERAL . 

CRIMc  CONTROL  FUND . *• 

WEED  AND  SEED  FUND . **  487 

QUANRCO  TRAINING  CENTER . 

U.8.  PAROIE  COMMISSION . 


GENERAL  LEGAL  ACTIVITIES: 

SOUCITOn  GENERAL . 

TAXOIVISON . 

CRIMINAL  DIVISION . 

CIVIL  OMSON . 

ENVIRONMENT  &  NATURAL  RESOURCES  DIVK 

OFFICE  OF  LEGAL  COUNSEL . 

CIVIL  RIGHTS  DIVISION . 

INTERPOL . 

LEGAL  ACTIVITIES  AUTOMATION . 

SPECIAL  COUNSEL  FOR  DISCRIMINATION . 

TOTAL  GENERAL  LEGAL  ACTIVITIES . 

ANTITRUST  DIVISION . 

US  ATTORNEYS . 

FOREIGN  CLAIMS  SETTLEMENT  COMMISSION 

US  MARSHALS . 

SUPPORT  OF  U.8.  PRISONERS . 

COMMUNITY  RELATIONS  SERVICE . 

US.  TRUSTEES . 

RADIATION  COMPENSATION  ADMIN  EXP . 

RADIATX)N  COMPENSATION  'mUST  FUND . 

ORGANIZED  CRIME  DRUG  ENFORCEMENT. . 

FEDERAL  BUREAU  OF  INVESTIGATION . 

DRUG  ENFORCEMENT  ADMIM3TRATION . 

IMMIGRATIONS  NATURAUZATION  SERVICE... 

FEDERAL  PRISON  SYSTEM: 

SALARIES  SE»>eNSES . 

NATIONAL  INSTITUTE  OF  CORRECTIONS . 

BULDINOSaFAaUTKS . 

TOTAL  FEDERAL  PRISON  SYSTEM . 

OFFICE  OF  JUSTX^E  PROGRAMS . 

FEES  &  EXPENSES  OF  WITNESSES . 

INDEPENDENT  COUNSEL . . . 

CIVIL  UB.  PUB.  EDUCATION  FUND . 

PRE-MERGER  RUNG  FEES . 

PUBLIC  SAFETY  OFFICERS  BENEFITS....** 
ASSETS  FORF  FUND  PERM  BUDGET  AUTHORI 

DIVERSION  CONTROL  FEE . 

IMMIGRATION  &  NATURAUZATION  FEES . 

CRIME  VICtIMS  FUND . .** 

TOTAL  DEPARTMENT  OF  JUSTICE . 


71 

70 

70 

71 

70 

70 

2,644 

2,811 

2,759 

743 

625 

949 

56 

70 

79 

0 

0 

0 

626 

625 

605 

1,511 

1,562 

1,641 

107 

107 

109 

0  0  0 

2,421  4,341  600 

331  342  352 

536  603  579 

232  616  641 

0  0  0 

979  766  365 

10,746  12,960  6,949 


**  NOTE:  For  1994  and  1995  grand  are  no 
by  afead,  alnoa  hMorlcM  Irlormabon  la  nol  I 
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\  OePARTMENT  OF  justice 
OeOQRAPHIC  OtSTTlBUTION  OF  OeUQAI 
POLLAR8  IN  THOUSANDS) 


FLORDA 


APPROP«ATK)N 

GENERAL  ADMINI37RA-nON . 

INSPECTOR  GENERAL . 

CRIME  CONTROL  FUND . ** 

WEa>  AMO  SEED  FUND . ** 

QUANT1CO  TRAIMNQ  CENTER . 

U.8.  PAROLE  COMMISSION . 


1993 

ACTUALS 

2,331 

938 


1904 

ESTIMATE 

2.848 

988 


1996 

ESTIMATE 

2,990 

986 


GENERAL  LEGAL  ACTIVITieS: 

SOLICITOR  GENERAL . 

TAX  DIVISION . 

CRIMINAL  DIVISION . 

CIVIL  DIVISION . 

ENVIRONMENT  &  NATURAL  RESOURCES  OlVR 

OFFICE  OF  LEGAL  COUNSEL . 

CIVIL  RIGHTS  DIVISION . 

INTERPOL . 

LEGAL  ACTIVITIES  AUTOMATION . 


70 

275 


CIVIL  U0.  PUB.  BXX5ATION  FUND . 

PRE-MERGER  FILING  FEES . 

PUBLIC  SAFETY  OFFICERS  BENEFITS....** 
ASSETS  FORF  FUND  PERM  BUDGET  AUTHORI 

DIVERSION  CONTROL  FEE . 

IMMIGRATION  &  NATURAUZATK>N  FEES . 

CRIME  VICTIMS  FUND . ** 

TOTAL  DEPARTMENT  OF  JUSTICE . 


80 

275 


80 

275 


rvn  i  . 

TOTAL  GENERAL  LEGAL  ACT1V1T1B3 . 

353 

355 

356 

ANTITRUST  DIVISION . 

US  ATTORNEYS . 

FOREIGN  CLAIMS  SETTLEMENT  COMMISSION 

58.558 

80.138 

59,023 

US  MARSHALS . 

14,578 

18,190 

18.819 

SUPPORT  OF  U.8.  PRISONERS . 

25,800 

30,238 

33,963 

COMMUNITY  RELATIONS  SERVICE . 

1,083 

964 

1,117 

U.8.  TRUSTEES . 

RADIATION  COMPENSATION  ADMIN  EXP . 

3,278 

3.418 

3,880 

RADIATION  COMPENSATION  TTTUST  FUND . 

338 

250 

200 

ORGANIZED  CRIME  DRUG  ENFORCEMENT . 

41.828 

41,258 

39,888 

FEDERAL  BUREAU  OF  INVESTIGATION . 

78,443 

82,151 

85.177 

DRUG  ENFORCEMENT  ADMINISTRATION . 

28,936 

26,088 

24,615 

IMMIGRATION  A  NATURAUZATION  SERVICE. ... 

22.013 

23,599 

25,559 

FEDERAL  PRISON  SYSTEM: 

SALARIES  A  BOWENSES . 

100,024 

116,092 

142,227 

NATIONAL  INSTITUTE  OF  CORRECTIONS . 

85 

55 

55 

BUILDINGS  A  FAOUTIES . 

117,360 

20,348 

30.457 

TOTAL  FEDERAL  PRISON  SYSTEM . 

217,449 

138,495 

172,739 

OFFICE  OF  JUSTICE  PROGRAMS . ** 

28.798 

26,506 

2,885 

FEES  A  EW>ENSE8  OF  WITNESSES . 

INDEPENDENT  COUNSEL . 

5.614 

6,000 

8,180 

872 

247 

27.088 

30,343 

29,243 

728 

2,550 

2.829 

28,009 

31,224 

34,539 

8.468 

5.296 

3,436 

567,299 

527,099 

647,800 

**  NOTE:  For  1994  and  1996  gmnti  are  na 
by  atate.  tirioe  hMorIcal  infomiatton  la  not  f 
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O0>ARTlylENr  OF  JUSTICE 
QEOQRAPHIC  DfSTIVamON  OF  OeUQAI 
(DOtLAAS  IN  THOUSANDS) 


OEOnOtA 


1003  1004  1006 

APPROP«AnON  ACTUALS  ESTIMATE  ESTIMATE 

GENERAL  ADMIN»TnATK>N . 

INSPECTOR  GENERAL .  1.366  1,307  1,404 

CRIME  CONTROL  FUND . ** 

WEED  AND  SEED  FUND . 467 

OUANTIOOTRAINWQ  CENTER. . 

U.8.  PAROIE  COMM^SON . 


GENERAL  LEGAL  ACRVITieS: 

SOUaTOR  GENERAL . 

TAXDfVISON . 

CRIMINAL  DIVISION . 

CIVIL  DIVISION . 

ENVOTONMENT  6  NATURAL  RESOURCES  DIVK 

OFFICE  OF  LEGAL  COUNSEL . 

CMLflIGHTB  DIVISION . . . 

INTERPOL . 

LEGAL  ACRVITieS  AUTOMATION . 

SPECIAL  COUNSEL  FOR  DISCRIMINATION . 

TOTAL  GENERAL  LEGAL  ACTIVITIES . 

ANTITRUST  DIVISION . 

US  ATTORNEYS . 

FOREIGN  CLAIMS  SETTLEMENT  COMMISSION 

US  MARSHALS . 

SUPPORT  OF  U  S.  PRISONERS . 

COMMUNITY  RELATIONS  SERVICE . 

U.S,  TRUSTEES . 

RADIATION  COMPENSATION  AOMIN  E)6’ . 

RADIATION  COMPENSATION  TRUST  FUND . 

ORGANIZED  CRIME  DRUG  ENFORCEMENT. . 

FEDERAL  BUREAU  OF  INVESTIGATION . 

DRUG  ENFORCEMENT  ADMINISTRATION . 

IMMIGRATION  &  NATURAU2AT10N  SERVICE.  .. 

FEDERAL  PRISON  SYSTEM: 

SALARIES  &  EXPENSES . 

NATIONAL  INSRTUTE  OF  CORRECTIONS . 

BUILDINGS  6  FACIUTIE8 . 

TOTAL  FEDERAL  PRISON  SYSTEM . 

OFFCE  OF  JUSTICE  PROGRAMS . ** 

FEES  &  EXPENSES  Of  WITNESSES . . 

INDEPENDENT  COUNSEL . 

CIVIL  UB.  PUB.  EDUCATION  FUND . 

PRE-MERGER  FIUNG  FEES . 

PUBUC  SAFETY  OFFICERS  BENS1T8  . 
ASSETS  FORF  FUND  PERM  BUDGET  AUTHORI 

DIVERSION  CONTROL  FEE . 

IMMIGRATION  S  NATURAUZAT10N  FEES . 

CRIME  VICTIMS  FUND . .** 


136  143  142 

262  260  260 


420 

423 

422 

2,346 

2,447 

2,496 

16,401 

10,567 

19,204 

6,000 

6,763 

7,777 

4,602 

5,606 

6,209 

752 

760 

636 

2,756 

2,672 

3,094 

160 

7,314 

7,257 

7,025 

26,466 

27,655 

29,064 

6.639 

6,221 

7,462 

5,534 

5,832 

6,425 

77,714 

67,615 

06,704 

25 

21 

21 

11,556 

7,256 

23,167 

69,297 

94.694 

120,002 

13,112 

11,459 

1,660 

1,699 

1,859 

2,061 

871 

1,424 

1,510 

614 

247 

16,029 

16,066 

17,347 

349 

1,224 

1,262 

4,611 

5,145 

5,696 

1,735 

1,676 

1,620 

213,660 

225,227 

242,696 

TOTAL  DEPARTMENT  Of  JUSTICE. 


**  NOTE:  For  1994  arxJ  1995  orants  are  rwr 
by  stale,  •ir)ca  hMorV^al  information  Is  rK>tf 
obligations. 


DEPARTVENT  OF  JUSTX^E 
QEOQfWHIC  OISTWBLmON  OF  OBUQAl 
(DOLLARS  IN  THOUSANDS) 


KAWAI 

APPROPRtATXJN 

1993 

ACTUALS 

1004 

ESTIMATE 

1995 

ESTIMATE 

GENERAL  ADMINISTRATION . 

INSPECTOR  GENERAL . 

CRIME  CONTTKX.  FUND . 

WEED  AND  SEED  FUND . 

QUANTKX)  TRAINING  CENTER. 
U.8.  PAROLE  COMMISSION . 


GENERAL  LEGAL  ACT1V1  TIES: 

SOUCITCR  GENERAL . 

TAX  DIVISION . 

CRIMINAL  DIVISION .  2  3 

CIVIL  DIVISION .  64  70 

ENVnONMENT  &  NATURAL  RESOURCES  DIVX 

OFFICE  OF  LEGAL  COUNSEL . 

aVIL  RIGHTS  DIVISION . 

INTERPOL 

LEGAL^TMRES  AUTO^ 

SPECIAL  COUNSEL  FOR  DISCRIMINATION . 

TOTAL  GENERAL  LEGAL  ACTIVITIES .  66  73 


3 

70 


73 


ANTITRUST  DIVISION . 

US  ATTORNEYS . 

FOREIGN  CLAIMS  SETTLEMENT  COMMISSXDN 

*JS  MARSHALS . 

SUPPORT  OF  U.8.  PRISONBI3 . 

COMMUNITY  RELATIONS  SERVICE . 

US.  TRUSTEES . 

RADIARON  COMPENSATION  ADMIN  EXP . 

RADIATION  COMPENSATION  TRUST  FUND . 

ORGANIZED  CRIME  DRUG  ENFORCEMENT. . 

FEDERAL  BUREAU  OF  INVESTIGATION. . 

DRUG  ENFORCEMENT  ADMINISTRATION . 

IMMIGRATION  &  NATLIRAUZAT10N  SERVICE.  .. 

FEDERAL  PRISON  SYSTEM; 

8ALARES&  EXPENSES . 

NATIONAL  INSTITUTE  OF  CORRECTIONS . 

BUILDINGS  &  FAaUTIES . 

TOTAL  FEDERAL  PRISON  SYSTEM . 

OFFICE  OF  JUSTICE  PROGRAMS . ** 

FEES  &  EXPENSES  OF  WITNESSES . 

INDEPENDENT  COUNSEL . 

CIVIL  UB.  PUB.  EDUCATION  FUND . 

PRE-MERGER  RUNG  FEES . 

PUBLIC  SAFETY  OFFICERS  BENEFITS  .  .** 
ASSETS  FORF  FUND  PERM  BUDGET  AUTHORI 

DIVERSION  CONTROL  FEE . 

IMMIGRATION  &  NATURAUZATION  FEES . 

CRIME  VICTIMS  FUND . .** 

TOTAL  DEPARTMENT  OF  JUSTICE . 


4.Q8S 

2,475 

1,414 

614 

367 

1,074 

10.199 

2.366 

2,499 


301 

301 

3,760 

957 


6,066 

58 

9,792 

732 

47,466 


4,963 

2,749 

1,724 

639 

200 

1,069 

10,061 

2,316 

2,679 


5,300 

5,300 

2,953 

968 


6.071 

204 

10,874 

706 

55,009 


4,891 

3,161 

1,936 

680 

100 

1,034 

11,074 

2,204 

2,901 


SOO 

500 

600 

1,017 


6,591 

210 

11,960 

476 

49,439 


**  NOTE:  For  1994  vtd  1995  grants  are  na 
by  atata,  sinca  hMortcal  infonnatfon  la  not  f 
obHgationa. 


OCPAmilBir  OF  JUSTICE 
QBOQRAPHK;  OI8TTVBUT)ON  OF  OeUOAl 
fDOOARS  IN  THOUSAND^ 


DAHO 


19SS  19S4  1098 

APPnOPMATKTN  ACTUALS  ESTIMATE  ESTIMATE 

QENERM.  AOMMBTRATION . 

IMSPECTOflOENEIVl. . 

CnME  CONTROL  FUND . ** 

WEED  AND  SEED  FUND . *• 

QlMNTIOOTRAfNSK)  CENTER . 

U.8.  PAROIE  COMMISSION . 


OENERN.  LEOAL  ACTTVmeB: 

SOUCrrOR  GENERAL . 

TAXDMSON . 

CflIMIIML  DIVISION . 

CML  DIVISION . 

BIVffTONMENr  S  NATURAL  RESOURCES  OlVH 

OFFICE  OF  LEGAL  COUNSEL . 

CIVIL  RKaKTB  DIVISION . 

WTERPOt- . . 

LEGAL  ACTIWnOAL^^ 

SPECIAL  COUNSEL  FOR  OISCRIMII^TION . 

TOTAL  GENERN.  LEGAL  ACRVITIGS . 

ANTITRUSTOfVISION . 

U6ATTORNEYS . 

FOREIGN  CLAIMS  SETTLEMENT  OOMMISBION 

US  MARSHALS . 

SUPPORT  OF  U.S.  PR»ON0» . 

COMMUNITY  RELATIONS  SERVICE . 

UR  TRllRTFrA 

RADIATION  OOMPiNSAifioN^ 

RADIATION  COMPENSATION  TRUST  FUND . 

ORGANIZED  CRIME  DRUG  ENFORCEMENT. . 

FEDERAL  BUREAU  OF  tN\^T>QATK)N . 

DRUG  ENFORCEMENT  ADMMSTRATXDN . 

IMMIGRATION  S  NATURAUZATX)N  SERVICE... 

FEDERAL  PRISON  SYSTEM: 

8ALAflE8AE»>EN8E8 . 

NATION/ML  INSTITUTE  OF  CORRECTX>NS . 

BUILOINQ8AFACIUTC8 . 

TOTAL  FB)ERAL  PRISON  SYSTEM . 

OFFICE  OF  JUSTICE  PROGRAMS . •* 

FEES  A  E)9’EN8ES  OF  WITNESSES . 

INDEPETOENT  COUNSEL . 

CIVIL  US.  PUa  EDUCATION  FUND . 

PRE'MERGER  FHJNG  FEES . 

PUBLIC  SAFETY  OFFICERS  BENOTT8.  ..*• 
ASSETS  FORF  FUND  PERM  BUDGET  AUTHORI 

'DIVER8K)N  CONTROL  FEE . 

IMMIGFVKTION  A  NATURAUZATON  FEES . 

CRIME  VICTIMS  FUND . 


12 

13 

13 

11 

10 

10 

23 

23 

23 

2,920 

3,106 

3,047 

1,118 

1,236 

1,424 

420 

812 

878 

409 

800 

849 

480 

300 

200 

837 

333 

612 

7,726 

4,707 

8,283 

280 

280 

284 

1,627 

1,744 

1,880 

28 

21 

21 

28 

21 

21 

3,047 

2,601 

800 

696 

614 

632 

120 

280 

322 

311 

347 

306 

448 

781 

324 

460 

^TDTAL  DEPARTMENT  OF  JUSTICE .  20W  10,118  18,882 

**  NOTE:  For  19S4  and  1908  grarHi  Rro  no 
toy  II0M,  tlTK*  hMorlcM  hlbmi^ 


DEPARTMENT  OF  JUST)C6 
QEOQRAPHIC  OtStnaRK^N  Of  OeUQAT 
(DOULARS  tN  THOUSANDS) 


njJNOIS 


APPROPRiATTON 

GENERAL  ADMINISTRATION . 

INSPECTOR  GENERAL . 

CRIME  CONTROL  FUND . 

WEED  AND  SEED  FUND . 

QUANTKX)  TRAINING  CENTER. 
U.8.  PAROIE  COMMISSION . 

GENERAL  LEGAL  ACTIVITieS; 

SOLICITOR  GENERAL . 

TAX  DIVISION . 


CRIMINAL  DIVISION . 

66 

66 

66 

CIVIL  DIVISION . 

177 

175 

175 

ENVIRONMENT  A  NATURAL  RESOURCES  DIVK 

91 

101 

111 

OFFICE  OF  LEGAL  COUNSEL . 

CIVIL  RIGHTS  DIVISION . 

INTERPOL . 

LEGAL  ACTIVITIES  AUTOMATION . 

SPECIAL  COUNSEL  FOR  DISCRIMINATION . 

TOTAL  GENERAL  LEGAL  ACTIVITIES . 

334 

344 

354 

ANTITRUST  DIVISION . 

2,736 

2,654 

2,911 

US  ATTORNEYS . 

30,498 

32,431 

31,630 

FOREIGN  CLAIMS  SETTLEMENT  COMMISSION 

US  MARSHALS . 

7,171 

7,964 

9.156 

SUPPORT  OF  U  S.  PRISONERS . 

5,436 

6,627 

7,444 

COMMUNITY  RELATIONS  SERVICE . 

1.146 

1,140 

643 

US.  TRUSTEES . 

3.305 

3,445 

3.711 

RADIATION  COMPENSATK>N  ADMIN  E)0^ . 

RADIATION  COMPENSATION  TRUST  FUND . 

ORGANIZED  CRIME  DRUG  ENFORCEMENT . 

12,632 

12,697 

12,275 

FEDERAL  BUREAU  OF  INVESTIGATION . 

63,711 

66,723 

60,161 

DRUG  ENFORCEMENT  AOMINISTRATX3N . 

15,070 

14,374 

13,120 

IMMIGRATION  &  NATURAUZATION  SERVICE  ... 

11,563 

12,416 

13.446 

FEDERAL  PRISON  SYSTEM: 

SALARIES  A  EXPENSES . 

39,673 

44,366 

114,025 

NATX>NAL  INSTITUTE  OF  CORRECTIONS . 

SO 

42 

42 

BLALDINGSAFACIUTIES . 

6,763 

5,476 

12,753 

TOTAL  FEDERAL  PRISON  SYSTEM . 

46,666 

49,904 

126,620 

OFFICE  OF  JUSTICE  PROGRAMS . 

21,446 

26,966 

2.794 

FEES  &  EXPENSES  OF  WITNESSES . 

2,216 

2,269 

2,356 

INDEPENDENT  COUNSEL . 

CIVIL  U0.  PUB.  EDUCATX)N  FUND . 

PRE-MERGER  FIUNG  FEES . 

1,016 

1,661 

1,760 

PUBLIC  SAFETY  OFFICERS  BENSHTS ..  ..•* 

646 

622 

ASSETS  FORF  FUND  PERM  BUDGET  AUTHORI 

10,552 

11,616 

11,391 

DIVERSION  CONTROL  FEE . 

661 

2,040 

2,103 

IMMIGRATION  &  NATXJRAUZATION  FEES . 

7,831 

6,640 

9.775 

CRIME  VICTIMS  FUND . 

3,570 

4,606 

2,990 

TOTAL  DEPARTMENT  OF  JUSTICE . 

254,326 

275,240 

327,650 

** 

NOTE:  Fof  1994 

and  1995  grants  ara  na 

Ly  staM,  tlnoe  hMortcal  lniorm8tk>n  is  not  f 
obOgationt. 


1083  1084  1085 

ACTUALS  ESTIMATE  ESTIMATE 

LSOS  1.424  1,405 

1,700  1.663  1,660 

467 
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OEPARTMefr  Of  justice 
QEOQRAPfSC  OISTneunON  Of  OBUQA1 
POLLARS  IN  THOUSAND^ 


INDIANA 

IMS  1M4  IMS 

APPROPRIATION  ACTUALS  ESTIMATE  ESTIMATE 

OENfeR^  ADMINBTRATION . 

INSPECTOR  QENERN» . 

CRIME  CONTROL  FUND . ** 

WEED  AND  SEED  FUND . 

QUANT10O  7RAIMNQ  CENTER . 

U.8.  PAROLE  COMMISSION . 


GENERAL  LEGAL  ACTIVITieS: 

SOUatOR  GENERAL . 

TAX  DIVISION . 

CRIMWAL  DIVISION . 

CML  DIVISION . 

ENVnONMENT  «  NATURAL  RESOURCES  DIVK 

Office  Of  LEGAL  COUNSEL . 

CIVIL  RIGHTS  DIVISION . 

INTERPOL . 

LEGAL  ACTIVITIES  AUTOMATION . 

8P&XAL  OOUNSa  FOR  DISCRIMINATION . 

TOTAL  QENERN.  LEGAL  ACnVITlBS . 

ANTITRUST  DIVISION . 

US  ATTORNEYS . 

FOREIGN  CLAIMS  SETTLEMENT  COMMISSION 

US  MARSHALS . 

SUPPORT  Of  U.S.  PRISONERS . 

COMMUNITY  RELATIONS  SERVICE . 

US.  TRUSTEES . 

RAO(ATX)N  COMPENSATION  AOMIN  BP . 

RADIATION  COMPENSATION  TRUST  FUND . 

ORGANIZeD  CRIME  DRUG  ENFORCEMENT . 

FEDERN.  BUREAU  Of  INVESTIGATION . 

DRUG  ENFORCEMENT  ADM1M8TRATION . 

IMMIGfMTION  &  NATURAUZATION  SERVICE ... 

FEDERAL  PRISON  SYSTEM: 

8ALARE8S  EXPENSES . 

NATIONAL  INSTITUTE  OF  CORRECTIONS . 

BULDINQSaFACIU'nES . 

TOTAL  FEDERAL  PRISON  SYSTEM . 

OFFCe  OF  JUSTICE  PROGRAMS . ** 

FEES  &  EXPENSES  OF  WITNESSES . 

INDEPENDENT  COUNSEL . 

CIVIL  UB.  PUB.  EDUCATION  FUND . 

PRE- MERGER  RUNG  FEES . 

PUBLIC  SAFETY  Of  FICERS  BENERTS.  .*• 
ASSETS  FORF  FUND  PERM  BUDGET  AUTHORI 

DIVERSION  CONTROL  FEE . . . 

IMMIGRATION  &  NATURAUZATION  FEES . 

CRME  VICTIMS  FUND . 

TOTAL  DEPARTMENT  OF  JUSTICE . 


4 

4 

4 

134 

130 

130 

133 

134 

134 

6,251 

8,774 

0,611 

2.051 

3,166 

3,641 

1,454 

1,609 

2,032 

2,547 

2,054 

2,059 

20 

2,061 

2,045 

1,976 

11,636 

12,395 

12,662 

1,560 

1,349 

932 

20 

22 

25 

32,166 

34,361 

36,643 

3,062 

4,020 

9,704 

36,270 

38,909 

40,352 

9,100 

12,090 

1,346 

631 

650 

684 

247 

247 

2,706 

3,046 

2,929 

174 

612 

631 

133 

146 

163 

1,957 

1,000 

1,553 

31,286 

90,000 

06.929 

NOTE;  For  1994  and  199S  grants  sra  no 
by  sM,  slncra  Niloricsl  Intormstfon  Is  not  I 
oMgstiont. 
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OePARTMQ^r  OF  JUSTICe 
QEOQRAPHJC  OtSTWamON  OF  OeUQAI 
(DOLLARS  IN  THOUSANDS) 


IOWA 

APPROPRIARON 

APVA 

1993 

ACTUALS 

1004 

ESTIMATE 

1995 

ESTIMATE 

GENERAL  ADMINISTRATION . 

INSPECTOR  GENERAL . 

CRIME  CONTROL  FUND . 

WEED  AND  SEED  FUND . 

QUANTKX>  'mAINNQ  CENTER. 
U.8.  PAROLE  OOMI 4ISSI JN . 


GENERAL  LEGAL  ACTIVITIES; 

SOUCtTOn  GENERAL . 

TAX  DIVISION . 

CRIMINAL  DIVISION . 

CML  DIVISION . 

ENVWONMENT  A  NATURAL  RESOURCES  OlVK 

OFFICE  OF  LEGAL  COUNSEL . 

CIVIL  RIGHTS  DIVISION . 

INTERPOL . 

LEGAL  ACTIVITIES  AUTOMATION . 

SPECIAL  COUNSEL  FOR  OISCRIMINATX5N . 

TOTAL  GENERAL  LEGAL  ACTIVITIES . 

ANTITRUST  DIVISION . 

US  ATTORNEYS . 

FOREIGN  CLAIMS  SETTLEMENT  COMMISSION 

US  MARSHALS . 

SUPPORT  OF  U.8.  PRISONERS . 

COMMUNITY  RELATIONS  SERVICE . 

US.  TRUSTEES . 

RADIATION  COMPENSATION  AOMIN  EXP . 

RADIATION  COMPENSATION  TRUST  FUND . 

ORGANIZED  CRIME  DRUG  ENFORCEMENT . 

FEDERAL  BUREAU  OF  INVESTIGATION . 

DRUG  ENFORCEMENT  ADMIMSTRATKDN . 

IMMIGRATION  &  NATURAUZATK>N  SERVICE.... 

FEDERAL  PRISON  SYSTEM: 

8ALAr«ESaE»>ENSES . . . 

NATX3NAL INSRTUTE  OF  CORRECTIONS . 

BWLDINOSAFAaURES . 

TOTAL  FEDERAL  PRISON  SYSTEM . 

OFFICE  OF  JUSTICE  PROGRAMS . •  * 

FEES  A  E)Q’ENSE3  OF  WITNESSES . 

INDEPENDENT  COUNSEL . 

CIVIL  U0.  PUB.  EDUCAiyON  FUND . 

PRE-MERGER  RUNG  FEES . 

PUBLIC  SAFETY  OFFICERS  BENOTTS....** 
ASSETS  FORF  FUND  PERM  BUDGET  AUTHORI 

DIVERSION  CONTROL  FEE . 

IMMIGRATION  A  NATURAUZAT10N  FEES . 

CRIME  VICTIMS  FUND . 

TOTAL  DEPARTMENT  OF  JUSTICE . 


25 

25 

25 

25 

25 

25 

6.145 

6,535 

0.414 

1.073 

2,101 

2,519 

1,770 

2,167 

2.434 

1.254 

1,306 

1,407 

100 

1,646 

1.632 

1,580 

3,400 

3,600 

3,001 

633 

463 

325 

7 

6 

6 

7 

6 

6 

6.204 

5,002 

078 

007 

626 

044 

247 

251 

1,794 

2,024 

1.042 

56 

204 

210 

0 

0 

0 

1,361 

1,333 

075 

27,135 

20,265 

22.750 

***  NOTE:Fof  10M  and  1906  granCtarana 

Matt,  sinoa  hiilorical  Irdonnatfon  !■  1^ 

- 


DEPARTMENr  OF  JUSTTCe 
QEOQRAPWC  OiSTRIBUPON  OF  OBUC3WK1 
(DOLLARS  IN  THOi«ANOS) 


KANSAS 

1903  1994  1095 

APPROPRIATION  ACTUALS  ESTIMATE  ESTIMATE 

GENERAL  ADMINISTRATION . 

INSPECTOR  GENERAL . 

CRIME  CONTROL  FUND . ** 

WEED  AND  SEED  FUND . ** 

QUANTK50  TRAINING  CENTER . 

U.8.  PAROIE  COMMISSION . 


GENERAL  LEGAL  ACTIVITIES: 

SOUCITDR  GENERAL . 

TAXOMSON . 

CRIMINAL  DIVISION . 

QViLiyvuyoN . 

ENVIRONMErn*  A  NATURAL  RESOURCES  DIVK 

OFFICE  OF  LEGAL  COUNSEL . 

CIVIL  RIGHTS  DIVISION . 

INTERPOL . 

LEGAL  ACTIVITIES  AUTOMATION . 

SPECIAL  COUNSEL  FOR  DISCRIMINATION . 

TOTAL  GENERAL  LEGAL  ACTIVITIES . 

ANTITRUST  DIVISION . 

US  ATTORNEYS . 

FOREIGN  (XAIMS  SETTLEMENT  COMMISSION 

US  MARSHALS . 

SUPPORT  OF  U.8.  PRISONS^ . 

COMMUNITY  RELATIONS  SERVICE . 

US.  TRUSTEES . 

RADIATION  COMPENSATION  ADMIN  &P . 

RADIATION  COMPENSATION  TRUST  FUND . 

ORGANIZED  CRIME  DRUG  ENFORCXIMENT . 

FEDERAL  BUREAU  OF  INVESTIGATION. . 

DRUG  ENFORCEMENT  ADMINISTRATION . 

IMMIGRATION  &  NATURAUZATION  SERVICE  ... 

FEDERAL  PRISON  SYSTEM; 

SALARIES  a  EXPENSES . 

NATIONAL  INSTITUTE  OF  CORRECTX)N3 . 

BUILDINGS  a  FAOUTIES . 

TOTAL  FEDERAL  PRISON  SYSTEM . 

OFFICE  OF  JUSTICE  PROGRAMS . ** 

FEES  a  EXPENSES  OF  WITNESSES . 

INDEPENDENT  COUNSEL . 

CIVIL  UB.  PUB.  HXXSATION  FUND . 

PRE- MERGER  FILING  FEES . 

PUBLIC  SAFETY  OFFICERS  BENOTTS....** 
ASSETS  FORF  FUND  PERM  BUDGET  AUTHORl 

DIVERSION  CONTROL  FEE . 

IMMIGRATION  a  NATURAUZATION  FEES . 

CRIME  VICTIMS  FUND . .** 

TOTAL  DEPARTMENT  OF  JUSTICE . 


51 

50 

50 

51 

60 

SO 

5,949 

6.326 

6,200 

1,634 

1,614 

2,067 

6W 

10,440 

11,727 

1,264 

1,338 

1,441 

19 

173 

172 

167 

2,015 

2,110 

2,166 

1,913 

1,670 

1,101 

439 

470 

500 

55,376 

60,012 

63,063 

6,754 

5.187 

16,670 

64,132 

65,199 

61,723 

4,717 

5,504 

625 

616 

635 

665 

124 

1,224 

1,371 

1,322 

203 

714 

736 

226 

251 

277 

1,510 

1,641 

605 

M.605 

00,705 

111,712 

**  NOTE:  For  1994  and  1905  grants  art  nor 
by  stats,  sinoa  historical  Information  Is  not  i 
oMgatfons. 
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DEPARTMENT  OF  JU811CC 
QEOQRAPHK?  OISTTVemriON  OFOBUQA1 
fXXLARS  IN  THOUBANO^ 


1003 

KENTUCKY 

10S4 

1005 

APPROPNATfON 

ACTUALS. 

ESTIMATE 

ESTIMATE 

QENERN.  ADMWBTRATKW . 

INSPECTOR  QENEFVi- . 

CRIME  CONTROL  FUND . *• 

WEEDAND  SEED  FUND . •• 

OUANT1COTRAMNQ  CENTER . 

U.8.  PAROIE  COMM»8tON . 

OENB\AL  UK3M.  ACnVITIfiB: 

eOUCnORO04ERAL . 

TAX  DIVISION . 

CfllMlfW.  DIVISION . 

S4 

36 

35 

aVIL  DIVISION . 

15 

15 

15 

ENVffK>NMeir  4  NATURAL  RESOURCES  DIVM 

OFFICE  OF  U’:QAL  COUNSEL . 

CIVIL  RWHTS  DIVISION . 

LEGAL  ACrnVinBB  AUTOMATION . 

SPECIAL  COUNSEL  FOR  OldCRR«r«^TION . 

TOTAL  OENIERM.  LECM.  ACT1VITIGB . 

40 

80 

50 

ANTITRUST  DIVISION . 

US  ATTORNEYS . 

10.106 

^0,745 

10S45 

FOREIGN  CLAIMS  SETTLEMENT  COMMISSION 
US  MARSHALS . 

2SS6 

3,315 

3,515 

SUPPORT  OF  U.8.  PflSONERS . 

2.100 

2SSS 

2,562 

COMMUNITY  RELATIONS  SERVICE . 

U.8.  TRUSTEES . 

1.221 

1,272 

1,370 

RADIATION  COMPENSATION  AOMIN  OP . 

RAOIATX)N  COMPENSATION  TRUST  FUND . 

OR3ANIZa>  aUME  DRUG  ENFORCEMENT. . 

1,052 

1,034 

1,571 

FEDERN.  BUREAU  OF  INVESTIGATION . 

10,100 

10,501 

11,074 

DRUG  ENFORCEMENT  ADMIN»TRATION . 

515 

375 

304 

IMMK3FMTK)N  4  NATURALIZATION  SERVICE.... 

412 

442 

475 

FB)ERAL  PRISON  SYSTEM: 

SALARE8  A  EXPENSES . 

71.550 

55,370 

50,505 

NATIONAL  INSTITUTE  OF  CORRECTIONS . 

20 

17 

17 

BWLDINQSAFAaUTCS . 

7,536 

5,003 

12,504 

TOTAL  FEDERAL  PRISON  SYSTEM . 

79.415 

03,375 

102,500 

OFFICE  OF  JUSTICE  PROGRAMS . •• 

7.750 

7S03 

500 

FEES  A  EXPENSES  OF  WITNESSES . 

1,443 

1,400 

1,633 

INDEPENDENT  COUNSEL . 

CIVIL  UB.  PUB.  EDUCATION  FUND . 

PRE- MERGER  RUNG  FEES . 

PUBLIC  SAFETYOFFICERS  BENERTS....** 
ASSETS  FORF  FUND  PERM  BUDGET  AUTHORI 

031 

3.233 

3,550 

3,503 

DIVERSION  CONTROL  FEE. . 

116 

400 

421 

IMMIGRATION  4  NATURAUZATION  FEES . 

232 

256 

203 

CRIME  VICTIMS  FUND . .** 

1,424 

1,202 

1,101 

TOTAL  DEPARTMENT  OF  JUSTICE . 

124,443 

140,055 

142,023 

**  NOTE;  For  1094  and  1005  oranto  ara  nor 
by  ataM.  ainoa  hiitork^al  Information  la  r)ot  I 
obIgaOona. 
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OePARTWENT  OF  JUSTICE 
QEOQRAPHJC  OISTWBimON  OF  OBUGA1 
POLLAFTS  IN  THOUSANDS) 


LOmSANA 


APPROPRIATION 

GENERAL  ADf4IN!STRATX>N . 

INSPECTOR  GENERAL . 

CRIH4ECONTTKX.FUNO . •• 

WEED  AND  SEED  FUND . ** 

QUANTKX:  TRAINING  CENTER . 

U.S.  PAROLE  COMMISSION . 


1993  1994  1995 

ACTUALS  ESTIMATE  ESTIMATE 

683  755  793 


GENERAL  LEGAL  ACTIVITIES: 

SOUaTOR  GENERAL . 

TAX  DIVISION . 

CRIMINAL  DIVISION . 

CIVIL  DIVISION . 

ENVWONMENT  &  NATURAL  RESaiRCES  DIVK 

OFFICE  OF  LEGAL  OOUNSEl . 

CIVIL  RIGHTS  DIVISION . 

INTERPOL . 

UGAL  ACTIVITIES  AUTOMATION . 

SPECIAL  COUNSEL  FOR  DISCRIMINATION . 

TOTAL  GENERAL  LEGAL  ACTTVITTES . 

ANTITRUST  DIVISION . 

US  ATTORNEYS . 

FOREIGN  CLAIMS  SETTLEMENT  COM  >^!SSION 

US  MARSHALS . 

SUPPORT  OF  U.S.  PRI80NBT3 . 

COMMUNITY  RELATIONS  SERVCE . 

U.S.  TRUSTEES . 

RADIATION  COMPENSATION  AOMIN  EXP . 

RAOCATX)N  COMPENSATION  TRUST  Fl^ . 

ORGANIZED  CRIME  DRUG  ENFORCEMENT . 

FEDERAL  BUREAU  OF  INVESTIGATION . 

DRUG  ENFORCEMENT  ADMINISTRATION . 

IMMIGRATION  ^  NATURAUZATION  SERVICE.  .. 

FEDERAL  PRISON  SYSTEM: 

SALARCS&jOIPENSES . 

NATX)NAL  INSTITUTE  OF  CORRECTIONS . 

BUILDINGS  8  FAaUTIES . 

TOTAL  FEDERAL  PRISON  SYSTEM . 

OFFICE  OF  JUSTICE  PROGRAMS . *  • 

FEES  &  EXPENSES  OF  WITNESSES . 

INDEPENDENT  COUNSEL . 

CIVIL  UB.  PUB.  eXX5ATK)N  FUND . 

PRE- MERGER  RUNG  FEES . 

PUBLIC  SAFETY OFFCERS  BENBRTS.  ..•* 
ASSETS  FORF  FUND  PERM  BUDGET  AUTHORI 

DIVERSION  CONTT^L  FEE . 

IMMIGRATION  &  NATURAUZATX>N  FEES . 

CRIME  VICTIMS  FUND . 


57 

50 

56 

222 

225 

225 

279 

284 

283 

14,288 

15,191 

14.909 

4,971 

5,521 

6,349 

3,777 

4,803 

5,170 

2,207 

2,300 

2.478 

19 

4,854 

4,828 

4,868 

19,842 

20,871 

21,328 

7,738 

7,388 

8,783 

11,273 

12,085 

13,069 

48,253 

50,123 

52,883 

2,140 

SCO 

4,193 

48,393 

50,623 

58,858 

8,349 

7,203 

1,142 

1,488 

1,534 

1,580 

1,232 

3,848 

4,275 

4,139 

291 

1,020 

1,052 

1,995 

2,231 

2,478 

1,558 

1,489 

1,229 

TOTAL  DEPARTMENT  OF  JUSTICE .  136,877  141.879  144,302 


**  NOTE;  For  1994  1995  grants  ara  no 

by  state,  skioa  hisitxical  Information  la  not  i 
obVgattons. 
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DEPARTMBir  OF  JUSTICE 
OEOQAAPHK:  miFiBliDON  OF  OeUQAT 
POOARS  IN  THOUSANDS) 


MAINE 

IMS  1fiS4  1906 

AT^WPflATION  ACTUALS  ESTIMATE  ESTIMATE 

QENEfW.  M)MMBTRAT10N . 

INSPeCTORQBNERN-. . 

CHIME  OONTHOL  FUND . *• 

WEED  AND  SEED  FUND . ** 

OMNTIOOTRAMNQ  CENTER . 

U.R  PAROLE  OOMM»8ION . 

QDdW.  LEGAL  ACnvmeB: 

eOLX^rrOR  GENERAL . 

TAXDMSON . 

cnwif^  DIVISION . 

CMLDIVISION .  SO  30  30 

ENVnONMENT  A  NATURAL  RESOURCES  DIVK 

OFFICE  OF  LEGAL  COUNSEL . 

CIVIL  RIGHTS  DIVISION . 

. . 

LEGAL  A(rrMW(i!  Al^^ 

SPECIAL  OOUNSa  FOR  DISCRIMI^M^ON . 


TOTAL  QB4ERAL  LEGAL  ACRVmeS . 

30 

30 

30 

ANTITRUST  DIVISION . 

US  ATTORNEYS . . . 

3.714 

3,949 

sjm 

FOREX3N  CUVMS  SETTlByiENT  OOMM»8ION 

US  MARSHALS . 

1,147 

1,274 

1,439 

SUPPORT  OF  US.  PRISONERS . 

914 

1,114 

1,291 

COMMUNITY  REURONS  SERVICE . 

US.  TRUSTEES . 

303 

316 

341 

RADIATION  COMPENSATION  AOMIN  E)6> . 

RADIATION  COMPENSATION  TRUST  FUND . 

ORGANIZED  CRMIE  DRUG  ENFORCEMENT. . 

303 

769 

773 

FEOERN.  BUREAU  OF  INSCSTIGATION . 

1,007 

1,066 

1,094 

DRUG  ENFORCEMENT  MIMPiSTRATION . 

323 

323 

330 

IMMIGRATION  A  NATURAUZATION  SERVICE  ... 

3,189 

3.776 

9,603 

FEDERAL  PRISON  SYSTEM: 

SALARE8  A  EXPENSES . 

NATK)N>^  INSTITUTE  OF  CORRECTIONS . 

BUILDINQSAFACIUTES . 

TOTAL  FEDERAL  PRISON  SYSTEM . 

0 

0 

0 

OFFICE  OF  JUSTICE  PROGRAMS . .** 

3.971 

3,493 

300 

FEES  A  EXPENSES  Of  WITNESSES . 

543 

631 

678 

INDEPENDENT  COUNSEL . 

CIVIL  UB.  PUB.  EDUCATION  FUND . 

PRE-MERGER  FMJNQ  FEES . 

PUBLIC  SAFETY  OFFICERS  BENEFITS....** 
ASSETS  FORF  FUND  PERM  BUDGET  AUTHORI 

334 

403 

393 

DfVER8K)N  CONTROL  FEE . . 

IMMIGRATION  A  NATURALIZATION  FEES . 

1,965 

2,161 

2,413 

CRIME  VICTIMS  FUND . .** 

477 

499 

493 

TOTAL  DEPARTMENT  OF  JUSTICE . 

23,739 

24,740 

23,143 

**  NOTE:  FOr  1994  and  1096  granli  ora  nor 
by  Mi,  linoo  hlAortcal  InlormMlon  It  nol  i 
obignttom. 
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DePAmWOlT  OF  JUSTICE 
QEOGRAPHK:  OISTTVSUTION  OF  OeUQAl 
(DOLLARS  IN  THOUSANDS) 


t 


MARYIAM> 


APPROPRIATTON 

QENERM.  ADMINISTRATION . 

INSPECTOR  QENERM. . 

CRIME  CONTROL  FUND . 

WEH)  AND  SEED  FUND . 

QUANTKX)  T8AIMNQ  CENTER. 
U.S.  PAROIE  COMMISSION . 


1M9  10S4  1009 

ACTUALS  ESTIMATE  ESTIMATE 

000  072  014 


5.000  5.057  5,045 


QENERM.  LEOAL  ACTTVIT1B3: 

SOUaTORCJENERAL . 

TAXDMSON . 

CRIMINAL  DIVISION . 

CIVIL  DIVISION . 

ENVIRONMENT  &  NATURAL  RESOURCES  DIVK 

OFFICE  OF  LECMKL  COUNSEL. . 

CIVIL  RKaHTB  DIVISION . 

INTERPOL . 

LECJAL  ACTIVITIES  AUTOMATION . 

SPECIAL  COUNSEL  FOR  DISCRIMINATION . 

TOTAL  GENERAL  LEGAL  ACTMTIBS . 

ANTITRUSTOIVISION . 

US  ATTORNEYS . 

FOREIGN  CLAIMS  SETTLEMENT  COMMISSION 

US  MARSHALS . 

SUPPORT  OF  U.S.  PRISONERS . 

COMMUNITY  RELATIONS  SERVICE . 

U.S.  TRUSTEES . 

RADIATION  COMPENSATION  AOMIN  E»> . 

RADIATION  COMPENSATION  TRUST  FUND . 

ORGANIZED  CRIME  DRUG  ENFORCEMENT. . 

FEDERAL  BUREAU  OF  INVESTIGATION . 

DRUG  ENFORCEMENT  ADMIMSTRATION . 

IMMIGRATION  &  NATURAUZARON  SERVICE.  .. 

FEDERAL  PRISON  SYSTEM: 

8ALARC8S  EXPENSES . 

NATIONAL  INSTITUTE  OF  CORRECTIONS . 

BUtUDINGS  &  FAaUTCS . 

TOTAL  FEDERAL  PRISON  SYSTEM . 

OFFICE  OF  JUSTX^E  PROGRAMS . ** 

FEES  &  E»>EN8E8  OF  WITNESSES . 

INOEPEM)ENT  COUNSEL . 

CIVIL  UB.  PUB.  EDUCATION  FUND . 

PRE- MERGER  RLWG  FEES . 

PUBUC  SAFETY  OFFICERS  BENfflTS.  ...•* 
ASSETS  FORF  FUND  PERM  BUDGET  AUTHORI 

DIVERSION  CONTROL  FEE . 

IMMIGRATION  S  NATURAUZATION  FEES . 

CRIME  VICTIMS  FUND . 


245 

20,005 


25,254 


9.409 

2.977 

4.564 

1.553 

35 

5,786 

25,655 

2,552 

4.515 


24.575 

1,297 

3.745 

29,923 

25,552 

511 


490 

3.797 

145 

4,545 

1.717 


256 

25,975 


29,231 


10,101 

3,305 

5.705 

1,931 


5.720 

25,000 

2,506 

5,153 


27.546 

1,100 

1,157 

29.533 

21,229 

537 


124 

4.251 

510 

5.199 

1,477 


255 

29,595 


29,652 


9,914 

3,602 

5.412 

2.000 


6.506 

27.591 

2,179 

5,591 


64,570 

1,100 

7,060 

73,435 

11,354 

051 


4.102 

525 

5,776 

1,337 


TOTAL  DEPARTMENT  OF  JUSTICE. 


164.025  161.557  190.359 


**  NOTE:  For  1994  and  1995  granlB  ara  no 
by  itata,  ainca  hislorical  Inlbrmalion  la  not  i 
obUgaOons. 


OB’ARTMENT  OF  JUSTICE 
GEOQRAPKiC  WSTWamON  OFOaJQAl 
POLLARS  IN  THOUSANDS) 


MASS. 


lOOS  10S4  IMS 

APPROPRIATION  ACTUALS  ESTIMATE  ESTIMATE 

GENeiVM.ADMINeTRATK)N .  t.145 

INSPECTOR  GENER/^ . 

CRIME  CONTROL  FUND . 

WCTANDSEEDFUND . **  487 

QUANROO  TRAIMNQ  CENTER . 

U.S.  PAROLE  COMM»8ION . 


QENERM.  LEGAL  ACTMTIBB: 

SOUCrrOR  GENERAL . 

TAXOMSON . 

CRIMIMU.  DIVISION . . . . . 

CIVIL  DIVISION . 

ENVnONMENT  A  NATURAL  RESOURCES  OlVK 

OFFICE  OF  LEGAL  COUNSEL . 

CML  RIGHTS  DIVISION . 

INTERPOL . • . 

LEGAL  ACTMTieS  AUTOMATION . 

SPECIAL  COUNSEL  FOR  DISCRIMINATION . 

TOTAL  QENERM.  LEGAL  ACTTV1T1B3 . 

ANTITRUST  DIVISION . 

US  ATTORNEYS . 

FOREIGN  CLAIMS  SETTLEMENTCOMMiSSION 

US  MARSHALS . 

SUPPORT  OF  U  S.  PRWONBFW . 

COMMUNITY  RELATIONS  SERVICE . 

U.S.  TRUSTEES . 

RADIATION  COMPENSATION  AOMIN  E}0> . 

RADIATION  COMPENSATION  TRUST  FUND . 

ORGANIZED  CRIME  DRUG  ENFORCEMENT . 

FEDERM.  BUREAU  OF  INVESTIGATION., . 

DRUG  ENFORCEMENT  ADMINISTTV^TION . 

IMMIGR  A  iYM  &  NATURAUZATION  SERVICE .... 

FEDERAi.  PRISON  SYSTEM: 

SALARItSS  EXPENSES . 

NATIONAL  INSTITUTE  OF  CORRECTIONS . 

BUILDIIWS&FACIUTIE8 . 

TOTAL.  FEDERAL  PRISON  SYSTEM . 

OFFICE  OF  JUSTICE  l-ROQRAMS . ** 

FEES  &  E»>ENSES  OF  WITNESSES . 

INDEPENDENT  COUNSEL . 

CIVIL  UB.  PUB.  EDUCATION  FUND . 

PRE-MERGER  RUNG  FEES . 

I>U8UC  SAFETY  OFFICERS  BENOTTS....** 
/sSSETS  FORF  FUND  PERM  BUDGET  AUTHORI 

OIVERSK)N  CONTROL  FEE . 

IMMIGRATION  &  NATURAUZATION  FEES . 

CRIME  VICTIMS  FUND . .** 

TOTAL  DEPARTMENT  OF  JUSTICE . 


SOS 

SIS 

SIS 

426 

450 

450 

12 

0 

0 

74$ 

765 

785 

13.555 

14.733 

14.460 

3.1M 

3.553 

4.066 

4.5CM 

5,511 

6,303 

47S 

496 

525 

1,919 

1,6M 

2,154 

S6 

5,407 

5,367 

5,167 

30,219 

31,647 

32,513 

5.713 

6,295 

7.535 

0.160 

5.745 

9,474 

0 

0 

16.489 

122 

13.000 

77,500 

122 

13.000 

93.969 

16.635 

12.562 

1,277 

1.479 

1.526 

1,571 

229 

124 

5,642 

7,666 

7,360 

349 

1,224 

1,262 

4,946 

5,515 

6,102 

2,226 

2,397 

1,639 

12,990 

127.434 

196,769 

**  NOTE;  For  1994  and  1995  grants  art  no 
by  stata,  ainbt  hMorfcal  information  la  not  i 
obMgatfont. 


OB>Afm»ir  Cf  JUSTICE 
QEOGRAPHK)  t)l81BieirTK)N  OF  OOtXMl 
POOARS  IN  THOUSAND^ 


10S3 

MK>«GAN 

1004 

1006 

APPROPRIATION 

ACTUALS 

ESTIMATE 

ESTIMATE 

GENERAL  AOMINt9TTV^TION . 

INSPECTORGENERAL . 

CRIME  CONTROL  FUND . *• 

WEED  AND  SEED  FUND . ** 

QUANTIOO  TRAINING  CENTER . 

U.8.  PAROLE  COMMISSION . 

GENERAL  LEGAL  ACTTVITIBS: 

SOUaTOR  GENERAL . 

TAX  DIVISION . 

CRIMINAL  DIVISION . 

34 

35 

35 

CIVIL  DIVISION . 

04 

100 

100 

ENVIRONMENT  &  NATURAL  RESOURCES  DIVK 

OFFICE  OF  LEGAL  COUNSEL . 

CIVIL  RIGHTS  DIVISION . 

INTERPOL . 

LEGAL  ACTTVIRES  AUTOMATION . 

SPECIAL  COUNSEL  FOR  OISCRJMINKTION . 

TOTAL  GENERAL  LEGAL  ACTIVITIES . 

126 

135 

135 

ANTITRUST  DIVISION . 

US  ATTORNEYS . 

17,656 

16,777 

16,420 

FOREIGN  CLAIMS  SETTLEMENT  COMMISSION 
US  MARSHALS . 

4,445 

4,037 

6,677 

SUPPORT  OF  U  S.  PRISONERS . 

7,460 

0,103 

10,225 

COMMUNITY  RELATIONS  SERVICE . 

956 

317 

407 

US.  TRUSTEES . 

1,612 

1,668 

2,034 

RADIATXJN  COMPENSATION  ADMIN  EXP . 

RADIATION  COMPENSATION  TRUST  FUND . 

ORGANIZED  CRIME  DRUG  ENFORCEMENT. . 

6,336 

6,266 

6,006 

FEDERAL  BUREAU  OF  INVESTIGATION . 

30,507 

32,043 

33,223 

DRUG  ENFORCEMENT  ADMINISTRATION . 

11,316 

10,550 

0,007 

IMMIGRATION  &  NATURAUZATX>N  SERVICE  ... 

11,602 

12,436 

13,471 

FEDERAL  PRISON  SYSTEM; 

SALARIES  A  EXPENSES . 

24,366 

27,601 

26,000 

NATIONAL  IN3RTUTE  OF  CORRECTIONS . 

BWLDINQS&FAaUTlES . 

4,204 

2,612 

7,600 

TOTAL,  FEDERN.  PRISON  SYSTEM . 

26,570 

30,213 

36,606 

OFFICE  OF  JUSTICE  PROGRAMS . ** 

17,025 

17,724 

2,314 

FEES  &  EXPENSES  OF  WITNESSES . 

1,202 

1,334 

1,371 

INDEPENDENT  COUNSEL . 

CIVIL  U0.  PUB.  EDUCATION  FUND . 

PRE-MERGER  RUNG  FEES . 

PUBLIC  SAFETY  OFFICERS  BENBRTS  ..♦* 
ASSETS  FORF  FUND  PERM  BUDGET  AUTHORI 

6,777 

124 

0,641 

0,470 

DIVERSION  CONTROL  FEE . . . 

630 

2,244 

2,314 

IMMIGRATION  &  NATURAUZATION  FEES . 

3,660 

4.327 

4,602 

CRIME  VICTIMS  FUND . .•* 

3,006 

2,666 

2,464 

TOTAL  DEPARTMENT  OF  JUSTICE . 

157,601 

166,047 

160,146 

**  NOTE:  For  1094  and  1005  granli  tra  no 
by  state,  tinoo  hMorlcsl  Intoimation  Is  not  t 
obigstions. 


OB’AmMEKr  OF  JUSTICE 

qeoqraphk:  otstneunoN  OF  oeuGAi 

POLLAHS  IN  THOUSANDS) 


MINN. 

1W3  10»4 

APPftOPWATlON  ACTUALS  ESTIMATE 

GENERAL  ADMINISTRATION . 

INSPECTOR  GENERAL . 

CRIME  CONTROL  FUND . ** 

WEED  AND  SEED  FUND . •• 

QUANTIOO  TRAINING  CENTER . 

U.8.  PAROIE  COMMISSION . 

GENERA.  LEGAL  ACTTVITieS: 

SOLXaTOR  GENERAL . 

TAXOMSON . 

CRIMINAL  OlVISON .  19  19 

CIV)L  DIVISION .  69  50 

ENWIONMENT  ft  NATURAL  RESOURCES  DIVK 


OFFICE  OF  LEGAL  COUNSEL . 

CIVIL  RIGHT80M8ON . 

INTERPOL . 

LEGAL  ACTIVITIES  AUTOMATION . 

SPECIAL  COUNSEL  FOR  DISCRIMINATTON . 

TOTAL  GENERAL  LEGAL  ACTTVITIES .  100  09 

ANTITRUSTOIVISION . 

US  ATTORNEYS .  7,174  7.020 

FOREIGN  CLAIMS  SETTLEMENTOOMMISSfON 

US  MARSHALS .  2.290  2,643 

SUPPORT  OF  U  S.  PRISONmS .  3.020  4.419 

COMMUNITY  RELATIONS  SERVICE . 

U.8.  TRUSTEES .  1,145  1,194 

RADIATION  COMPENSATION  AOMIN  EXP . 

RADIATION  COMPENSATION  TRUST  FUND . 

ORGANIZED  CRIME  DRUG  ENFORCEMENT. .  1,116  1,109 

FEDERAL  BUREAU  OF  INVESTIGATION. .  9.621  10,205 

DRUG  ENFORCEMENT  ADMIMSTRATION .  1.444  1.306 

IMMIGRATION  a  NATTJRAUZATX)N  SERVICE.  ..  10,137  10.006 

FEDERAL  PRISON  SYSTEM; 

8ALARE8  8  E}0»ENSE8 .  58,006  04,697 

NATIONAL  INSTITUTE  OF  CORRECTIONS .  20  22 

emiDiNQS  a  faciuties .  2.330  500 

TOTAL  FBDERA.  PRISON  SYSTEM .  02.244  05,419 

OFFICE  OF  JUSTICE  PROGRAMS . .**  9.240  7,371 

FEES  a  EXPENSES  OF  WITNESSES .  1,166  1.220 

IND€PEM)ENT  COUNSEL . 

CIVIL  US.  PUB.  EDUCATION  FUND . 

PRE-MERGER  FlUNG  FEES . 

PUBLIC  SAFETY  OFFICERS  BENERTS....**  120  124 

ASSETS  FORF  FUND  PERM  BUDGET  AUTHORl  2,420  2,725 

DIVERSKJN  CONTROL  FEE  ...*. .  110  400 

IMMKamTION  a  NATURAUZARON  fees .  4,234  4,71 0 

CRIME  VICTIMS  FUND . .*•  1,004  1,790 


110.115  123,199 


1995 

ESTIMATE 


19 

50 


09 


7,467 

2,925 

4,903 

1,205 


1,073 

10.004 

1,032 

11,771 


67,131 

22 

0,566 

93,719 

1,112 

1,263 


2,016 

421 

6.211 

1,275 

140,060 


TOTAL  DEPARTMENT  OF  JUSTICE. 


**  NOTE:  For  1994  tnd  1996  grinli  art  nor 
by  itali,  tlnot  hMorIcal  Information  It  not  i 


841 


OePARTMENT  OF  JUSTICE 
QEOGfV^PHK;  DiSTWBUTION  OF  OBUOAl 
(POUARS  IN  THOUSANDS) 


APPROPRIATION 

GENERAL  ADMINISTRATION . 

INSPECTOR  GENERAL . 

CRIME  CONTROL  FUND . •* 

WEED  AND  SEED  FUND . . . *• 

QUANRCO  TRAINING  CENTER . 

US.  PAROiE  COMMISSION . 


1993 

ACTUALS 


19M 

ESTIMATE 


1995 

ESTIMATE 


GENERAL  LEGAL  ACTIVITieS: 

SOLICITOR  GENERAL . 

TAX  DIVISION . 

CRIMINAL  DMSON . 

CIVIL  DIVISION . 

ENVIRONMENT  4  NATURAL  RESOURCES  DIVK 

OFFICE  OF  LEGAL  COUNSEL . 

CIVIL  RIGHTS  DIVISION . 

INTERPOL . 

LEGAL  ACTIVITIES  AUTOMATION . 

SPECIAL  COUNSEL  FOR  OISCRIMINATXX^ . 

TOTAL  GENERAL  LEGAL  ACTMTIBB . 


ANTITTTUST  DIVISION . 

US  ATTORNEYS . M . 

FOREIGN  CLAIMS  SETTLEMENT  COMMISSION 

US  MARSHALS . . . 

SUPPORT  OF  U.8.  PRISONBTS . 

COMMUNITY  RELATIONS  SERVICE . 

U.S.  TRUSTEES . 

RADIATION  OOMPENSATX>N  AOMIN  EXP . 

RADIATX)N  COMPENSATION  TRUST  FUND . 

ORGANIZED  CRIME  DRUG  ENFORCEMENT. . 

FEDERAL  BUREAU  OF  INVESTIGATION . 

DRUG  ENFORCEMENT  AOMINSTRATX3N . 

IMMIQRATX)N  &  NATURAUZARON  SERVICE. ... 


FEDERAL  PRISON  SYSTEM; 

8ALAflC84E»>eNSE8 . 

NATION/N.  INSTITITTE  OF  CORRECTIONS.. 

BULDINQS  4  FACIUTTES . 

TOTAL  FEDERAL  PRISON  SYSTEM . 


OFFICE  OF  JUSTICE  PROGRAMS . *• 

FEES  4  EXPENSES  OF  WITNESSES . 

INDEPENDENT  COUNSEL . 

CIVIL  UB  PUB.  EDUCATION  FUND . 

PRE-  MERGER  FlUNG  FEES . 

PUBLIC  SAFETY  OFFICERS  BEN0RTS.  .•* 
ASSETS  FORF  FUND  PERM  BUDGET  AUTHORI 

0IVER8K>N  CONTITOt  FEE . 

IMMIGRATION  4  NATURAUZATX)N  FEES . 

CRIME  VICTIMS  FUND . 


7,091 

7.540 

7.400 

2,450 

2.754 

3,188 

1,302 

1,585 

1.781 

787 

820 

883 

1.378 

1.363 

1.318 

7,807 

8,178 

8,477 

587 

587 

575 

398 

424 

459 

25 

21 

21 

3,983 

51,950 

10,500 

3,968 

51,971 

10,521 

5,117 

8.928 

890 

724 

747 

789 

243 

227 

1,788 

2,018 

1,935 

90 

100 

110 

818 

843 

627 

TOTAL  DEPARTMENT  OF  JUSTICE.. 


**  NOTE  For  1994  arxi  1996  grants  ara  na 
by  stals,  sinoa  hMorlcal  information  is  not  I 
obftgationi. 
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OfsPARTMEHT  OF  JUSTICE 
CCOQRAP^IC  DISTTVaUTION  OF  OeLXUT 
POtJLARS  IN  THOUSANOe) 


lyissoun 


AFPROPflADON 

GENERM.  AOMmeTRATYON . 

INSPECTOR  GENERA . 

CRME  CONTROL  FUND... . 

WEED  AND  SEED  FUND . 

QUANTKX)  TRAINING  COLTER. 
U.8.  PAROLE  OOMlySSSION . 


%99$  1904  1900 

ACTUALS  ESTIMATE  ESTIMATE 


eoo 

1.000  1.024  1.509 


GENERAL  LEGAL  ACTIVITieS: 
SOUaTOR  GENERAL . 


TAX  DIVISION . 

CRIMMAL  DIVISION .  22 

CIVILDIVISION .  206 


ENWYONMENT  &  NATURAL  RESOURCES  DIVR 

OFFICE  OF  LEGAL  COUNSEL . 

CIVIL  RIGHTS  DIVISION . 

INTERPOL . . 

LEGAL  ACnvmES  AUTOMATION . 

SPKXAL  COUNSEL  FOR  DtSCRtMOMTION . 

TOTAL  GENERAL  LEGAL  ACTTVIRGS .  220 


29 

200 


229 


29 

200 


229 


ANTITRUST  OMSON . . . 

US  ATTORNEYS . 

FOREIGN  CLAIMS  SETTLEMENT  OOMM^SION 

US  MARSHALS . 

SUPPORTOFU.S.PRISONSW . 

COMMUNITY  RBATIONS  SERVICE . 

U.S.  TRUSTEES . 

RADIATION  COMPEN8ATX)N  AOMIN  E)P . 

RADIATION  COMPENSATK>N  TRUST  FUND . 

OBQANIZB)  CRIME  DRUG  ENFORCEMENT. . 

FEDERAL  BUREAU  OF  INVESTKSATYON . 

Df^  ENFORCEMENT  ADMINISTRATION . 

IMMIGRATX)N  A  NATURAUZATION  SERVICE.... 

FEDERAL  PRISON  SYSTEM: 

SALARIES  A  G5TO4SE8 . 

NATIONS.  INSTnUTE  OF  CORRECnONS . 

BUILDING3  A  FACIUTIES . 

TOTAL  FEDERAL  PRISON  SYSTEM . 

OFFICE  OF  JUSTICE  PROGRAMS . ** 

FEES  A  EXPENSES  OF  WITNESSES . 

INDEPENDENT  COUNSEL . 

aVJL  UB.  PUB,  EDUCATION  FUND . 

PRE-  MERGER  RUNG  FEES . 

PUBLIC  SAFETY  OFFICERS  BENERTS....** 
ASSETS  FORF  FUND  PERM  BUDGET  AUTNORI 

DIVERSION  CONTROL  FEE . 

IMMIGRATION  A  NATURAUZATION  FEES . 

CRIME  VICTIMS  FUND . .*• 

TOTAL  DEPARTMENT  OF  JUSTICE . 


14.565 

4.595 

4.497 

1,979 

1,S49 

59 

9,144 

94,929 

5.599 

2.701 


44.919 

2.297 

47,109 

11.524 

1,796 


993 

7,230 

232 

1,290 

2.979 

150,993 


15,600 

5,002 

5,407 

1,570 

2,090 

50 

9,102 

99,292 

5.909 

2.909 


49,599 

701 

40,297 

10,120 

1,790 


992 

9,132 

919 

1,449 

2,965 

155,951 


15,221 

5,965 

5,079 

552 

2,187 

50 

5,905 

97,505 

4,700 

9,196 


51,027 

5,500 

65,527 

1,245 

1,544 


7,518 

641 

1,541 

1.446 

154,598 


**  NOTE:  For  1094  and  1005  granls  ara  no 

- Ai^in  rtn  al  ^iln  —  wain  n  ^  m 

0^  rovvf  81009  ni880oc8u  ^8  no%  9 

ODtQMIOni. 


348 


OGPARTMBa  OF  JU3.TX:£ 
QBXFWHK:  OI8TraBinK>N  OF  OeUQAI 
FXXIARS  IN  THOUSAND^ 


MONT. 


1903  1004  1006 

APPROPftlATTON  ACTUALS  ESTIMATE  ESTIMATE 

OENEfV^.  ADM1NVSTRATK>N . 

INSPECTOR  GENERAL . 

CRIME  CONTROL  FUND . •* 

WEED  AND  SEH>  FUND . •* 

QUANTKX)  TRAIMNG  CENTER . 

U  S.  PAROLE  COMMISSION . 


QENERN.  LEGAL  ACTMTIES: 

SOUaTOR  GENERAL . 

TAX  DIVISION . 

CRIMIf^  DIVISION . 

CML  DIVISION . 

ENVffTONMENT  &  NATURAL  RESOURCES  OlVK 

OFFICE  OF  LEGAL  COUNSEL . 

CIVIL  RIGHTS  DIVISION . 

INTERPOL . 

LEGAL  ACRVITIBS  AUTOMATION . 

SPECIAL  COUNSEL  FOR  DISCRIMiNATION . 

TOTAL  GENERAL  LEGAL  ACTIVITIES . 

ANTITRUSTDIVISION . 

US  ATTORNEYS . 

FOREIGN  CLAIMS  SETTLEMENT  COMMISSION 

US  MARSHALS . 

SUPPORT  OF  U.8.  PRISONSTS . 

COMMUNITY  RELATX5NS  SERVICE . 

US.  TRUSTEES . 

RADIATION  COMPENSATION  ADMIN  EXP . 

RADIATION  COMPENSATION  TRUST  FUND . 

ORQANIZEO  CRIME  DRUG  ENFORCEMENT. . 

FEDERAL  BUREAU  OF  INVESTIGATX>N. . 

DRUG  ENFORCEMENT  ADMINISTRATION . 

IMMIGRATION  &  NATURAUZAT10N  SERVICE  ... 

FEDERAL  PRISON  SYSTEM: 

SALARIES  a  EXPENSES . 

NATIONAL  INSTITUTE  OF  CORRECTIONS . 

DWlDINGSaFAaUTKS . 

TOTAL  FEDERAL  PRISON  SYSTEM . 

OFFICE  OF  JUSTICE  PROGRAMS . •• 

FEES  a  EXPENSES  OF  WITNESSES . 

INOEPEfCENT  COUNSEL . 

CIVIL  UB.  PUB.  EDUCATION  FUND . 

PRE-MERGER  FIUNG  FEES . 

PUBLIC  SAFETYOFFICERS  BENSTTS.  ..•• 
ASSETS  FORF  FUND  PERM  BUDGET  AUTHORl 

DfVERSK>N  CONTROL  FEE . 

IMMIGRATION  a  NATURAUZAT10N  FEES . 

CRIME  VICTIMS  FUND . .*• 

TOTAL  DEPARTMENT  OF  JUSTICE . 


1  1  1 
SO  30  30 


31 

31 

31 

2.634 

2,601 

2,749 

1.351 

1,601 

1,726 

660 

792 

690 

435 

454 

469 

SO 

50 

SO 

T23 

716 

692 

4.102 

4,319 

4,575 

263 

263 

267 

5,967 

6.366 

6,916 

0 

0 

0 

2,641 

2,992 

600 

616 

635 

655 

120 

003 

906 

670 

386 

438 

491 

579 

658 

396 

21,363  22,962  21.419 


**  NOTE:  For  1994  and  1995  grarm  are  no 
by  state,  since  NstOi leal  Information  is  not  t 
obOgatione. 
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DGPAfnMBfrorJUBTICC 

oeoQiw^  oirrmiiiKM  or- oeuQA 

POiUm  IN  THOU6AND6) 


N-CAROUNA 


1999  1994  1996 

APPROmATION  RCHMUB  ESTIMATE  ESTIMATE 


QBCFW.  ADMINBTRATION . . . 

INSPECTOR  QENEFVM. . . . 

CRIME  CONTROL  FUND . •* 

WEED  AND  SEB)  FUND . *• 

QUANRCOTRAMNQ  CENTER . 

UA.  PAROLE  OOMMWOION..^ . 

GENERAL  LEGAL  ROTIVmeB: 

SOUCrrORGEN&W. . 

TAX  DIVISION . 

CRM9ML  DIVISION . 

6 

6 

e 

CIVIL  DIVISION . 

76 

78 

78 

ENVnONMENT  9  NATURAL  RESOURCES  OlVK 

OFFICE  OF  LEGAL  COUNSEL . 

CMLRWHTB  DIVISION . 

IMTFRPOl 

LECML  ACTIVITieB  AUTOMATION . 

SPECIAL  COUNSEL  FOR  DISCRIMimTION . 

TOTAL  QENERM.  LEGAL  ACTTVmeS . 

54 

61 

61 

ANTITRUSTDIVISION . 

US  ATTORNEYS . 

9344 

10,149 

0,961 

FOREIGN  CLAIMS  SETTLEMENT  COMM»SION 

US  MARSHALS . 

4.662 

6,177 

8394 

SUPPORT  OF  U.S.  PRISr^ mjW . 

10300 

12,490 

19,969 

COMMUNITY  RELATIONS  SERVICE . 

II  A  TWMTRTA 

MDMTKMOOMPENSA'nONAOMN  E»> . 

RADIATION  OOMP04SATION  TRUST  FUND . 

296 

100 

ORGANIZED  CRIME  DRUG  ENFORCEMENT . 

6.696 

9,006 

9,407 

FEDERAL  BUREAU  OF  INVESTIGATION . 

16321 

19,646 

14366 

DRUG  ENFORCEMB4T  ADMIMSTRATION . 

1396 

1,996 

1396 

IMMKHYLTION  4  NATURALIZATION  SERVICE.... 

641 

902 

977 

FEDERN.  PRISON  SYSTEM; 

SALARCS  4  EXPENSES . 

61310 

99322 

40327 

NATIONS.  INSTITUTE  OF  CORRECTIONS . 

1.416 

1,202 

1302 

8UliOINQ84FACMJTC8 . 

49.919 

1364 

11,266 

TOTAL  FEDERAL  PRISON  SYSTEM . 

76347 

96366 

69,096 

OFFICE  OF  JUSTICE  PROGRAMS . •• 

19.949 

12,919 

1399 

FEES  4  EXPENSES  OF  WITNESSES . 

1,729 

1,764 

1,996 

INDEPENDENT  COUNSEL . 

CIVIL  UB.  pua  EDUCATION  FUND . 

PRE-MERGER  FlUNQ  FEES . 

PUBLIC  SAFETY  OFFICERS  BENEFTrS....** 

1.091 

962 

ASSETS  FORF  FUND  PERM  BUDGET  AUTHORI 

0.699 

7347 

7,299 

DIVERSION  CONTROL  FEE . 

IMMKirVLTION  4  NATURALIZATION  FEES . 

1,049 

1,161 

1,941 

CRIME  VICTIMS  FUND . 

2,290 

2,109 

1342 

TOTAL  DEPARTMENT  Of  JUSTICE . 

146306 

110326 

117,021 

NOTE:  Ftr  1994  and  1996  granHirt  nor 
byMilt,  Nnot  liNtofteii  NdmiMlon  It  no4t 
obtQSttoni. 
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OCPARTMeNr  OF  JUSTICE 
QEOQRAPHK)  OfSTTVBUnON  OF  OeUQAI 
fXXJLARS  IN  THOUSANDS) 


N.  DAKOTA 

1903  1994  1095 

APPROP«ATK>N  ACTUALS  ESTIMATE  ESTIMATE 

QENEHAL  ADMINBTRATION . 

INSPECTON  GENERAL . 

CRIME  CONTROL  FUND . •• 

WEED  AND  SEED  FUND . *• 

QUANTIOO  TRAJMNQ  CENTER . 

U.8.  PAROLE  COMMISSION . 


GENERAL  LEGAL  ACTIVITieS; 

SOUarOR  GENERAL . 

TAX  DIVISION . 

CRIMINAL  DIVISION . 

aVH.  DIVISION . 

ENVffTONMENT  &  NATURAL  RESOURCES  DIVK 

OFFICE  OF  LEGAL  COUNSEL . 

CIVIL  RIGHTS  DIVISION . 

INTERPOL . 

LEGAL  ACTTVIT1B3  AUTOMATION . 

SPECIAL  COUNSe.  FOR  DISCRIMINATION . 

TOTAL  GENERAL  LEGAL  ACTIVITIES . 

ANTITRUST  OMSON . 

US  ATTORNEYS . 

IH>IEK3N  CLAIMS  SETTLEMENT  COMMIS8K3N 

US  MARSHALS . 

SUPPORT  OF  U.8.  PRISONERS . 

COMMUNITY  RELATIONS  SERVICE . 

U.8.  TRUSTEES . . . 

RADIATION  COMPENSATION  AOMIN  E»> . 

RADIATION  COMPENSATION  TRUST  FUND . 

ORGANIZED  CRIME  DRUG  ENFORCEMENT . 

FEDERAL  BUREAU  OF  INVESTIGATION . 

DRUG  ENFORCEMR4  T  AOMINI8TRATX)N . 

IMMIGRATION  A  NATURAUZATXW  SERVICE  ... 


4  0  0 


4 

0 

0 

^173 

2,311 

2,206 

1,396 

1,552 

1,785 

340 

414 

465 

S7 

296 

1,007 

350 

3,745 


0 

295 

1,065 

350 

4,010 


0 

1 

4 


FEDERN.  PRISON  SYSTEM: 

8ALARCSAE»>'£N8ES . 

NATIONAL  INSTI AJTE  OF  CORRECTIONS . 

BmiDINGS  &  FAaUTE® . 

TOTAL  FBDERN.  PRISON  SYSTEM .  0 


0 


OFFICE  OF  JUSTICE  PROGRAMS . *• 

FEES  &  E»>eNSE8  OF  WITNESSES . 

INDEPEMJENT  COUNSEL . . . 

CIVIL  U8.  PUB.  EDUCATION  FUND . 

PRE-MERGER  RI14G  FEES . 

PUBLIC  SAFETY  OFFICERS  BENBRTS. 

ASSETS  FORF  FUND  PERM  BUDGET  AUTHORI 

DIVERSK)N  CONTROL  FEE . 

IMMIGfHTION  &  NATURAUZATION  FEES . 

CRIME  VICTIMS  FUND . 

TOTAL  DEPARTMENT  OF  JUSTICE . 


2,351 

2,325 

600 

164 

190 

195 

234 

124 

112 

123 

120 

79 

66 

97 

460 

479 

353 

12,053 

13,327 

11,970 

**  NOTE;  For  1994  and  1996  grants  art  no 
by  state,  slrtoa  NMMical  Ir^lormation  is  not  f 


UM 


OEPAmMerr  OF  jus'ncE 
oEoarw^HK  mimmioN  oeuQAi 
POLLARS  M  THOUaAM>3) 


NEBRASKA 


1909  1904  1995 

APPROPRIATION  ACTUALS  ESTIMATE  ESTIMATE 

QEN0M.  ADMWBTRATION . 

INSPECTOR  QENEWM- . 

CRMI* CONTROL  FUND . •* 

WEED  AND  SEED  FUND . •*  290 

QUANTKX>TRAINNQ  CENTER . 

UA.  PAROIE  00MM»S10N . . . 


GENERAL  LEGAL  ACnvmeB: 

SOUCnOROOIERAL . 

TAX  DIVISION . 

CRMyOf^  DIVISION . 

CIVIL  DIVISION . 

ENVnONMENT  A  NATURAL  RESOURCES  DIVK 

OFFICE  OF  LEGAL  COUNSEL . 

CIVIL  RK»fT8  DIVISION . 

tNI'ERFOL . 

LEGAL  Acfiviinia  AU^^ 

SPECIAL  COUNSEL  FOR  DISCRIMIIMTX>N . 

TOTAL  GENERN.  LEGAL  ACTTVITIES . 

ANTITRUST  DIVISION . 

US  ATTORNEYS . 

FOREIGN  CLAIMS  SETTLEMENT  COMMI3SXM 

US  MARSHALS . 

SUPPORT  OF  U.S.  PRI80NBW . 

COMMUNITY  RELATKINS  SERVICE, . 

U.8.  TRUSTEES . 

RADIATION  COMPENSATION  ADMIN  E»> . 

RADIATION  COMPENSATION  TRUST  FUND . 

ORGANIZED  CRIME  DRUG  ENFORCEMENT . 

FB>ERAL  UIREAU  OF  INVESTIGATION. . 

DRUG  ENFORCEMENT  ADMINISTRATION . 

IMMIGRATION  &  NATURAUZATX>N  SERVICE. ... 

FEDERAL  PRISON  SYSTEM: 

SALARIES  A  EXPENSES . 

NATX>NAL  INSTITUTE  OF  CORRECTIONS . 

BULDINQS  a  FACIUTTES . 

TOTAL  FEDERAL  PRISON  SYSTEM . 

OFFICE  OF  AISTICE  PROGRAMS . .*• 

FEES  A  e»>ENSES  OF  WITNESSES . 

INDEPENDENT  COUNSEL . 

CIVIL  US.  PUB.  BXICATION  FUND . 

PRE-  MERGER  RUNG  FEES . 

PUBLIC  SAFETY'  TIGERS  BENSITB....** 
ASSETS  FORF  FUND  PERM  BUDGET  AUTHOR! 

OIVERSK3N  CONTROL  FEE . 

IMMIGRATION  A  NATURAUZARON  FEES . 

CRIME  VICTIMS  FUND . .** 

TOTAL  OB>ARTMENT  OF  JUSTX^E . 


47 

49 

49 

SO 

60 

60 

127 

99 

99 

S.419 

9,535 

3,659 

1,415 

1,571 

1,507 

^255 

2,755 

3,129 

553 

657 

532 

2.225 

2,196 

2,121 

5,915 

5,196 

5,425 

435 

435 

442 

1,800 

1,930 

2,000 

0 

0 

0 

4,053 

3,573 

500 

580 

505 

528 

124 

127 

1,535 

1,733 

1,553 

7,503 

5,452 

0,321 

534 

509 

555 

32,079 

34,610 

33,110 

**  NOTE;  Fof  1994  and  1995  grantt  are  no 
by  flala.  tine*  hlMoflcal  information  Is  not  f 
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DB’AmMBa  Of  JUSTICE 
QEOQRAPHIC  DISTniBUnON  Of  OeUQAI 
(DOLLARS  IN  THOUSANDS) 


NEVADA 

1093  1994  1906 

APPROPfSATION  ACTUALS  ESTIMATE  ESTIMATE 

GENERAL  ADMINISTRATION . 

IN8PECTORQENERAL . 

CRIME  CONTROL  FUND . •* 

WEED  AND  SEED  FUND . •* 

QUANTKX)  TRAINING  CENTER . 

US.  f  AROLE  COMMISSION . 


GENERAL  LEGAL  ACTIVITIES: 

SOUaTOR  GENERAL . 

TAX  DIVISION . 

CRIMII^  DIVISION . 

CIVIL  DIVISION . 

ENVWONMENT  A  NATURAL  RESOURCES  OlVK 

OfFL  EOF  LEGAL  COUNSEL . 

CIVIL  RWHIS  DIVISION . 

INTERPOL . 

LEGAL  ACTIVITIES  AUTOMATION . 

SPECIAL  COUNSEL  FOR  DISCRIMINATION . 

TOTAL  GENERAL  LEGAL  ACRVITieS . 

ANT1TRU3TOIVISION . 

US  ATTORNEYS . 

FOREIGN  CLAIMS  SETTLEMENT  COMMISSION 

US  MARSHALS . 

SUPPORT  Of  U.8.  PRISONERS . 

COMMUNITY  RELATIONS  SERVICE . 

US.  TRUSTEES . 

RADIATION  COMPENSATION  ADMIN  EW> . 

RADIATION  COMPENSATION  TRUST  FUND . 

ORGANIZED  CRIME  DRUG  ENFORCEMENT . 

FEDERAL  BUREAU  OF  INVESTIGATION . 

DRUG  ENFORCEMENT  ADMINISTRATION . 

IMMIORATXJN  A  NATURAUZATION  SERVICE .... 

FEDERAL  PRISON  SYSTEM; 

SALARES4EW>ENSE3 . 

NATIONAL  INSTITUTE  OF  CORRECTIONS . 

BUILDINQS  &  FAdUTIES . 

TOTAL  FH3ERAL  PRISON  SYSTEM . 

OFFICE  Of  JUSTICE  PROGRAMS . 

FEES  &  EXPENSES  OF  WITNESSES . 

INDEPENDENT  COUNSEL . 

CIVIL  UB.  PUB.  HXJCATION  FUND . 

PRE-MERGER  RUNG  FEES . 

PUBLIC  SAFETY  OFFICERS  BENBTTS....** 
ASSETS  FORF  FUND  PERM  BUDGET  AUTHORI 

DIVERSION  CONTROL  FEE . 

IMMIGRATION  A  NATURAUZATION  FEES . 

CRIME  VICTIMS  FUND . 

TOTAL  DEPARTMENT  OF  JUSTICE . 


46 

50 

50 

34 

30 

30 

62 

60 

60 

5,971 

6,349 

6,231 

1,935 

2,149 

2,471 

3,696 

4,746 

5.333 

909 

947 

1.021 

52 

55 

56 

3,279 

3,000 

2,000 

2,422 

2.404 

2,325 

13,095 

13,714 

14,219 

1,567 

1,567 

1.569 

2.130 

2,263 

2.472 

5,433 

5,666 

6,166 

76 

51 

500 

5,511 

5,939 

6,666 

6,761 

4,153 

600 

1,041 

1.074 

1,107 

120 

3.006 

3.366 

3,254 

630 

922 

1,015 

565 

476 

518 

»,164 

53,246 

50,960 

NOTE:  For  1094  and  1905  gnmH  aro  na 
by  atata,  tlnoa  hModcal  Inkxmabon  ii  not  I 
obtgatfona. 
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OEPARTIlQir  OF  JU6TX:E 
OeOQfWHK^DieTmUTION  OFOeUGMI 
POOARS  IN  IHOUSANDQ 

NEWHAMP8HRE 


APPROPRIATION 

GENERAL  AOM)NISTRATX>N . 

INSPECTOR  QENERN. . 

CRIME  CONTROL  FUND . 

WEED  AND  SEED  FUND . 

QUANncO  TTVMNINQ  CENTER.. 
U.8.  PAROIE  COMMISSION . 


1909 

ACTUALS 


1004 

ESTIMATE 


1996 

ESTIMATE 


GENERAL  LEGAL  ACT1VITTE9: 

SOUaTCR  GENERAL . 

TAX  DIVISION . 


CRIMINAL  DIVISION . 

14 

14 

14 

CIVIL  DIVISION . 

ENVnONMENT  &  NATURAL  RESOURCES  DIVK 

OFFICE  OF  LEGAL  COUNSEL . 

CIVIL  RIGHTS  DIVISION . 

INTERPOL . 

LEGAL  ACTIVITIES  AUTOMATION . 

SPECIAL  COUNSEL  FOR  DISCRIMINATX)N . 

29 

90 

30 

TOTAL  GENERAL  LEGAL  ACTIVITIES . 

43 

44 

44 

ANTITRUST  OMSON . 

US  ATTORNEYS . 

FOREIGN  CLAIMS  SETTLEMENT  COMMISSION 

2,493 

2,661 

2,602 

US  MARSHALS . 

969 

1,096 

1,263 

SUPPORT  OF  U  S.  PRISONERS . 

COMMUNITY  RELATX5N3  SERVICE . 

581 

70b 

796 

US.  TRUSTEES . 

RADIATION  OOMPENSATX>N  AOMIN  0^ . 

271 

262 

304 

RADIATION  COMPENSATION  TRUST  FUND . 

29 

ORQANIZH)  CRIME  DRUG  ENFORCEMENT. . 

293 

292 

262 

FEDERAL  BUREAU  OF  INVESTIQATXJN . 

1,133 

1,167 

1,230 

DRUG  ENFORCEMENT  ADMINS'mATION . 

392 

332 

337 

IMMIGRATION  &  NATURAUZATION  SERVICE  ... 

75 

80 

87 

FEDERAL  PRISON  SYSTEM: 

SALARIES  SE»>ENSES . 

NATIONAL  INSTITUTE  OF  CORRECTIONS . 

BUILDINGS  a  FAOUTIES . 

60 

53 

53 

TOTAL  FEDERAL  PRISON  SYSTEM . 

60 

53 

53 

OFFICE  OF  JUSTICE  PROGRAMS . ** 

3,066 

9,269 

600 

FEES  a  E)9>ENSES  OF  WITNESSES . 

INDEPEM)ENT  COUNSEL . 

166 

194 

199 

aVlL  Ua  PUB.  EDUCATION  FUND . 

PRE-MERGER  RLWQ  FEES . 

PUBLIC  SAFETY  OFFICERS  BENfflTS....** 

243 

ASSETS  FORF  FUND  PERM  BUDGET  AUTHORI 
DIVERSK)N  CONTROL  FEE . 

360 

427 

411 

IMMIGRATION  a  NATURAUZATION  FEES . 

0 

0 

0 

CRIME  VICTIMS  FUND . .** 

460 

517 

467 

TOTAL  DEPARTMENT  OF  JUSTWE . 

10,376 

11,397 

6,674 

**  NOTE:  For  1904  and  1996  grant  art  nor 
fay  tiate,  alnoa  hMorfcal  Informaitton  It  not  f 
oWgaOorw. 


OEPARniGKr  OF  JUSIKE 
OCOQfW^HK:  OttTR«JTX)N  OF  OeU^ 
POUARS  IN  THOUSANDS) 

NEW  JERSEY 


APPROPrtATION 

OENERN.  ADMINi3TRATK>N . 

INSPECTOR  GENERAL . 

CRIME  CONTROL  FUND . 

WEED  AND  SEED  FUND . 

QUANTKX)  TTVUNING  CENTER. . 
U.S.  PAROIE  COMMISSION . 


1003  1004 

ACTUALS  ESTIMATE 
072  •  744 


i:2SO 


1006 

ESTIMATE 

781 


GENERAL  LEGAL  ACTIVITIES: 

SOLICITOR  GENERAL . 

TAX  DIVISION . 


CRIMINAL  DIVISION . 

112 

116 

118 

CIVIL  DIVISION . 

00 

00 

00 

ENVmNMENT  &  NATURAL  RESOURCES  DIVK 

OFFICE  OF  LEGAL  COUNSEL . 

CIVIL  RIGHTS  DIVISION . 

INTERPOL . 

LEGAL  ACTIVITIES  AUTOMATION . 

SPECIAL  COUNSEL  FOR  DISCRIMINATION . 

TOTAL  GENERAL  LEGAL  ACTIVITIES . 

202 

206 

208 

ANTITRUST  DIVISION .  . 

US  ATTORNEYS . 

19,304 

20,822 

20,240 

FOREIGN  CLAIMS  SETTLEMENT  COMMISSION 

US  MARSHALS . 

3,416 

3,708 

4,368 

SUPPORT  OF  U.S.  PRISONERS . 

7,456 

0,080 

10,200 

COMMUNITY  RELATKDN8  SERVICE . 

U.S.  TRUSTEES . 

1,348 

1,403 

1,511 

RADIATION  COMPENSATION  ADMIN  03> . 

RADIATION  OOMPENSATK>N  'mUST  FUND . 

ORGANIZED  CRIME  DRUG  ENFORCEMENT . 

82 

5,784 

5,711 

5,522 

FEDERAL  BUREAU  Of  INVESTIGATION . 

61,560 

50,168 

52,445 

DRUG  ENFORCEMENT  ADMINISTRATION . 

7,805 

8,008 

5,841 

IMMIGRATION  8  NATURAUZATK>N  SERVICE .... 

7.732 

8,280 

8,978 

FEDERAL  PRISON  SYSTEM: 

SALARCS  8  EXPENSES . 

30,071 

56,437 

61,458 

NATIONAL  INSTITUTE  OF  CORRECTIONS . 

BULDINQSAFAaUTlES . 

10,034 

600 

11,000 

TOTAL  FEDERAL  PRISON  SYSTEM . 

50,005 

56,037 

02,458 

OFFICE  OF  JUSTICE  PROGRAMS . 

14,770 

15,771 

1,718 

FEES  8  EXPENSES  OF  VWTNESSES . 

508 

525 

541 

INDEPENDENT  COUNSEL . 

CIVIL  UB.  PUB.  EDUCATION  FUND . 

PRE>MERQER  FlUNG  FEES . 

PUBLIC  OFFICERS  BENSHTS....** 

ASSETS  FvDRF  FUND  PERM  BUDGET  AUTHORI 

487 

3,247 

3.808 

3,403 

DIVERSION  CONTROL  FEE . 

581 

2,040 

2,103 

IMMIGRATIONS  NATURAUZATION  FEES . 

0,830 

10,716 

11,619 

CRIME  VICTIMS  FUND . .*• 

3,388 

2,114  . 

2,080 

TOTAL  DEPARTMENT  OF  JUSTICE . 

180,147 

107,733 

224,100 

**  NOTE;  For  1004  and  1006  gwiO  vo  no 
by  ftatt,  9k)om  hlMorlcol  lr#ornU(bon  li  ncA  i 


850 


DePARH^ENT  OF  JUSTICe 
QE0Qfw>HK:  omina/TxsN  Of  oeuGAi 
(DOULARS  IN  THOUSANDS) 


N-MEMOO 

1093  1094  1906 

AR>nOPflATX)N  ACTUALS  ESTIMATE  ESTIMATE 

QENERN.ADM1NI3TTVKTX>N . 

INSPECTOR  GENERAL . 

V  CRIME  CONTROL  FUND . •• 

WEED  AND  sea)  FUND . *• 

pUANT100.TiWVWNaCENTER^>^ . 

-U.8.  PAB0LECOMM1S3ON . 


GENERAL  LEGAL  ACTTVITIES: 

SOUaTOR  GENERAL . 

TAXDIVISON . 

CRIMINAL  OMSON . 

CIVIL  DIVISION . 

ENVRONMENT  A  NATURAL  RESOURCES  OlVK 

OFFICE  OF  LEGAL  COUNSEL . 

CIVIL  RIGHTS  DIVISION . 

INTERPOL . 

LEGAL  ACnWRES  AUTOMATX)N . 

SPECIAL  COUNSEL  FOR  DISCRIMINATKW . 

TOTAL  GENERAL  LEGAL  ACTIVIT1B3 . 

ANTITRUST  DIVISION . 

US  ATTORNEYS . 

FOREIGN  CLAIMS  SETTLEMENT  COMMISSION 

US  MARSHALS . 

SUPPORT  OF  U.3.  PRISONBTS . 

COMMUNITY  RELATIONS  SERVICE . 

U  S.  TRUSTEES . 

RAOIATXJN  COMPENSATION  ADMIN  EXP . 

RADIATION  COMPENSATION  TTrUST  FUND . 

ORGANIZED  CRIME  DRUG  ENFORCEMENT . 

FEDERAL  BUREAU  OF  INVESTIGATION. . 

DRUG  ENFORCEMENT  ADMINISTRATION . 

IMMIGRATION  &  NATLIRAUZATX)N  SERVICE.  .. 

FEDERAL  PRISON  SYSTEM; 

SALARIES  &E»>eNSES . 

NATIONAL  INSTITUTE  OF  CORRECTIONS . 

BULDINQSAFAaUTlES . 

TOTAL  FEDERAL  PRISON  SYSTEM . 

OFFICE  OF  JUSTICE  PROGRAMS . ** 

FEES  S  E)0>ENSES  OF  WITNESSES . 

INDEPENDENT  COUNSEL . 

CIVIL  UB.  PUB.  EDUCATX>N  FUND . 

PRE-MERGER  RUNG  FEES . 

PUBLIC  SAFETY  OFFICERS  BENfflTS....** 
ASSETS  FORF  FUND  PERM  BUDGET  AUTHORI 

DIVERSION  CONTROL  FEE . r . 

IMMIGRATION  A  NA1\IRAUZATK>N  FEES . 

CRIME  VICTIMS  FUND . .*• 

TOTAL  DEPARTMENT  OF  JUSTICE . 


1  1  1 

42  40  40 


43 

41 

41 

4,773 

5,075 

4,951 

1,655 

1,871 

2,152 

5.709 

5,274 

9,294 

553 

570 

520 

16 

15 

20 

6,554 

5,000 

5,000 

2,627 

2,601 

2,514 

6,688 

9,099 

9,433 

2,150 

2,000 

1,954 

14,696 

15,755 

17,053 

0 

0 

0 

3,513 

4,270 

600 

1.077 

1,111 

1,145 

229 

247 

3.659 

4,154 

3,990 

50 

204 

210 

295 

330 

301 

1,010 

933 

579 

K).S51 

01.045 

69,957 

**  NOTE:  For  1994  arxi  1995  gnnli  ars  ra 
by  ttata,  tinea  hMorlcal  lrformatk>n  ii  not  I 
obUgatlont. 
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OCPARTMEHr  OF  JUBTICC 
QEOQfWHK;  [)l8Tf«0llTK)N  OF  OeUQAl 
POLLAR8  IN  THOUBANOe) 


N.YORK 


1B03  10M  1908 

APPROPttATX)N  ACTUALS  ESTIMATE  ESTIMATE 

GENERAL  AOMrf«STT\ATK>N .  2^  S.OSI  3^ 

INSPECTOR  GENERAL .  1.QS2  1.783  1,788 

CRMAE  CONTROL  FUND . •* 

WSD  AND  SEED  FUND . •* 


QIMNTKX)  TRAMNQ  CENTER. 
UB.  PAROLE  OOMM»SION . 


GENERAL  LEGAL  ACTTVmeS: 

SOOaTOR  GENERAL . 

TAX0M8I0N . 

C«Mm.  DIVISION . 

CIVIL  DIVISION . 

ENVfTONMEKT  a  NATURAL  RESOURCE^  DIVK 

OFFICE  OF  LEGAL  COUNSEL . 

CIVIL  WQHTS  DIVISION . 

INTERPOL . 

LEGAL  ACTTVITIBS  AUTOMATON . 

SPECIAL  COUNSEL  FOR  DISCRIM1NATK>N . 

TOTAL  GENERN.  LEGAL  ACTTVIT1G3 . 

ANTITRUSTDIVISION . 

USAnORNEYS . 

FOREIGN  CLAIMS  SETTLEMENT  COMMISSION 

USMARSHALB . 

SUPPORT  OF  U  S.  PRISONBIS . 

COMMUNITY  RELATIONS  SERVICE . 

U.S.  TRUSTEES . 

RADIATION  COMPENSATION  ADMIN  E)8> . 

RADIATION  COMPENSATION  TRUST  FUND . 

ORGANGS)  CRIME  DRUG  ENFORCEMENT . 

FEDERAL  BUREAU  OF  INVESTIGATION . 

DRUG  ENFORCEMENT  AOMIN3TRATION . 

IMMIGRA'nON  a  NATURAUZATION  SERVICE... 

FEDERAL  PRISON  SYSTEM: 

SALARE8  a  EXPENSES . 

NATION>M-  INSTITUTE  OF  CORRECTKINS . 

BWLDINQS  a  FAOUTKS . 

TOTAL  FEDERN.  PRISON  SYSTEM . 

OFFICE  OF  JUS-nCE  PROGRAMS . *• 

FEES  a  E»>EN3ES  OF  WITNESSES . 

INDEPENDENT  COUNSEL . 

CIVIL  UB.  PUB.  EDUCATK)N  FUND . 

PRE-MERGER  F1UNQ  FEES . 

PUBLIC  SAFETY  OFFICERS  BENffITS.  .** 
ASSETS  FORF  FUND  PERM  BUDGET  AUmORI 

DIVERSION  CONTROL  FEE . 

IMMIGRATION  a  NATURAUZATION  FEES . 

CRIME  VICTIMS  FUND . .*• 

TOTAL  DEPARTMENT  OF  JUSTICE . 


196  204'  204 

1.791  1.000  1.908 


1,989 

3,173 

91,523 

18,361 

23.020 

2,949 

8.062 


28.864 

180,098 

41.433 

47.468 


87,782 

367 

121.749 

189,898 

38.293 

4.339 


1, 1  ro 

1.094 

80.233 

872 

41.168 

7.396 

778,630 


2,084 


97.328 

16.158 

27.200 

2,739 

8,306 


28,865 

177,089 

40,389 

50,888 


78,488 

311 

18,841 

97,838 

30,644 

4,478 


1.928 

494 

87,769 

3,080 

45,888 

6,274 

719,304 


2,112 

3.375 

95,621 

20,882 

30,553 

2,864 

8,794 


27,731 

183,813 

38,771 

55,112 


82,483 

311 

15,077 

97,851 

4.079 

4.612 


2.042 

85,147 

3,155 

50,704 

4,547 

704,244 


**  NOTE:  For  1994  and  1996  granta  ara  rxr 
by  itele.  tlrica  N-^iorlcal  Information  to  not  i 
oblgationa. 


oe»AirrMEKr  Of  JUSTICE 

OeOCaRAPHKi  DfSTWBUTXDN  Of  OeUQAl 
fXXlAnS  IN  THOUSANDS) 


OHIO 

1993  1094 

APPROPRIATION  ACTUALS  ESTIMATE 

GENERAL  ADMINISTRATION . 

INSPECTORGENERAL . 

CRIME  CONTROL  FUND . ** 

WEED  AND  SEED  FUND . ** 

QUANTKX)  TRAINING  CENTER . 

U  S.  PAROLE  COMMISSION . 

GENERAL  LEGAL  ACTIVIRES: 

SOUaTOR  GENERAL . 

TAX  DIVISION . 

CRIMINAL  DIVISION .  54  56 

aVILOMSION .  191  200 

ENVIRONMENT  A  NATURAL  RESOURCES  DIVR 


OFFICE  OF  LEGAL  COUNSEL . 

aVIL  RIGHTS  DIVISION . 

INTERPOL . 

LEGAL  ACTTVIRES  AUTOMATION . 

SPECIAL  COUNSEL  FOR  DISCRIMINATION . 

TOTAL  GENERAL  LEGAL  ACTIVIRES .  245  256 

ANRTRU8T  DIVISION .  2.307  2,406 

US  ATTORNEYS .  16.776  19,965 

FOREX3N  CLAIMS  SETTLEMENT  COMMISSION 

US  MARSHALS .  4.342  4.622 

SUPPORT  OF  U.8.  PRISONERS .  6,664  6.385 

COMMUNITY  RELATIONS  SERVICE . 

U.S.  TRUSTEES .  3,121  3.252 

RADIATION  COMPENSATION  AOMIN  . 

RADIATION  COMPENSATION  TRUST  FUND .  6  0 

ORGANIZED  CRIME  DRUG  ENFORCEMENT .  6.245  6.170 

FEDERAL  BUREAU  OF  1NVESRQA7ION .  32,989  34.548 

DRUG  ENFORCEMENT  ADMIMSTRARON .  2.200  1.617 

IMMIGRATION  &NATURAUZATION  SERVICE...  2,511  2,692 

FEDERAL  PRISON  SYSTEM: 

SALARIES  A  E»>ENSE8 . 

NATIONAL  INSRTUTH  OF  CORRECTIONS . 

BUILDINQ3AFACIUTIES .  166  11,026 

TOTAL  FEDERAL  PRISON  SYSTEM .  166  1 1 .026 

OFFICE  OF  JUSTTCE  PROGRAMS . **  20,561  19,734 

FEES  A  EXPENSES  OF  WITNESSES .  1,559  1,806 

INDEPENDENT  COUNSEL . 

CIVIL  UB.  PUB.  EDUCATION  FUND . 

PRE-MERGER  RUNG  FEES .  656  1.400 

PUBLIC  SAFETY  OFFICERS  BENERTS..  ..**  1,066  247 

ASSETS  FORT  FUND  PERM  BUDGET  AUTHORI  7,777  6.776 

DIVERSION  CONTROL  FEE .  320  1,122 

IMMIGRATION  A  NATURAUZATION  FEES .  1 .661  2.063 

CRIME  VICTIMS  FUND . 5.453  6,300 

TOTAL  DEPARTMENT  Of  JUSTICE .  1 19.227  136.670 


1996 

ESTIMATE 


56 

200 


256 

2,454 

19.595 

5,546 

9,396 

3,503 

0 

5,966 

35,621 

1,041 

2,916 


66,000 

66,000 

2,601 

1,657 


1,464 

6,421 

1,157 

2,314 

2,643 

172,971 


•*  NOTE:  Fof  1094  and  1995  grants  are  na 
by  state,  since  Tililorical  Intormatton  is  not  i 
obigatlons. 


OePARTlyiENr  OF  JUSTICE 
QEOQRAPHK5  OWTIWmON  OF  OeUGWVI 
«X)UAR8  IN  THOUSANDS) 


OKLAHOMA 

IMS  1M4  IMS 

APPnOPniATX5N  ACTUALS  ESTIMATE  ESTIMATE 

QENEBN.  ADMINISTRATION . 

INSPECTOR  GENERAL . 

CRIME  CONTROL  FUND . •• 

WEED  AND  SEED  FUND . •• 

QUANROOTRAINWQ  CENTER . 

U.8.  PAROLE  OOMM»8ION . 


GENERAL  LEGAL  ACT?VmGS: 

eoucrron  GENERAL . 

TAX  DIVISION . 

CRIMIIML  DIVISION . 

CIVIL  DIVISION . 

ENVffK>NMEMr  A  NATURAL  RESOURCES  DIVX 

OFFICE  OF  LEGAL  OOUNSB^ . 

CIVIL  RK»fr8  DIVISION . 

INTEflPa . 

LEGAL  ACTTVIREB  AUTOMATON . 

SPECIAL  COUNSEL  FOR  DISCRIMINATION . 

TOTAL  QENERN.  LEGAL  ACTTVITIBS . 

ANTITRUST  DIVISION . 

US  ATTORNEYS . 

FOREX3N  CLAIMS  SETRJEMENr  COMMISSION 

US  MARSHALS . 

SUPPORT  OF  U.8.  PRtSONSe . 

COMMUNmr  RELATIONS  SERVICE . 

US.  TRUSTEES . 

RADIATION  COMPENSATX^N  AOMIN  BX* . 

FVMXATION  COMPENSATION  TRUST  FUND . 

ORGANIZED  CRIME  DRUG  ENFORCEMENT . 

FQ)ERAL  BUREAU  OF  IN^TIGARON . 

DRUG  ENFORCEMENT  AOMIMSTRATKM . 

IMMKMTK>N  A  NATURAUZAT10N  SERVICE... 

FB3ERAL  PRISON  SYSTEM: 

SALARE8  A  E)E>ENSES . 

NATIONS.  INSTITUTE  OF  CORRECTIONS . 

BUlJDINOSAFACILfnES . 

TOTAL  FBXr\AL  PH90H  SYSTEM . 

OFFICE  OF  JUSTICE  PROGRAMS . ** 

FEES  A  E)S>ENSES  Of  WITNESSES . 

INOB>ENDENT  COUNSEL . 

CML  Ua  PUB.  HXiCATION  FUND . 

PRE-MERGER  RUNG  FEES . 

PUBLIC  SAFETY  OFFICERS  BENEFITS..  . 
ASSETS  FORF  FUND  PERM  BUDGET  AUTHORI 

DIVERSION  CONTROL  FEE . 

IMMIGfVkTION  A  NATURAUZATION  FEES . 

CRIME  VICTIMS  FUND.. . .•* 

TOTAL  DEPARTMENT  OF  JUSTK^ . 


22 

28 

28 

18 

18 

18 

40 

88 

38 

10,451 

11,113 

10,007 

4,800 

5,200 

5M0 

2.788 

8,308 

8,017 

1,117 

1,184 

i;254 

50 

2.080 

2,837 

2,580 

18.404 

17,274 

17,010 

1,300 

1,100 

048 

022 

807 

722 

28,008 

31,570 

58,858 

10 

8 

8 

4,247 

4,829 

8.247 

33,285 

88,403 

87,113 

8,245 

6,132 

701 

1,857 

1,710 

1,781 

173 

2,041 

2,205 

2,207 

145 

510 

526 

202 

324 

387 

1,383 

1.400 

071 

15,481 

01,538 

117,782 

**  NOTE:  Fof  1994  tnd  IMS  grant  nor 
fay  tMt,  tlnoa  hlilorica)  lr4brm«lion  It  not  f 


'O'. - 
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U  - 

DB>ARTMENT  OF  JUSTICE 

QEOQRAPI«COISTRt8UTK}N  OF  OeUQAI 

(DOLLARS  IN  THOUSANDS) 

OREGON 

1993 

1994 

1995 

APPROP«ATK)N 

OENEfW.  ADMINISTRATION . 

INSPECTOR  GENERAL . 

CRIME  CONTROL  FUND . •• 

WEED  AND  SEED  FUND . *• 

QUANROO  TRAINING  CENTER . 

U.8.  PAROIE  COMMISSION . 

ACTUALS 

ESTIMATE 

ESTIMATE 

GENERAL  LEGAL  ACT1VIT1G3: 

SOUaTOR  GENERAL . 

TAX  DIVISION . 

CRIMINAL  Of  VISION . . . 

2 

2 

2 

aVJL  DIVISION . 

ENVIRONMENTS  NATURAL  RESOURCES  OlVK 
OFFICE  OF  LEGAL  COUNSEL . 

211 

200 

200 

CIVIL  RIGHTS  DIVISION . 

IMTFRPf^ 

LEGAL  ACTIVITIES  AUTOMATION . 

SPECIAL  COUNSEL  FOR  DISCRIMINATION . 

TOTAL  GENERAL  LEGAL  ACTIVITIES . 

213 

202 

202 

ANTITRUST  DIVISION . 

US  ATTORNEYS . 

FOREIGN  CLAIMS  SETTLEMENT  COMMISSION 

6,610 

7,029 

6,699 

US  MARSHALS . 

2,427 

2,696 

3,100 

SUPPORT  OF  US.  PRISONBTS . 

COMMUNITY  RELATIONS  SERVICE . 

5,175 

6,306 

7.063 

U.S.  TRUSTEES . 

665 

902 

971 

RADIATION  COMPENSATKJN  ADMIN  EXP . 

RADIATION  COMPENSATION  TRUST  FUND . 

87 

ORGANIZED  CRIME  DRUG  ENFORCEMENT . 

3.506 

3.473 

3,358 

FEDERAL  BUREAU  OF  INVESTIGATION . 

9,569 

10,022 

10,391 

DRUG  ENFORCEMENT  ADMIMSTRATION . 

1,426 

1,269 

1,016 

IMMIGRATION  S  NATURAUZATION  SERVICE. ... 

3,266 

3,502 

3,793 

FEDERAL  PRISON  SYSTEM: 

SALARCS  a  EXPENSES . 

20,622 

22,564 

26,707 

NATIONAL  INSTITUTE  OF  CORRECTIONS . 

44 

37 

37 

BUILDINQSaFAaUTlES . 

1,716 

500 

4,539 

TOTAL  FEDERAL  PRISON  SYSTEM . 

22,562 

23,121 

31,263 

OFFICE  OF  JUSTICE  PROGRAMS . 

6,320 

6,335 

707 

FEES  a  EXPENSES  OF  WITNESSES . 

INDEPLTJDENT  COUNSEL . 

962 

993 

1,023 

CIVIL  UB.  PUB.  EDUCATION  FUND . 

PRE-MERGER  RUNG  FEES . 

PUBLIC  SAFETY  OFFICERS  BENSITS....** 

610 

ASSETS  FORF  FUND  PERM  BUDGET  AUTHORI 

5.995 

6,765 

6,491 

DIVERSK)N  CONTROL  FEE . 

116 

406 

421 

IMMIGRATION  A  NATURAUZATION  FEES . 

1,647 

2,068 

2,296 

CRIME  VICTIMS  FUND . .** 

1,401 

1,673 

914 

TOTAL  DEPARTMENT  OF  JUSTICE . 

72,979 

76,764 

79,950 

**  NOTE:  For  1994  and  1995  grants  ara  no 
by  tiato,  sinca  hMorlcal  information  is  not  i 

oMgatlona. 
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0B>An7MeNT  OF  JUSTICE 
OEocnAPitcoisTnianioN  OF  oeuQAT 
POUAR8  »N  THOUSANDS) 


PENN. 


1093  1904  109S 

APPROPRIATION  ACTUALS  ESTIMATE  ESTIMATE 

GENERAL  ADMINISTRATION . 

INSPECTOR  GENERAL .  371  382  3S0 

CRIME  CONTROL  FUND . *• 

WEED  AND  SEED  FUND . . . **  074 


QUANTIOO  TRAINNQ  CENTER. 
U  S.  PAROLE  COMMISSION . 


GENERN.  LEGAL  ACTIVmeS: 

SOUaTOR  GENERAL . 

TAXOIVISON . 

CRIMIIML  DIVISION . 

CIVIL  DIVISION. . 

ENV««>NMENT  ft  NATURAL  RESOURCES  DIVR 

OFFICE  OF  LEGAL  COUNSEL . 

aVILRIGKTS  DIVISION . 

INTERPOL . 

LEGAL  ACTTVIT1BB  AUTOMATION . 

SPECIAL  COUNSEL  FOR  DISCRIMINATION . 

TOTAL  GENERAL  LEGAL  ACTTVmBS . 

ANTITRUST  DIVISION . 

US  ATTORNEYS . 

FOREIGN  CLAIMS  SETTLEMENT  COMMISSION 

US  MARSHALS . 

SUPPORT  OF  U.8.  PRISONERS . 

COMMUNITY  RELATIONS  SERVICE . 

U.S.  TRUSTEES . - . 

RADIATION  COMPENSATION  ADMIN  EXP . 

RADIATION  COMPENSATION  TRUST  FUND . 

ORGANQH)  CRIME  DRUG  ENFORCEMENT . 

FEDERAL  BUREAU  OF  INVESTIGATION. . 

DRUG  ENFORCEMENT  ADMIMSTRATXDN . 

IMMKSRATION  A  NATURAUZATION  SERVICE... 

FEDERN.  PRISON  SYSTEM: 

SALARIES  &  EXPENSES . 

NATIONAL  INSTITUTE  OF  CORRECmONS...... 

BULDINQS  &  FACIUTIES . 

TOTAL  FEDERAL  PRISON  SYSTEM . 

OFFICE  OF  JUSTICE  PROGRAMS . ** 

FEES  A  EXPENSES  OF  WITNESSES . 

INOB>EM)ENT  COUNSEL . 

aVIL  UB.  PUB.  EDUCATION  FUND . 

PRE- MERGER  FILING  FEES . . . 

PUBUC  SAFETY  OFFICERS  BENOTT8....** 
ASSETS  FORF  FUND  PERM  BUDGET  AUTHORI 

DIVERSION  CONTROL  FEE . 

IMMIGRATXJN  &  NATURAUZATION  FEES . 

CRIME  VICTIMS  FUND . .** 

TOTAL  OB>ARTMENTOF  JUSTICE . 


158  161  161 

498  600  900 


694 

861 

661 

2.702 

2,818 

2,874 

28,789 

30,613 

30,049 

7.388 

8,204 

9,439 

7,938 

9,183 

10,315 

509 

936 

587 

3,026 

3,199 

3,300 

f 

75 

11,513 

11,393 

11,017 

93,913 

58,041 

58,108 

9,502 

7,945 

8,892 

9,743 

7,229 

7,830 

149,749 

103,800 

210,239 

23,337 

3,187 

0^829 

173,086 

188,787 

303,088 

25,710 

22,145 

2.823 

2,450 

2,928 

2.804 

1,003 

1,840 

1,738 

980 

124 

9,927 

11,148 

10,727 

485 

1,832 

1,683 

3,537 

3,035 

4,343 

4,472 

4,073 

3,061 

363,909 

372.189 

471,397 

NOTE  For  1094 ami  1909  grwm arena 
by  atati,  ainot  hMorlcal  Mormatfon  la  not  i 
obigalioni. 
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OB’AniiyiQ^  OF  JUSDCE 
QEOQRAPK»C  0«8Tni{VTK)N  OF  OeUQAI 
(DOUAR8  IN  THOUSANDS) 


RHODE  18. 


APPROr«AT)ON  . 

OENEfWi.  ADMINS  TRATION . 

IN8PECTORQENERAL . 

CRIME  OONTTKK  FUND . •* 

WEED  AND  SEED  FUND . 

QUANTTCO  TRAINING  CENTER . 

U.8.  PAROIE  COMMISSION . 

GENERAL  LEGAL  ACTIVITIES: 

SOUaTOR  GENERAL . 

TAX  DIVISION . 

CRIMINAL  DIVISION . 

CIVIL  DIVISION . 

ENVIRONMENT  &  NATURAL  RESOURCES  OlVX 

OFFICE  OF  LEGAL  COUNSEL . 

CIVIL  RIGHTS  DIVISON . 

INTERPOL . 

LEGAL  ACTIVITIES  AUTOMATION . 

SPECIAL  COUNSEL  FOR  DISCRIMINATION . 


1993 

ACTUALS 


1994 

ESTIMATE 


1995 

ESTIMATE 


17 

23 


17 

20 


17 

20 


TOTAL  GENER/y.  LEGAL  ACTIVITIES . 

40 

37 

37 

ANTITRUST  DMSJON . 

US  ATTORNEYS . 

2,854 

3,035 

2,979 

FOREIGN  CLAIMS  SETTLEMENT  COMMISSION 

US  MARSHALS . 

1,062 

1.188 

1,343 

SUPPORT  OF  U.S.  PRISONSIS . 

1.517 

1,849 

2,078 

COMMUNITY  RELATXDNS  SERVICE . 

U.S.  TRUSTEES . 

35 

38 

39 

RADIATION  COMP£NSATX>N  ADMIN  EXP . 

RADIATION  COMPENSATION  TRUST  FUND . 

ORGANIZED  CRIME  DRUG  ENFORCEMENT . 

1.718 

1.898 

1,841 

FEDERAL  BUREAU  OF  INVESTIGATION . 

3.274 

3.428 

3,555 

DRUG  ENFORCEMENT  ADMINISTRATION . 

721 

721 

731 

IMMIGRATION  &  NATURALIZATION  SERVICE  ... 

837 

682 

739 

FEDERAL  PRISON  SYSTEM: 

SALARIES  &  EIO’ENSES . 

NATIONAL  INSTITUTE  OF  CORRECTIONS . 

BUILDINGS  A  FACIUTIES . 

TOTAL  FEDERAL  PRISON  SYSTEM . 

0 

0 

0 

OFFICE  OF  JUSTICE  PROGRAMS . ** 

3.130 

2,788 

800 

FEES  &  E»>ENSES  OF  WITNESSES . 

285 

294 

302 

INDEPENDENT  COUNSEL . 

CIVIL  UB.  PUB.  EDUCATION  FUND . 

PRE-MERGER  FIUNG  FEES . 

PUBLIC  SAFETY  OFFICERS  BENmTS  ..** 
ASSETS  FORF  FUND  PERM  BUDGET  AUTHORI 

486 

544 

525 

DIVERSION  CONTROL  FEE . 

IMMIGRATION  ft  NATURAUZATION  FEES . 

420 

484 

563 

CRIME  VICTIMS  FUND . .*• 

831 

701 

441 

TOTAL  DEPARTMENT  OF  JUSTICE . 

18,999 

17.445 

15,581 

**  NOTE:  For  1994  and  1996  grants  ara  no 
by  stats,  sinoa  hitlorical  Information  Is  not  c 
obigatlons. 
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OePARTIIENr  OF  JU811CC 
qeoqraphk:  om-mianKM  oFoajQAi 

(DOUAR8  IN  THOUSANDS) 


S.CAROUm 


1009  1004  1009 

APPROPRIATION  ACTUALS  ESTIMATE  ESTIMATE 

GENERAL  ADMINI8TRATK>N . 

INSPECTOR  GENERAL . 

CRIME  CONTROL  aiNO . ♦* 

WEH)  AND  SEED  aiND . ♦*  1.4S7 


QUANRCO  TRAINING  CENTER . 

U.8.  PAROLE  COMMISSION . . . 

GENERAL  LEGAL  ACTIVITIES: 

SOUarOR  GENERAL . 

TAX  DIVISION . 

CRIMINAL  DIVISION .  6  9  8 

CIVILOIVISION .  56  50  SO 

ENVIRONMENT  &  NATURAL  RESOURCES  DIVK 

OFFICE  OF  LEGAL  COUNSEL . 

CIVIL  RIGHTS  DIVISION . 

INTERPOL . 

LEGAL  ACTIVITIES  AITTOMATXDN . 

SPECIAL  OOUNSa  FOR  DISCRIMINATION . 


TOTAL  GENERAL  LEGAL  ACTIVITIES . 

64 

58 

56 

ANTITRUST  OMSON . 

US  ATTORNEYS . 

7,265 

7.746 

7,602 

FOREIGN  CLAIMS  SETTLEMENT  COMMISSION 

US  MARSHALS . 

2,671 

2,967 

3.412 

SUPPORT  OF  U.8.  PRISONERS . 

2,966 

2.666 

9,241 

COMMUNITY  RELATIONS  SERVICE . 

U.8.  TRUSTEES . 

1,664 

1,794 

1,666 

RADIATK)N  COMPENSATION  AOMIN  EXP . 

RADIATION  COMPENSATION  TRUST  FUND . 

ORGANIZED  CRIME  DRUG  ENFORCEMENT . 

2.3»4 

2,372 

2,293 

FEDERAL  BUREAU  OF  INVESTIGATION . 

9.569 

10,022 

10,991 

DRUG  ENFORCEMENT  ADMINISTRATION . 

666 

689 

999 

IMMIGRATX>N  &  NATURAUZATK>N  SERVICE  ... 

99 

96 

99 

FEDERAL  PRISON  SYSTEM: 
8ALARES&E»>ENSES . 

12,366 

19,409 

14,062 

NATIONS  INSTITUTE  OF  CORRECTKINS . 

BUILDINGS  6  FACIUTieS . 

9,494 

6,200 

45,600 

TOTAL  FEDERAL  PRISON  SYSTEM . 

15,662 

21,603 

59,662 

OFFICE  OF  JUSTX^E  PROGRAMS . ** 

9.937 

6,811 

872 

FEES  &  E»>ENSE8  OF  WITNESSES . 

602 

921 

640 

INDEPENDENT  COUNSEL . 

CIVIL  UB.  PUB.  EDUCATION  FUND . 

PRE- MERGER  RUNG  FEES . 

PUBLIC  SAFETY  OFFICERS  BENfflTS ...  ** 
ASSETS  FORF  FUND  PERM  BUDGET  AUTHORI 

794 

2.062 

127 

2.311 

2.221 

DIVER8K>N  CONTTWL  FEE . 

IMMIGRATK)N  S  NATURAUZATION  FEES . 

232 

256 

264 

CRIME  VICTIMS  FUND . 

2,161 

2,962 

1,064 

TOTAL  DEPARTMENT  OF  JUSTICE . 

59.621 

62.620 

94.969 

**  NOTE:  For  1004  and  1006  grants  MV  nor 
tiy  tiaiN,  slnos  NMorlcN  IrOonTU^ 
obigMIorw. 
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OB»AmiylENT  OF  JUSTICE 
oeoQfw^  nsTneimoN  OF  oeuQAi 
(DOLLARS  IN  THOUSANDS) 


APPROPRIATION 

GENERAL  ADMINISTRATION . 

INSPECTOR  GENERAL . 

CRIME  CONTROL  FUND . . . *• 

WEED  AND  SEED  FUND . * . *• 

QUANTXX)  TRAINING  CENTER . 

U.8.  PAROIE  COMMI3S«|N . 

GENERAL  LEGAL  ACTTVIT1B3; 

SOUaTOR  GENERAL . 

TAX  DIVISION . 

CRIMINAL  DIVISION . 

CIVIL  DIVISION . 

ENVIRONMENT  A  NATURAL  RESOURCES  OlVK 

OFFICE  OF  LEGAL  COUNSEL . 

CIVIL  RIGHTS  DIVISION . 

INTERPOL . 

LEGAL  .ACTTVOIES  AUTOMATION . 

SPECIAL  COUNSa  FOR  DI9CRIMIf4ATK>N . 


1S93 

ACTUALS 


S.  DAKOTA 


1904 

ESTIMATE 


1906 

ESTIMATE 


TOTAL  GENERAL  LEGAL  ACTIVITIES . 

5 

1 

1 

ANTITRUST  CH'/ISION . 

US  ATTORNEYS . 

2.895 

3,078 

3,021 

FOREX3N  CLAIMS  SETTLEMENT  COMMISSION 

US  MARSHALS . 

1.596 

1,781 

2.025 

SUPPORT  OF  U.8.  PL'ISONSTS . 

677 

825 

927 

COMMUNITY  REUTKXNS  SERVICE . 

U  S.  TRUSTEES . 

496 

619 

559 

RADIATION  COMPENSATION  ADMIN  EXP . 

RADIATION  COMPENSAllCN  TRUST  FUND . 

ORGANIZED  CRIME  DRUG  L^^FORCEMENT . 

421 

419 

405 

FEDERAL  BUREAU  OF  INVES  HQATXW . 

2,280 

2,374 

2.481 

DRUG  ENFORCEMENT  ADMINISTRATION . 

418 

348 

205 

IMMIGRATION  A  NATURAI'ZATION  SERVICE..,. 

FEDERAL  PRISON  SYSTEM: 

SALARIES  A  EXPENSES . 

9,537 

9,251 

9,720 

NATIONAL  INSTITUTE  OF  CORRECTKONS . 

BUILDINGS  A  FAOUTIES . 

848 

318 

3.017 

TOTAL  FHIERAL  PRISON  SYSTEM . 

9.363 

9,589 

12,737 

OFFICE  OF  JUSTICE  PROGRAMS . ** 

2.434 

3,087 

600 

FEES  A  E»>ENSE3  OF  WITNESSES . 

1,044 

1,078 

1,110 

INDEPENDENT  OOUNSa . 

CIVIL  UB.  PUB.  EDUCATION  FUND . 

PRS-MERQERRLWGFEES . 

PUBLIC  SAFETV  OFFICERS  BENEFITS ....•* 
ASSETS  FORF  FUND  PERM  BUDQET  AUTHOR! 

183 

208 

202 

DIVERSION  CONTROL  FEE . 

58 

204 

210 

IMMIGRATION  A  NATURAUZATION  FEES . 

0 

0 

0 

CRIME  VICTIMS  FUND . •* 

413 

349 

371 

TOTAL  DEPARTMENT  OF  JUSTTCE . 

22,284 

23.818 

24,834 

**  NOTE:  For  1994  and  1996  granda  am  no 
by  atata,  since  hModcal  Noimatlon  is  rxX  i 
obKgatkxis. 


DEPAnniCNT  Of  JU8TICC 
Of  OGtfVPHK)  0«TWeUTK)N  Of  OOUGAI 
<OOUAR8  IN  THOUSANDS) 


TENNESSEE 


1005 

1004 

1005 

APPROPRiATXJN 

ACTUALS 

ESTIMATE 

ESTIMATE 

GENERAL  AOMtNI8TRATK>N . . . . . 

INSPECTOR  GENERAL. . . . 

CRIME  CONTROL  fUNO . . . *• 

WEED  AND  SEED  FUNO . 

QUANnCO  TRAINING  CENTER,.. . - 

U.S.  PAROU  COMMISSION . . 

GENERAL  LEGAL  ACTIVITIES: 

SOLICITOR  GENERAL.. . . 

TAX  DIVISION . . . . . 

CRIMINAL  DIVISION . . .  101  104  104 

CML  DIVISION . . . .  70  75  75 

ENWONMENT  S  NATURAL  RESOURCES  DIVK 

OFFICE  Of  LEGAL  COUNSEL . . . . 

CML  RIGHTS  DIVISION . . . 

INTERPOL... . . . 

LEGAL  ACTMT1E8  AUTOMATX>N . 

SPECIAL  COUNSEL  FOR  DISCRIMINATION . 


TOTAL  GENERAL  UGAL  ACTIVITIES . 

171 

179 

179 

ANTITRUST  DIVISION . 

US  ATTORNEYS . 

12,565 

13,362 

13,134 

FOREIGN  CLAIMS  SETTLEMENT  COMMISSION 

US  MARSHALS . 

4,104 

4,556 

5.242 

SUPPORT  OF  U.S.  PRISONERS . 

COMMUNITY  RELATIONS  SERVICE . 

5,540 

7,117 

7,995 

U.S.  TRUSTEES . 

RADIATION  COMPENSATION  AOMIN  EXP . 

2.690 

2,611 

3,029 

RADIATION  COMPENSATX>N  TRUST  FUNO . 

17 

ORGANIZED  CRIME  DRUG  ENFORCEMENT . 

3.666 

3,649 

3,526 

FEDERAL  BUREAU  OF  INVESTIGATION . 

20,020 

20,967 

21,739 

DRUG  ENFORCEMENT  ADMINISTRATION . 

2,015 

1,665 

960 

IMMIGRATION  A  NATURALIZATION  SERVICE. ... 

547 

566 

634 

FEDERAL  PRISON  SYSTEM: 

SALARIES  A  EXPENSES . 

NATIONAL  *  TITUTE  OF  CORRECTIONS . 

23.652 

25,648 

27,156 

BUILDINGS  A  FACILITIES . 

1,099 

367 

4,774 

TOTAL  FEDERAL  PRISON  SYSTEM . 

24,951 

26,215 

31,932 

OFFICE  OF  JUSTICE  PROGRAMS . •• 

12,654 

10,961 

1,149 

FEES  A  EXPENSES  OF  WITNESSES . 

1,497 

1,545 

1,591 

INDEPENDENT  COUNSEL . 

CIVIL  Ud.  PUB.  EDUCATION  FUNO. 
PRE- MERGER  FILING  FEES . 


PUBLIC  SAFETY  OFFICERS  BENEFITS  . ..*• 
ASSETS  FORF  FUNO  PERM  BUDGET  AUTHORI 

371 

5,267 

5.961 

5.722 

DIVERSION  CONTROL  FEE . . . 

291 

1,020 

1,052 

IMMIGRATION  A  NATURALIZATION  FEES . 

462 

521 

564 

CRIME  VICTIMS  FUNO . 

5,296 

3,641 

1,405 

TOTAL  DEPARTMENT  OF  JUSTICE . 

102,690 

104,796 

99,675 

OEPAnnCNT  OF  JUSTlCe 
QEOORAPHIC  0I8TR©UTK)N  OF  OBUQA1 
(DOLLARS  IN  THOUSANDS) 


THXAS 


APPnOPRlATX>N 

GENERAL  AOMINISTTVVTX>N . 

INSPECTOR  GENERAL . 

CRIME  CONTROL  FUND . 

WEED  AND  SEED  FUND . 

QUANTICO  TRAINING  CENTER. 
U.S.  PAROLE  COMMISSION . 

GENERAL  LEGAL  ACTIVITIES: 
SOLICITOR  GENERAL . 


TAX  DIVISION . 

3,016 

3,131 

3,265 

CRIMINAL  DIVISION . 

1,727 

1,764 

1,760 

CIVIL  DIVISION . . 

447 

450 

450 

ENVIRONMENT  A  NATURAL  RESOURCES  Om 

OFFICE  OF  LEGAL  COUNSEL . 

CIVIL  RIGHTS  DIVISION . 

INTERPOL . 

LEGAL  ACTIVITIES  AUTOMATON . 

SPECIAL  COUNSEL  FOR  OISCRIMINATX>N . 

TOTAL  GENERAL  LEGAL  ACTIVITIES . 

5,192 

5,365 

5,495 

ANTITRUST  DIVISION . 

1,961 

2,066 

2,107 

US  ATTORNEYS . 

54,530 

57,964 

56,909 

FOREIGN  CLAIMS  SETTLEMENT  COMMISSION 
US  MARSHALS . . 

16,663 

16,725 

21,535 

SUPPORT  OF  U.S.  PRISONERS . 

31,590 

37,262 

41,676 

COMMUNITY  RELATIONS  SERVICE . 

2,540 

2.369 

1.776 

U.S.  TRUSTEES . 

5,506 

5,746 

6,193 

RADIATION  COMPENSATION  ADMIN  EXP . 

RADIATION  COMPENSATION  TRUST  FUND . 

ORGANIZED  CRIME  DRUG  ENFORCEMENT. . 

35 

37,450 

37,296 

35,631 

FEDERAL  BUREAU  OF  INVESTIGATION . 

102,616 

107,449 

111,427 

DRUG  ENFORCEMENT  ADMINISTRATION . 

62,153 

61,176 

60,276 

IMMIGRATION  &  NATURALIZATION  SERVICE. ... 

225.433 

246,660 

261,748 

federal  PRISON  SYSTEM: 

SAURIES  &  EXPENSES . 

204,116 

225,509 

260,612 

NATIONAL  INSRTUTE  OF  CORRECTXJNS . 

20 

17 

17 

BUILDINGS  A  FACIUTIES . 

23,534 

63,213 

123,562 

TOTAL,  FEDERAL  PRISON  SYSTEM . 

227,672 

266,739 

364,411 

OFFICE  OF  XISTXJE  PROGRAMS . •* 

31,530 

31,791 

4,678 

FEES  A  EXPENSES  OF  WITNESSES . 

5,606 

5,769 

5,965 

INDEPENDENT  COUNSEL . . . 

CIVIL  LIB.  PUB.  EDUCATION  FUND . 

PRE- MERGER  FILING  FEES . 

735 

1,202 

1,274 

PUBLIC  SAFETY  OFFICER^  BENEFITS....** 
ASSETS  FORF  FUND  PERM  BUDGET  AUTHORI 

2,673 

35,695 

247 

39,931 

36,516 

DIVERSION  CONTROL  FEE . 

616 

2,653 

2.944 

IMMIGRATION  A  NATURALIZA7X)N  FEES . 

29,656 

33,395 

37,000 

CRIME  VICTIMS  FUND . •* 

11,203 

11,099 

4,436 

TOTAL  DEPARTMENT  OF  JUSTICE . 

921,331 

1,026,556 

1,114,035 

1903  1994  1995 

ACTUALS  ESTIMATE  ESTIMATE 

4,171  4,747  4,965 

2,969  3.079  3,136 

974 

1,612  1,542  1,513 


861 


DB’ARTiyiENr  OF  JUSTICE 

qeoqraphk:  nsTmunoN  OF  OBUOM1 

fXXLARS  IN  THOUSANDS) 


UTAH 


APPROFfVATION 

OENOVyi  ADMINBTRATX)N . 

INSPECTORQENeR^ . 

CHIME  CONTY«X  FUND . ** 

WEH)  AND  SEED  FUND . •• 

QUANT10O  TRAIMNQ  CENTER . 

US.  PAROUE  OOMM»8IDN . 

QENEIVU.  LEOAL  ACnvmeS: 

SOUCrrORQENEfW- . 

TAX  DIVISION . . . 

C«M»4AL  DIVISION . 

aVIL  DIVISION . 

ENVnONMENT  A  NATURAL  RESOURCES  CIVK 

OFFICE  OF  LEGAL  COUNSEL . 

CfVH.HKaHTB  DIVISION . 

INTERPOL 

LEGWU  ACiriSWia  Aui^^ 

SPECIAL  COUNSEL  FOR  DISCRIMINATION . 

TOTAL  GENERAL  LEGAL  ACTIVmBS . 

ANTITRUST  DIVISION . 

US  ATTORNEYS . 

FOREIGN  CLAIMS  SETTLEMENT  COMMISSION 

US  MARSHALS . 

SUPPORT  OF  US.  PRISONTO . 

COMMUNITY  RELATIONS  SERVICE . 

US.  TRUSTEES . 

RADIATION  COMPENSATION  ADMIN  G9> . 

RADIATION  OOMPENSA'nON  TRUST  FUND . 

ORGANIZED  CRIME  DRUG  ENFORCEMENT. .... 

FEDERN.  BUREAU  OF  INVESTIGATION . 

DRUG  ENFORCEMENT  ADMIMSTRATION . 

IMMIGTHTION  A  NATURAUZARON  SERVICE.... 

Fa)ERAL  PRISON  SYSTEM. 

8ALARC8AE»>ENSE8 . 

NATIONAL  INSTITUTE  OF  CORRECTIONS . 

BUILDINGS  A  FAOUTIES . 

TOTAL  FEDERAL  PRISON  SYSTEM . 

OFFICE  OF  JUSTICE  PROGRAMS . •• 

FEES  A  EXPENSES  OF  WITNESSES . 

INDEPENDENT  COUNSEL . 

CML  UB,  PUB.  EDUCATION  FUND . 

PRE-MERGER  FlUNG  FEES . 

PUBLIC  SAFETYOFFCERS  BENSTTS 
ASSETS  FORF  FUND  PERM  BUDGET  AUTHOR! 

DIVERSION  CONTROL  FEE . 

IMMIGfVLTION  A  NATURAUZATION  FEES . 

CRIME  VICTIMS  FUND . .*• 

TOTAL  OB»ARTMENT  OF  JUSTICE . 


1905 

ACTUALS 


1004 

ESTIMATE 


1005 

ESTIMATE 


55 

59 

65 

55 

90 

SO 

105 

109 

109 

4.215 

4.455 

4,402 

1.259 

1.425 

1,596 

1.996 

1.507 

2,190 

729 

755 

511 

15 

15 

20 

26,000 

10.000 

11,590 

1,675 

1,594 

1,907 

1Z939 

12.025 

15,500 

753 

714 

578 

055 

1,059 

1.140 

25 

21 

21 

25 

21 

21 

4.225 

3.651 

609 

1.012 

1.045 

1.076 

247 

1.519 

2.045 

1.965 

65 

204 

210 

545 

901 

441 

1,761 

1JW5 

559 

50^0 


59.152 


42.110 


««  NOTE:  For  1004  and  1005  grvOi  art  na 
by  tlala.  alnoa  hModcal  Nbrmatfon  la  not  i 
obAgatfona. 
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OEPAmMENT  OF  JUSTICE 
QEOQRAPHK:  DI8Tn0UTK}N  Of  OeUQAI 
(POUAR8  IN  THOUSANDS) 


VERMONT 

1093  1004  1005 

APPROPRIATX^N  ACTUALS  ESTIMATE  ESTIMATE 

GENERAL  ADMINI3TTUTK)N . 

INSPECTOR  GENERAL . 

CRIME  CONTROL  FUND . *• 

WEED  AND  SEED  FUND . ** 

QUANTKX)  TRAINING  CENTER . 

U.8.  PAROIEOOMMISSION . 


GENERN.  LEGAL  ACTIVITIES: 

SOUOTOR  GENERAL . 

TAX  DIVISION . 

CRIMINAL  DIVISION . 

CIVIL  DIVISION . 

ENVIRONMENT  &  NATURAL  RESOURCES  DIVU 

OFFICE  OF  LEGAL  COUNSEL.. . 

CIVIL  RIGHTS  DIVISION . 

INTERPOL . 

LEGAL  ACTIVITIES  AUTOMATION . 

SPECIAL  COUNSEL  FOR  DISCRIMINATTON . 

TOTAL  GENERAL  LEGAL  ACTIVITIES . 

ANTITRUST  DIVISION . 

US  ATTORNEYS . 

FOREIGN  CLAIMS  SETTLEMENT  COMMISSION 

US  MARSHALS . 

SUPPORT  OF  U.8.  PRISONBTS . 

COMMUNITY  RELATX3NS  SERVICE . 

U.S.  TRUSTEES . 

RADIATION  COMPENSATION  AOMIN  EXP . 

RADiATX>N  COMP£NSATX>N  TRUST  FUND . 

ORGANIZED  CRIME  DRUG  ENFORCEMENT . 

FEDERAL  BUREAU  OF  INVESTIGATION . 

DRUG  ENFORCEMENT  ADMINISTT^TX)N . 

IMMIGRATION  A  NATURAUZATTON  SERVICE  ... 

FEDERAL  PRISON  SYSTEM: 

SALARIES  A  E»>ENSES . 

NATK>NAL  INSTITUTE  OF  CORRECTIONS . 

BUILDINQ3  A  FACIUTIES . 

TOTAL  FEDERAL  PRISON  SYSTEM . 

OFFICE  OF  JUSTICE  PROGRAMS . 

FEES  A  EXPENSES  OF  WITNESSES . 

INDEPENDENT  COUNSEL . 

CIVIL  U0.  PUB.  EDUCATION  FUND . 

PRE-MERGER  RUNG  FEES . 

PUBLIC  SAFETY  OFFICERS  BENEFITS 
ASSETS  FORF  FUND  PERM  BUDGET  AUTHORI 

DIVERSION  CONmOL  FEE . 

IMMIGRATION  A  NATURAU2AT10N  FEES . 

CRIME  VICTIMS  FUND . 

TOTAL  DEPARTMENT  OF  JUSTICE . 


7 

7 

7 

17 

15 

15 

24 

22 

22 

2,095 

2,000 

2,013 

1,043 

1,159 

1,332 

905 

1,177 

1,322 

370 

370 

304 

1,259 

1,319 

1,307 

339 

339 

344 

0,477 

19,039 

21,454 

0 

0 

0 

3,372 

2,250 

000 

87 

90 

93 

1,102 

1,244 

1,194 

17,776 

19,737 

21,740 

365 

406 

337 

47,002 

50,053 

52,902 

**  NOTE:  For  1994  and  1995  grants  art  no 
by  stala,  sinca  hbtorlcal  kVormation  Is  not  i 
obligations. 


OePARTMEKr  OF  JU6T1CC 
QEOQRAPHK:  0<8TminX)N  OF  OeUQAI 
fXXJLARS  IN  THOUaANDS) 


VmQINM 


APPflOPttATION 

OENERM.  ADMINBTRA7K>N . 

INSPeCTORQENEfVy- . 

CRIME  CONTROL  FUND . *• 

WEED  AND  SEED  FUND . ** 

QUANTXX)TRAIfiNQ  CENTER . 

U.8.  PAROIE  OOMM^SON . 

GENERAL  LEGAL  ACTIVITIBS: 

SOUCnOR  GENERAL . 

TAXDIVI8CN . 

CRIMI^^  DIVISION . . . 

CML  DIVISION . 

ENVIKINMENT  S  NATURAL  RESOURCES  DIVK 

OFFICE  OF  LEGAL  COUNSEL . 

aVIL  RIGHTS  DIVISION . 

INTERPOL 

LEGAL  ACTORra^i^^ 

SPECIAL  COUNSEL  FOR  DISCRIMINATION . 

TOTAL  GENERAL  LEGAL  ACT1VITIB8 . 

ANTITRUST  DIVISION . 

US  ATTORNEYS . . . 

FOREIGN  CLAIMS  SETTLEMENT  COMMISSION 

US  MARSHALS . 

SUPPORT  OF  U.8.  PRISON8TS . 

COMMUNITY  RELATIONS  SERVICE . 

U.S.  TRUSTEES . 

RADIATION  COMPENSATION  ADMIN  EXP . 

RADIATION  COMPENSATION  TRUST  FUND . 

ORGANIZED  CRIME  DRUG  ENFORCEMENT. . 

FEDERAL  BUREAU  OF  INVESTIGATION . 

DRUG  ENf=ORCEMENT  ADMIMSTRARON . 

IMM)GFVVTK)N  A  NATURAUZARON  SERVICE  ... 

FEDERM.  PRISON  SYSTEM; 

8ALARE3  A  EXPENSES . 

NATIONAL  IN8RTUTE  OF  CORRECTIONS . 

BUIIDINGSAFACHJRES . 

TOTAL  FEDERAL  PRISON  SYSTEM . 

OFFICE  OF  JUSTICE  PROGRAMS . ** 

FEES  A  EXPENSES  OF  WITNESSES . 

INDEPENDENT  COUNSEL . 

CIVIL  UB.  PUB.  EDUCATION  FUND . 

PRE-MERGER  RUNG  FEES . 

PUBUC  SAFETY  OFFICERS  BENOTTS  .*• 
ASSETS  FORF  FUND  PERM  BUDGET  AUTHORI 

DIVERSION  CONTROL  FEE . 

IMMIGRARON  A  NATURAUZARON  FEES . 

CRIME  VICRM8  FUND . .*• 

TOTAL  DEPARTMENT  OF  JUSTICE. . 


1003 

1904 

1006 

ACTUALS 

ESRMATE 

ESRMATE 

21,045 

25,070 

25,069 

2,456 

0 

0 

407 

7,700 

S2S  ass  061 

29,851  50,746  51,004 


50.067 

31,500 

31,055 

17,054 

16,154 

17,700 

140,702 

0,017 

00,445 

12,008 

54,070 

15,575 

2,650 

2,740 

2,952 

57 

3,078 

107,100 

350,001 

1,602 

3,040 

103,003 

330,405 

1,610 

5,713 

174,400 

345,211 

1,744 

25,440 

141 

1,007 

25,257 

25.411 

110 

500 

20,050 

26,005 

110 

6,541 

55,150 

37,042 

25,715 

11,074 

1,232 

1,272 

1,500 

571 

22,020 

145 

5,066 

2,556 

25,001 

510 

7,402 

1,001 

23,454 

520 

0,154 

1,750 

641,762 

706,302 

751,301 

**  NOTE:  For  1004  and  1006  granN  ara  no 
by  tMt.  tlnoa  hMorIcai  information  li  not  f 
oblgabont. 


OB^ARTWEMT  OF  JUSTK^G 
QEOQRAPm  OtSmBUTYON  OF  06UQA1 
<POUARS  IN  THOUSANDS) 


WASHMQTON 


APP«OP«ATK)N 

GENERAL  ADMINISTRATION . 

INSPECTOR  GENERAL . 

CRIME  OONTTYOL  FUND . 

WEED  AND  8EB>  FUND . 

QUANTKX)  TRAINING  CENTER 
U  S.  PAROIE  COMMISSION . 


1903  1994  1095 

ACTUALS  ESTIMATE  ESTIMATE 

506  530  559 

179  154  158 

457 


GENERAL  LEGAL  ACTIVITIES; 

SOUOTDR  GENERAL . 

TAX  DIVISION . 

CRIMINAL  DIVISION . 

CIVIL  DIVISION . 

ENVIRONMENT  5  NATURAL  RESOURCES  OIV« 

OFFICE  OF  LEGAL  COUNSEL . 

CIVIL  RIGHTS  DIVISION . 

INTERPOL . 

LEGAL  ACTIVIT1G3  AUTOMATION . 

SPECIAL  COUNSEL  FOR  DISCRIMINATION . 

TOTAL  GENERAL  LEGAL  ACTIVITIES . 

ANTITRUSTOIVISION . 

US  ATTORNEYS . 

FOREIGN  CLAIMS  SETTLEMENT  COMMISSION 

US  MARSHALS . 

SUPPORT  OF  U.8.  PRISONBTS . 

COMMUNITY  RELATX5N8  SERVICE . 

U.S.  TRUSTEES . 

RAOIATTON  COMPENSATION  AOMIN  . 

RADIATION  COMPENSATION  TRUST  FUND . 

ORGANtZH)  CRIME  DRUG  ENFORCEMENT . 

FEDERAL  BUREAU  OF  INVESTIGATION . 

DRUG  ENFORCEMENT  ADMINISTTV^TION . 

IMMIGRATION  5  NATURAUZATION  SERVICE  ... 

FEDERAL  PRISON  SYSTEM: 

SALAR€S5E»>ENSES . 

NATIONAL  INSTITUTE  OF  CORRECTIONS . 

BUILDINGS  5  FAOUTIES . 

TOTAL  FEDERAL  PRISON  SYSTEM . 

OFFCE  OF  JUSTX^  PROGRAMS . ** 

FEES  &  EXPENSES  OF  VWTNESSES . 

INDEPENDENT  COUNSEL . 

CIVIL  UB.  PUB.  EDUCATION  FUND . 

PRE-MERGER  RUNG  FEES . 

PUBUC  SAFETY  OFFCERS  BENOTTS....- 
ASSETS  FORF  FUND  PERM  BLIDGET  AUTHORI 

DIVERSION  OONTTYOL  FEE . 

IMMIGRATION  5  NATURALIZATION  FEES . 

CRIME  VICTIMS  FUND . “ 

TOTAL  DEPARTMENT  OF  JUSTICE . 


21 

207 

253 


491 


12.026 

4,342 

4,719 

516 

2.427 

419 

2,504 

13,095 

6,294 

17,535 


15 

295 

310 

12,505 

2,010 


251 

5,613 

232 

7,536 

3,952 

96,955 


21 

200 

259 


510 


12,755 

4,522 

5,750 

542 

2,529 

300 

2,790 

13,714 

6,015 

15,905 


13 

52,345 

52,355 

12,365 

2,074 


124 

5,526 

616 

5,499 

5,147 

157,292 


21 

200 

316 


539 


12,551 

5,545 

6,459 

574 

2,724 

250 

2,606 

14,219 

5,516 

20,476 


13 

1,500 

1,513 

1,250 

2,136 


6,261 

641 

9,366 

1,432 

95,136 


**  NOTE;  For  1994  and  1996  grants  are  no 
by  stats,  ainca  histortcal  inlormatlon  Is  not  I 
oMgatlons. 
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oePAnnwieNT  of  justwe 

OeOQRAPHIC  DISTHeUDON  OF  OBUGAl 
(DOLLARS  IN  TWOUSANOS) 


WEST  VIRGINIA 

1993  1994  1996 

APPROPRIATK>N  ACTUALS  ESTIMATE  ESTIMATE 

GENERAL  ADMINISTRATX>N . 

INSPECTORGENERAL . 

CRIME  CONTROL  FUND . •* 

WEED  AND  SEED  FUND . ** 

OUANmCO  1 RAJMNQ  CENTER . 

U.8.  PAROLE  COMMISSION . 

GENERAL  LEGAL  ACTTVITIGS; 

SOLICITOR  GENERAL . 

TAX  DIVISION . 

CRIMINAL  DIVISON . 

CIVIL  DIVISION . . . 

ENVIRONMENT  &  NATURAL  RESOURCES  DIVK 

OFFICE  OF  LEGAL  COUNSEL . 

CIVIL  RIGHTS  DIVISION . 

INTERPOL . 

LEGAL  ACTIVITIES  AUTOMATION . 

SPECIAL  COUNSEL  FOR  DISCRIMINATION . 

TOTAL  GENERAL  LEGAL  ACTIVITIES . 

ANTITRUST  DIVISION . 

US  ATTORNEYS . 

FOREIGN  CLAIMS  SETTLEMENT  COMMISSION 

US  MARSHALS . 

SUPPORT  OF  U.8.  PRISONTO . 

COMMUNITY  RELATK3NS  SERVICE . 

U.S.  TRUSTEES . 

RAO«ATX)N  COMPENSATION  ADMIN  EXP . 

RADIATXJN  COMPENSATION  TRUST  FUND . 

ORGANIZED  CRIME  DRUG  ENFORCEMENT . 

FEDERAL  BUREAU  OF  INVESTIGATION . 

DRUG  ENFORCEMENT  ADMINISTRATION . 

IMMIGRATION  &  NATURAUZATION  SERVICE  ... 


FEDERAL  PRISON  SYSTEM: 

SALARES  &  EXPENSES . 

NATIONAL  INSTITUTE  OF  CORRECTIONS . 

29.959 

32,466 

53,891 

BULDINQS  ft  FACIUTHS . 

59.070 

3,203 

10,966 

TOTAL  FEDERAL  PRISON  SYSTEM . 

89.029 

35,671 

64,677 

OFFK)E  OF  JUSTICE  PROGRAMS . ** 

5,133 

4,180 

1,080 

FEES  ft  E»»ENSES  OF  WITNESSES . 

INDEPENDENT  COUNSEL . 

1,136 

1,174 

1,210 

CIVIL  UB.  PUB.  EDUCATION  FUND . 

PRE-MERGER  F1UNQ  FEES . 

PUBLIC  SAFETY  OFFICERS  BENfflTS....** 

124 

ASSETS  FORF  FUND  PERM  BUDGET  AUTHORI 

689 

1,000 

961 

D(VERSK)N  CONTROL  FEE . 

56 

204 

210 

IMMIGRATION  ft  NATURAUZATION  FEES . 

1 

1 

1 

CRIME  VICTIMS  FUND . .•* 

853 

759 

635 

TOTAL  DEPARTMENT  OF  JUSTICE . 

236.154 

243.961 

161.346 

**  NOTE:  Fof  1994  and  1996  grants  ara  ncr 
by  state,  tinea  NstofIcaJ  inlormabon  it  not  i 
obigatlona. 


6  0  0 


6  0  0 


6.191 

6,563 

6.461 

2,562 

2,868 

3,296 

2,207 

2,689 

3,021 

618 

644 

894 

1,241 

1,235 

1,195 

127,638 

186,594 

77,482 

397 

327 

187 

49 

52 

66 
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OBPARTMCNT  OF  JUB-nce 

oKxaRfPHPC  of  oeuoAi 

POUARS  IN  THOUSANDS) 


WISCONSIN 

APPROPRMTION 

nCUCOAl  AfMJIkltaTDATW^kl 

1093 

ACTUALS 

1094 

ESTIMATE 

1995 

ESTIMATE 

INSPECTOR  GENERAL . . 

CRIME  CONTROL  FUND . •* 

WEED  AND  SEED  FUND . •*  407 

QUANTKX)  TRAINING  CENTER . 

U.8.  PAROLE  COMMISSION . 


GENERAL  LEGAL  ACTIVmBS: 

SOUaTOR  GENERAL . 

TAXDMSiON . 

CRIMINAL  DIVISION . 

CIVIL  DIVISION . 

ENWTONMEKT  ft  NATURAL  RESOURCES  DIVM 

OFFICE  OF  LEGAL  COUNSEL . 

CIVIL  RIGHT8  DIVISION . 

INTERPOL . 

LEGAL  ACTIVITIES  AUTOMATION . 

SPECIAL  COUNSEL  FOR  DI8CRIMINATTON . 

TOTAL  GENERAL  LEGAL  ACTMTieS . 

ANTITRUST  DIVISION . 

US  ATTORNEYS . 

FOREIGN  CLAIMS  SETTLEMENT  COMMISSION 

US  MARSHALS . 

SUPPORT  OF  U.8,  PflWONTO . 

OOMMUNTTYREIATIONSSERVICE . 

U.8.  TRUSTEES . 

RADIATION  COMPENSATION  ADMIN  ^ . 

RADIATION  COMPENSATION  TRUST  FUND . 

ORGANIZED  CRIME  DRUG  ENFORCEMENT . 

FEDERN.  BUREAU  OF  INVESTKIATION . 

DRUG  ENFORCE1WENTADMIMSTRAT)ON . 

IMMIGRATION  ft  NATURAUZATION  SERVICE.  .. 

FEDERAL  PRISON  SYSTEM: 

SALAHCSftE»>ENSE8 . 

NATIONAL  INSTITLTTE  OF  CORRECTIONS . 

BUILDINGS  ft  FACIUTCS . 

TOTAL  FH)ERAL  PRWON  SYSTEM . 

OFFICE  Of  JUSTICE  PROGRAMS . ** 

FEES  ft  EXPENSES  OF  WITNESSES . 

INDEPENDENT  COUNSEL . 

aVIL  UB.  PUB.  EDUCATION  FUND . 

PRE-MERGER  FlUNQ  FEES . 

PUBLIC  SAFETY  OFFICERS  BENEFITS  . 
ASSETS  FORF  FUND  PERM  BUDGET  AUTHORI 

DIVERSK>NCONTTKX.FEE . 

IMMIGRATX^N  ft  NATURAUZAIKIN  FEES . 

CRIME  VICTIMS  FUND . .*• 

TOTAL  Oe>ARTMENT  OF  JUSTICE . 


0  0  0 

25  25  25 


33 

33 

33 

0,717 

7,142 

7,010 

2,077 

2,307 

2.053 

2^ 

2,069 

3,212 

1,233 

1,206 

1,304 

75 

1,704 

1.752 

1,094 

9,017 

0,750 

10.117 

002 

792 

060 

491 

527 

STD 

10,040 

20,042 

21,000 

34 

29 

20 

2,063 

500 

4,909 

21,945 

21,371 

20,710 

10,613 

0.702 

1,227 

061 

061 

1,011 

506 

247 

2,273 

2,504 

2,400 

50 

204 

210 

270 

300 

330 

1,700 

1,739 

1,401 

63,703 

02,043 

00,000 

**  NOTE:  For  1094  and  1906  oraiHs  are  no 
by  ttaia,  ainoa  hlalorical  information  la  not  i 
oblgadona. 
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OEPAR  rWENT  Of  JUSTK^e 
OEOQRAPHIC  001RiBUTK>N  Of  OBUQA1 
(OOtU^RS  IN  THOUSANDS) 


WYOMING 

APPROPRIATION 

1993 

ACTUALS 

1004 

ESTIMATE 

1995 

ESTIMATE 

QENERAl  ADMINSTRAT10N . 

INSPECTOROENeRAL . 

CWME  CONTROL  FUND . 

WEED  AND  SEED  FUND . 

QUANTKX)  TRAIMNQ  CENTER. 
U  S.  PAROIE  COMMISSION . 

GENERAL  LEGAL  ACTIVITIES: 

SOUaiOfl  GENERAL . 

TAX  DIVISION . 

CRIMINAL  DIVISION . 


aVIL  DIVISION . 

1 

0 

0 

ENVIRONMENT  «  NATURAL  RESOURCES  DIVIt 

OFFICE  Of  LEGAL  COUNSEL . 

CIVIL  RIGHTS  DIVISION . 

INTERPOL . 

LEGAL  ACTTVITIBS  AUTOMATION . 

SPECIAL  COUNSa  FOR  DISCRIMINATX>N . 

TOTAL  GENERAL  LEGAL  ACTIVITIES . 

1 

0 

0 

ANTITRUST  DIVISION . 

US  ATTORNEYS . 

2,625 

2,791 

2,739 

FOREIGN  CLAIMS  SETTLEMENT  COMMISSION 

US  MARSHALS . 

1,009 

1,121 

1,269 

SUPPORT  OF  U  S.  PRISONERS . 

472 

575 

646 

COMMUNITY  RELATIONS  SERVICE . 

U.S.  TRUSTEES . 

416 

436 

470 

RADIATION  COMPENSATION  ADMIN  EXP . 

RADIATION  COMPENSATION  TRUST  FUND . 

642 

500 

400 

ORGANIZED  CRIME  DRUG  ENFORCEMENT . 

299 

296 

266 

FEDERAL  BUREAU  OF  INVESTIGATION . 

1,511 

1,562 

1,641 

DRUG  ENFORCEMENT  ADMINISTRATION . 

294 

294 

296 

IMMIGRATION  &  NATURAUZATION  SERVICE.... 

FEDERAL  PRISON  SYSTEM: 

SALARIES  A  E»>ENSES . 

NATIONAL  INSTITUTE  Of  CORRECTIONS . 

BUILDINGS  A  FAaURES . 

TOTAL,  FEDERAL  PRISON  SYSTEM . 

0 

0 

0 

OFFICE  OF  JUSTICE  PROGRAMS . *  * 

1,713 

2,920 

600 

FEES  A  EXPENSES  Of  WITNESSES . 

543 

561 

576 

INDEPENDENT  COUNSEL . 

CIVIL  UB.  PUB.  EDUCATION  FUND . 

PRE-MERGER  RUNG  FEES . 

PUBUC  SAFETY  OFFICERS  BENOTTS.  .** 

234 

124 

ASSETS  FORF  FUND  PERM  BUDGET  AUTHORI 

366 

410 

395 

DIVERSION  OONTTKX.  FEE . 

IMMIGRATION  A  NATURAUZATION  FEES . 

55 

61 

67 

CRIME  VICTIMS  FUND . •• 

406 

369 

312 

TOTAL  DEPARTMENT  Of  JUSTICE .  iO.SM  12,062  0,723 


••  NOTE:  For  19M  and  1»5  grants  are  nor 
by  stats,  since  Nstorlcal  information  is  not  t 
obligations. 
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OEPARTMEKT  Of  JUSTICE 
QEOQRAPHK)  OI8TRieUTK>N  Of  OBCIQAI 
(DOUAftS  IN  THOUSANDS) 


TOTAL  50  STATES 


APPROPRIATION 

GENERAL  ADMINISTRATION . 

INSPECTOR  GENERAL . 

CRIME  CONTROL  fUN0..« . 

WEED  AND  SEED  FUND . *• 

QUANTICO  TRAINING  CENTER . . . 

U.S.  PAROLE  COMMISSION . . . 

GENERAL  LEGAL  ACTTVITIES: 

SOLICITOR  GENERAL . 

TAX  DISOSION . 

CRIMINAL  DIVISION . . 

CIVIL  DIVISION . . . . 

ENVIRONMENT  S  NATURAL  RESOURCES  DIVE 

OfFICE  Of  LEGAL  COUNSEL . 

CIVIL  RIGHTS  DIVISION . 

INTERPOL . 

LEGAL  ACTIVITIES  AUTOMATION . 

SPECIAL  COUNSEL  FOR  DtSCRIMINATK>N . 

TOTAL  GENERAL  LEGAL  ACTIVITIES . 

ANTITRUST  DIVISION . 

US  ATTORNEYS . - . 

FOREIGN  CLAIMS  SETTLEMENT  COMMISSION 

US  MARSHALS . 

SUPPORT  Of  U.S.  PRISONERS . 

COMMUNITY  RELATIONS  SERVICE . 

U.S.  TRUSTEES....^ . 

RADIATION  COMPENSATION  ADMIN  EXP . 

RADIATION  COMPENSATION  TRUST  FUND . 

ORGANIZED  CRIME  DRUG  ENFORCEMENT . 

FEDERAL  BUREAU  Of  INVESTIGATION . 

DRUG  ENFORCEMENT  ADMINISTRATION . 

IMMIGRATION  A  NATURALIZATION  SERVICE... 

FEDERAL  PRISON  SYSTEM: 

SALARIES  A  EXPENSES. . 

NATIONAL  INSTITUTE  OF  CORRECTIONS . 

BUILDINGS  A  FACILITIES . 

TOTAL,  FEDERAL  PRISON  SYSTEM . 

OfFICE  Of  JUSTICE  PROGRAMS . ** 

FEES  A  EXPENSES  OF  WITT^SSES . 

INDEPENDENT  COUNSEL . 

CIVIL  LIB.  PUB.  EDUCATION  FUND . . 

PRE- MERGER  FlUNG  FEES . 

PUBLIC  SAFETY  OFFICERS  BENEFITS...** 
ASSETS  FORF  FUND  PERM  BUDGET  AUTHORI 

DIVERSION  CONTROL  FEE  ... . 

IMMIGRATION  A  NATURALIZATION  FEES . 

CRIME  VICTIMS  FUND . .** 

TOTAL  DEPARTMENT  OF  JUSTICE . 


1908 

ACTUALS 

42.1S2 

10,914 

0 

11.875 

7,700 

0,975 


0 

8.010 

4,880 

00.589 

8,040 

0 

0 

0 

0 

0 

77,492 

10,514 

097,970 

0 

384,910 

257,819 

14,408 

04.048 

138 

57,190 

295.514 

1,458,041 

008.922 

780,272 


1,574,207 

0,510 

521,171 

2,104,900 

508,111 

70,440 

0 

0 

0,078 

28.002 

352,209 

10,402 

202.005 

180,970 

0,800.408 


1094 

ESTIMATE 

47.258 

14.001 

0 

0 

0 

9,128 


0 

8,181 

5.047 

00,400 

8,841 

0 

0 

0 

0 

0 

00,000 

10,810 

742.101 
0 

805,950 

810,550 

18,008 

07,581 

141 

41,000 

298.102 
1,502,810 

051,457 

020,850 


1,798,002 

0,004 

477,800 

2.201.440 

544,201 

72,805 

0 

0 

11,287 

0,572 

394,020 

80,518 

325,857 

124,077 

0,017,105 


1OC0 

ESTIMATl: 

49,007 

15,100 

0 

0 

0 

0,951 


0 

8,205 

5,030 

09,470 

8,070 

0 

0 

0 

0 

0 

01,449 

10,005 

720,410 

0 

802,004 

840,080 

11,580 

94.855 

158 

29,000 

208,279 

1,000,508 

084,540 

000,050 


2,212,503 

0,004 

724,071 

2,045,480 

87,440 

74,070 

0 

0 

11,911 

0 

880,209 

87,047 

859,707 

71,015 

0,907,480 


DEFARTiy^Nr  OF  JU811CC 
QEOQfUPHic  ooTneimoN  Of  oeucjAi 
(DOOARS  IN  THOUSANDS) 


O.C. 


APPROPRIATION 
GENERAL  ADMINISTRATION.... 

INSPECTOR  GENERAL . 

CRIME  CONTROL  FUND . 

WEEDAND  SEED  FUND . 

0UANT100  TRAINING  CENTER 
U  S.  PAROLE  COMMISSION . 


GENERAL  LEGAL  ACTIVITIES: 


SOUaTOR  GENERAL . 

5,460 

5,638 

6,161 

TAX  DIVISION . 

53,472 

56.332 

56,616 

CRIMINAL  DIVISION . 

65,277 

69,776 

69,616 

CIVIL  DIVISION . 

40,302 

47,563 

52,396 

ENVWONMENT  6  NATURAL  RESOURCES  DIVU 

46.439 

50,023 

57,904 

OFFICE  OF  LEGAL  COUNSEL . 

3,466 

3,621 

3,991 

CIVIL  RIGHTS  DIVISION . 

53,657 

54,536 

72,165 

INTERPOL . 

6,161 

6,406 

6,465 

LEGAL  ACTIVITIES  AUTOMATION . 

27,195 

22,315 

22,609 

SPECIAL  COUNSEL  FOR  DISCRIMINATION . 

4,229 

4,369 

0 

TOTAL  GENERAL  LEGAL  ACTIVITIES . 

306,676 

320,799 

347,967 

ANTI-TRUST  DIVISION . 

27,049 

26,687 

22,227 

US  ATTORNEYS . 

65,955 

91,400 

69,705 

FOREIGN  CLAIMS  SETTLEMENT  COMMISSION 

665 

940 

635 

US  MARSHALS . 

14,742 

31,356 

56,062 

SUPPORT  OF  U  S.  PRI80N5TS . 

12,406 

15,121 

16,965 

COMMUNITY  RELATIONS  SERVICE . 

13,176 

16,564 

6,681 

U.S.  TRUSTEES . 

10,273 

13,190 

11,534 

RADIATION  COMPENSATX>N  ADMIN  E)9> . 

RADIATK>N  OOMPENSATX>N  TITUST  FUND . 

1,026 

2,527 

2,502 

ORGAMZED  CRIME  DRUG  ENFORCEMENT . 

7,161 

7,250 

7,263 

FEDERAL  BUREAU  OF  INVE8T1QATX>N . 

569,091 

576,909 

565,077 

DRUG  ENFORCEMENT  ADMINISTRATION . 

6,225 

6,726 

3,669 

IMMK3RATION  &  NATURAUZATION  SERVICE... 

211,145 

227,974 

245,366 

FEDERAL  PRISON  SYSTEM: 

SALARIES  &  EXPENSES . 

162,006 

174,340 

164,056 

NATIONAL  INSTITUTE  OF  CORRECTIONS . 

2.532 

2,412 

2.060 

BUILDINGS  6  FACIUT1ES . 

5,367 

2,332 

9,225 

TOTAL  FEDERAL  PRISON  SYSTEM . 

169,925 

179,064 

195,361 

OFFICE  OF  JUSTICE  PROGRAMS . •• 

76,867 

26,479 

2,669 

FEES  &  E»>ENSE8  OF  WITNESSES . 

14,145 

14,599 

15,037 

INDEPENDENT  COUNSEL . 

>2,226 

4,961 

2,600 

CIVIL  UB.  PUB.  EDLXVLTION  f  LJND . 

499,974 

100,000 

5,000 

PRE-  MERGER  F1UNG  FEES . . . 

PUBLIC  SAFETY  OFFICERS  eENERTS  .  .** 

10,041 

124 

14,669 

21,549 

ASSETS  FORF  FUND  PERM  BUDGET  AUTHORI 

1,602 

1,966 

1,926 

DIVERSION  CONTROL  FEE . 

1,249 

4,366 

4,522 

IMMIGRATION  &  NATO  tAUZATION  FEES . 

215,277 

263,191 

264,072 

CRIME  VICTIMS  FUND . .*• 

10,712 

472 

341 

TOTAL  DEPARTMENT  OF  JUSTICE . 

2,354,761 

2,036,203 

2,016,620 

** 

NOTE:  Fof  1994  and  1995  grants  are  na 

by  state,  since  hisloficai  informatton  l»  not  i 
obigatlons. 


1093  1994  1995 

ACTUALS  ESTIMATE  ESTIMATE 

70.354  71,521  72,006 

13,320  15,066  15.402 

609 
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OB>ARfT14Bfr  OF  JUSTICE 
<9EOQrW>HK)  nSimUTION  OF  OeUQAl 
pOilARS  IN  THOUSAND^ 


puBVTonoo 


APFROFftATION 

QENERAL  M)MN«B'mA'nON . 

INSPECTOR  OENEIUI, . 

CfSME  CONTROL  FUND . 

Wm>  AND  Sffl)  FUND . 

OUANTKX)  TRAMNQ  CENTER.. 
U.S.  PAROIE  COMMISSION . 


1909 

ACTUALS 

0 

172 


19M  1909 

ESTIMATE  ESTIMATE 
216  227 

21  0 


GENBIN.  LEGAL  ACnvmeS; 

SOUaTORQeCRAL . 

TAX  DIVISION . 


CRHbiNAL  DIVISION . 

191 

196 

135 

CIVIL  DIVISION.... . 

64 

75 

75 

ETAARONMENT  A  NATURAL  RESOURCES  DIVK 

OFFICE  OF  LEGAL  OOUNSB. . 

CIVIL  RKaHTB  DIVISION . 

INTFf¥^ 

LEGAL  ACTfVITlBS  AUTOMATION . 

SPECIAL  COUNSa  FOR  OISCRIMIIMTION . 

TOTAL  QENERN.  LEGAL  ACTIVITIBB . 

166 

210 

210 

ANTITRUST  DIVISION . 

US  ATTORNEYS . . . 

6,202 

6,067 

FOREIQN  CLAIMS  SETTLEMENT  OOMM»SION 

US  MARSHALS . 

2jm 

9,196 

3.676 

SUPPORT  OF  U.S.  PflWONBW . 

2,966 

2.660 

COMMUNITY  RELATX3N8  SERVICE . 

U.S.  TRUSTEES . 

660 

666 

741 

RADIATION  COMPENSATION  ADMIN  . 

RADIATION  COMPeiSATTON  TRUST  FUND . 

OROM^ZSD  CRIME  DRUG  ENFORCEMENT . 

2,701 

2,662 

2,573 

FBDER/S.  BUREAU  OF  INVESTIGATION . 

14,606 

15,296 

15,660 

DRUGENFORCEMBITAOMtIASTRATION . 

2,664 

2.246 

1,404 

IMMKVMTION  A  NATURAUZATK)N  SERVICE.... 

6,237 

6,667 

7,242 

FEDERN.  PRISON  SYSTEM: 
8ALARC8AE»>EN8E8 . 

14,191 

16,976 

16,157 

HAJK)HM,  INSTITUTE  OF  CORRECTIONS . 

BUILDINQ8  A  FAOUT^S . 

2,011 

1,199 

1,604 

TOTAL,  FEDERAL  PR«ON  SYSTEM . 

16,202 

16,511 

17,761 

OFFICE  OF  JUSTICE  PROGRAMS . •* 

7,754 

6,192 

1,065 

FEES  A  E»>ENSE8  OF  WITNESSES . 

163 

166 

173 

INDEPENDENT  COUNSEL . 

CML  U8.  PUB.  EDUCATION  FUND . 

PRE-MERGER  RUNG  FEES . 

PUBLIC  SAFETY  OFFICERS  BENEFITS....** 

1,578 

606 

ASSETS  FORF  FUND  PERM  BUDGET  AUTHORI 

4,424 

5,006 

4,796 

DIVERSION  CONTROL  FEE . 

349 

1,224 

1,262 

IMMIGRATION  A  NATURAUZATION  FEES . 

6,467 

6,109 

6,749 

CRIME  VICTIMS  FUND . . . .•* 

990 

936 

1,045 

TOTAL  OEPARTi  «ENT  OF  JUSTICE . 

74,641 

76,556 

73,551 

**  NOTE:  For  1094  and  1096  granti  ara  no 
by  Btate.  ainca  hiitorlcal  irtformatton  la  nolt 
obigatiorw. 
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OePARTiyiOir  OF  JUSTICE 
QEOQRAPHIC  OISTWfiUDON  OF  oeUQAl 
POUARS  tN  THOUSANDS) 


OTHER 


1903 

1994 

1996 

APPROPRIATION 

GENERAL  ADMIN1STRATX)N . 

ACTUALS 

ESTIMATE 

ESTIMATE 

INSPECTOR  GENERAL . 

CRIME  CdiRfOL  FUND . •• 

2.423.00b 

WEED  AND  SEEDFUND . •  • 

QUANTKX)  tRAJMNQ  CENTER . 

13,586 

13.984- 

US.  PAROLE  COMMISSION . 

1 

GENERAL  LEGAL  ACTTVITIBS: 

SOLICITOR  GENERAL . 

TAX  DIVISION . ; . . 

CRIMINAL  DIVISION.: . 

729 

751 

750 

CIVIL  OlVISON . 

ENVWONMENT  &  NATURAL  RESOURCES  DIVk* 

OFFICE  OF  LEGAL  COUNSa . 

CIVIL  RIGHTS  DIVISION . 

INTERPOL . 

LEGAL  ACTlVniES  AUTOMATION . 

SPECIAL  COUNSa  FOR  DISCRIMINATK)N . 

2,635 

2,200 

2,300 

TOTAL  GENERAL  LEGAL  ACTIVITIES . 

3.355 

2,951 

3,060 

ANTITRUST  DIVISION . 

USAHORNEYS . 

FOREIGN  CLAIMS  SETTLEMENT  COMMISSION 

5,554 

5.225 

6,110 

US  MARSHALS . 

2,514 

2,902 

3,338 

SUPPORT  OF  US.  PRISONSTS . 

COMMUNITY  RELATIONS  SERVICE . 

1,035 

1,255 

1,421 

US.  TRUSTEES . 

RAOIATX>N  COMPENSATX>N  ADMIN  EXP . 

RADIATX)N  COMPENSATION  TRUST  FUND . 

24 

25 

27 

ORGANIZED  CRIME  DRUG  ENFORCEMENT . 

79,aoa 

79,553 

76,826 

FEDERAL  BUREAU  OF  INVE8T1QATK)N . 

14,397 

17,301 

17,281 

DRUG  ENFORCEACNT  ADMINISTRATION . 

52,919 

52,919 

84.081 

IMMIGRATION  &  NATURAUZATION  SERVICE .  .  .. 

13,798 

14,792 

18,021 

FEDERAL  PRISON  SYSTEM; 

SALARIES  &  E»>eNSE8 . 

NATION)^.  INSTITUTE  OF  CORRECTIONS . 

BUILDIN03  4  FAOUTIES . 

0 

35,000 

0 

TOTAL  FEDERAL  PRISON  SYSTEM . 

0 

38,000 

0 

OFFICE  Of  JU8TX:€  PROGRAMS . •• 

4,130 

250,050 

273,513 

FEES  A  E»>ENSE8  OF  WITNESSES . 

INOEPEhDENT  COUNSEL . 

355 

359 

380 

aVlL  U0  PUB.  EDUCATION  FUND . 

PRE-MERGER  RUNGFEES . 

PUBUC  SAFETY  Of  FCERS  BENOITS 

23.541 

29,717 

ASSETS  FORF  FUND  PERM  BUDGET  AUTHORI 
OlVERaON  CONTROL  FEE . 

124,400 

174,049 

100,009 

IMMIGRATION  A  NATURAUZATION  FEES . 

31,555 

35,071 

38.832 

CRIMEVICTIMSFUNO . ** 

979 

13.489 

87,817 

TOTAL  DEPARTMENT  OF  JUSTX^E . 

£55,270 

784.230 

3,175,209 

**  NOTE:  Fof  1994  mod  1995  grind  am  no 
by  tdd.  tinoi  hMxiciI  tnlormiOon  ii  rxH  f 
obigitiont. 
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O^AmMeiT  OF  JUSTICE 
QEOOTVSFHK:  DI8Tf«anX)N  OF  OeUCaATK)^ 
(DOLLARS  M  IHOUSANOe) 


QRANO  TOTAL 


APPROP«ATK)N 

OENOVO.  ADM*NISTRAT>ON . 

INSPECTOR  OENEIVL . 

CRIME  CONTROL  FUND . *• 

WEED  AND  SEED  FUND . •* 

QUANTKX)  TRAININQ  CENTER . 

US.  PAROlf  COMMISSION . 


ISOS 

ACTUALS 

112,518 

30.405 

0 

12.154 

7.700 

5.975 


ESTIMATE  ESTIMATE 
119,000  121.542 

30,000  30.552 

0  2,423,000 

13.555  13,954 

0  0 

0.123  3.061 


GENERAL  LEGAL  ACTIVITIES: 

SOUaTCR  GENERAL .  5,450  5.535  5.151 

TAXDIVJSON .  65.400  50.453  50,553 

CRIMINAL  DIVISION .  71.023  75,700  75.541 

CML  DIVISION .  100.531  118.327  124,241 

ENVnONMENTA  NATURAL  RESOURCES  DIVK  49.455  53,354  51,550 

OFFICE  OF  LEGAL  COUNSEL .  3.455  3.521  3,001 

CIVIL  RIGHTS  DIVISION .  53,857  54.535  72.155 

INTERPOL .  5.181  5.405  5,455 

LEGAL  ACT1VIT1B3  AUTOMATION .  27.105  22,315  22,500 

SPECIAL  COUNSEL  FOR  DtSCRIMINATION .  4,229  4,350  0 

TOTAL  GENERAL  LEGAL  ACTIVITIES .  355.020  403,958  432,506 

ANTITRUST  DIVISION .  45,553  45,007  41,022 

US  ATTORNEYS .  705.612  345,006  530,320 

FOREIGN  CLAIMS  SETTLEMENT  COMMISSION  555  040  535 

US  MARSHALS .  356,050  343,405  365,000 

SUPPORT  OF  U.8.PRISONBT3 .  272.723  320,322  350,015 

COMMUNITY  RELATIONS  SERVCe .  27,530  ».457  20,417 

US.  TRUSTEES .  05,000  101,454  105.557 

RADIATION  COMPENSATION  ADMIN  EXP .  2,061  2.568  2.565 

RADIATX)N  COMPENSATION  TRUST  FUND .  57,100  41,000  29,000 

ORQANIZEO  CRIME  DRUG  ENFORCEMENT .  385,204  352,537  350,043 

FEDERAL  BUREAU  OF  INVESTIQATIOH  .  2,045,735  2,193,524  2,127,751 

DRUG  ENFORCEMENT  AOMINSTBATION .  757,730  743,350  723,714 

IMMIGRATION &NATURAUZATX>N  SERVICE...  057.452  1.070.312  1.140,455 


FEDERAL  PRISON  SYSTEM: 

SALARIES  3  E»>ENSES .  1,750,454  1,055,500  2.412.715 

NATIONAL  INSTITUTE  OF  CORRECTIONS .  12.042  10,476  10.144 

BUILDINGS  3  FAOUTIES .  528,550  515,755  735,700 

TOTAL  FEDER^  PRISON  SYSTEM .  2.201,006  2,513.041  $.155  W 


OFFICE  OF  JUSTICE  PROGRAMS . 


FEES  3  EM^ENSES  OF  WITNESSES .  56,105  57,531  00,455 

INDEPENDENT  COUNSEL .  12,225  4.061  2,500 

CIVIL  UB  PUa  EDUCATION  FUND .  400,074  100,000  5.000 

PRE- MERGER  RUNG  FEES .  15,014  25.126  33,450 

PUBLIC  SAFETYOFFICERSDENmTB...**  24,754  30,521  29,717 

ASSETS  FORF  FUND  PERM  BUDGET  AUTHORI  452.535  575.541  457,000 

OCVERSWN  CONTROL  FEE. .  12.000  42,123  43,431 

IMMIGRATION  3  NATURAU2ATION  FEES .  544.355  529,725  550,150 

CRIME  VICTIMS  FUND . •*  140,550  130,775  150.215 

TOTAL  DEPARTMENT  OF  JUSTICE .  11,153.375  11,715,154  14.235.010 

**  NOTE:  For  1004  snd  1906  gnnii  an  no 
by  ftete,  tinot  hMorfcal  InformaOon  it  not  I 
oMgattoni. 
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\9» 

1004 

1009 

APPROP«ATX)N 

ACTUALS 

ESTIMATE 

ESTIMATE 

ALABAMA. . 

00,059 

02,770 

01.459 

ALASKA. . 

22,294 

24,727 

23.145 

ARI2D^^ . 

106,712 

205,709 

205,978 

ARKANSAS . 

92,540 

75,716 

97,055 

CAUFORNtA. . 

1.024,457 

1.104,407 

1,007,055 

COLORADO. . 

151,194 

177.770 

222,792 

CONNECTTCUT . 

70,457 

^,150 

50,401 

DELAWARE . 

10,748 

12,000 

0,940 

aORDA . 

587,200 

527,000 

547,500 

GEORGIA . 

213,650 

225,227 

242,600 

HAWAI . 

47,455 

55,000 

40,430 

IDAHO . 

20,509 

15,115 

15.332 

ILUNOI? . 

254,925 

*  275,240 

327,550 

INDIANA . 

01,255 

00,060 

50,929 

K>WA . 

27,195 

20,255 

22,750 

KANSAS . 

04,805 

00,705 

111,712 

KENTUCKY . 

124,443 

140,055 

142,525 

LOU  SANA. . 

195,577 

141,070 

144,302 

MAINE . 

23,730 

24.740 

23,143 

MARYLAM) . 

154,025 

151,557 

198,309 

MASSACHUSETT . 

112,000 

127,434 

195,759 

MICHIGAN . 

157,501 

155,047 

150,145 

MINNESOTA . 

118,115 

123.100 

145,558 

MISSISSIPPI . 

94,505 

58,055 

38,939 

MISSOURI . 

150,539 

155,351 

154,558 

MONTANA. . 

21,959 

22,052 

21,419 

NEBRASKA. . 

32.070 

34,510 

33,110 

NEVADA . 

53,154 

53,248 

50,000 

NEWHAMP8H«E . 

10,375 

11,397 

5,574 

NEW  JERSEY. . 

150,147 

107,733 

224,100 

NEWMEXKX) . 

50,551 

51,645 

50.057 

NEW  YORK. . 

778,530 

710,304 

704,244 

NORTH  CAROUNA . 

145,005 

110,525 

117,021 

NORTH  DAKOTA . 

12,553 

13,327 

11,970 

OHIO . 

1 10,227 

135.570 

172,971 

OKLAHOMA . 

55,451 

01,535 

117,752 

OREGON. . 

72,070 

75,784 

70,950 

PENNSLYVANIA . 

953,000 

372,150 

471,397 

RHODE  ISLAI^ . 

16,000 

17,445 

15,551 

SOUTH  CAROUNA . 

50,521 

52,520 

94,353 

SOUTH  DAKOTA . 

22,254 

23,810 

24,534 

TENNESSEE . 

102,800 

104,700 

09,575 

TEXAS . 

021,331 

1,025.555 

1,114,035 

UTAH . 

50,270 

53,132 

42,119 

VERMONT . 

47,882 

50,553 

52,002 

VIRGINIA . 

541,752 

706,352 

751,391 

WA8HWQTON . 

05,055 

157.202 

95,135 

WESTVIRQINA . 

238,154 

243,081 

151,345 

WISCONSIN . 

63,703 

52,543 

50,555 

WYOMING . 

10,585 

12,052 

9,723 

TOTAL  50  STATES 

9,359,453 

5,517.105 

0,057.430 

D.C . 

2,954,781 

2,030,203 

2,015,520 

PUERTO  RICO . 

74,541 

75,555 

73.551 

OTHER  &  CRIME  CONTROL  FU 

365,270 

754,230 

3.175,209 

GRAND  TOTAL . 

11,153,375 

11.715.184 

14,235,010 

Icitnl  to  Mtifnatt 

*  rX)TE:  OTHER  irvAjdM  peyrrwits 
and  in  U.  8.  Twrioriet.  Paymanls  to  non 
are  ate)  IncKjdod  in  OTHER  ForlOOStht 
Cr1n>a  Conirol  Fund  b  incfcidad  at  undbtri 
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QUESTIONS  SUBMITTED  BY  SENATOR  ROBERT  C.  BYRD 


Revitalization  and  Relocation  ot  the  Criminal  Justice 
information  Servicea  Divieion 

QUBSTIOHt  Attorney  General  Reno,  in  response  to  one  of  ny 
questions  from  the  fiscal  year  1993  Cosnerce,  Justice, 
State,  and  Department  of  Justice  hearing,  former  FBI 
Director  Sessions  provided  the  committee  the  following 
answer  on  the  importance  of  revitalisation  of  the  FBI's 
Identification  Division  to  law  enforcement! 

ANSWER:  Revitalization  of  the  Identification  Divieion  is  critical 
to  the  ultimate  effectiveness  of  the  lav  enforcement  community 
against  the  criminal  element  in  today's  society.  He  live  in  a 
transient  society  vith  a  transient  crime  problem.  This  necessitates 
a  national  data  base,  or  alternatively,  a  national  pointer  system, 
to  determine  the  criminal  history  of  an  individual.  A  large  number 
of  criminals  use  false  identities,  necessitating  a  national  system 
to  identify  criminals  positively  in  order  to  match  criminal  history 
records  with  individuals.  The  only  system  currently  available  for 
determining  positive  identifications  and  criminal  history  records 
on  a  national  scale  is  the  FBI's  Identification  Division.  Present¬ 
ly,  the  FEZ'S  ability  to  service  law  enforcement  is  hampered  by 
several  adverse  conditions: 

9  Backlogs  of  S.e  million  manual  criminal  history  records,  3.8 
million  criminal  dispositions  and  over  775,000  fingerprint 
cards  exist. 

9  A  current  average  time  for  positive  identifications  based  on 
fingerprint  cards  is  about  20  days.  Consequently,  such 
identifications  are  of  little  or  no  value  to  law  enforcement 
at  the  time  of  arrest  or  for  the  setting  of  bond,  permitting 
individuals  with  egregious  criminal  records  or  fugitives  to 
walk  away  from  booking  stations  because  their  true  identity 
or  criminal  history  record  cannot  be  timely  determined. 

9  The  ability  to  identify  an  individual  by  latent  fingerprints 
left  at  the  scene  of  crimes  is  primarily  limited  to  kno%m 
suspects  in  the  current  system. 

9  Due  to  existing  inadequacies,  it  is  estimated  that  the  FBI 
does  not  receive  one-third  of  all  criminal  arrests. 

By  revitalizing  the  FBI's  Identification  Division,  the  system 
providing  national  access  to  criminal  history  records  and  the 
nations 's  repository  of  fingerprint  cards  will  regain  its  status  as 
an  essential  tool  of  law  enforcement.  A  revitalized  Identification 
Division  will: 

9  allow  the  identification  of  fugitives  while  they  are  still 
in  the  booking  stations,  or  the  determination  of  an  indi¬ 
vidual's  criminal  history  record,  for  the  purpose  of  setting 
bond; 

9  more  quickly  Identify  law  enforcement  applicants  with 
disqualifying  criminal  records  and, 

9  provide  the  ability  to  'cold-search'  latent  fingerprints 
left  at  crime  scenes  against  a  large  data  base,  solving 
thousands  of  previously  unsolvable  crimes. 

In  addition,  a  revitalized  Identification  Division  will  support: 
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4  the  Felon  Identification  in  Firearm  Sales,  as  mandated  the 
Anti-Dru9  Abuse  Act  of  1988,  Section  6213,  P,L.  101-690. 
This  will  be  the  only  practical  system  available  to  deter¬ 
mine  positively  if  a  person  has  a  felony  record.  Existing 
systems  are  based  on  name  checks  only  and  are  easily  foiled 
by  use  of  false  identities; 

^  the  requirement  under  the  Anti -Drug  Abuse  Act  of  1988, 
Section  464,  P.L.  101-690  for  a  system  to  make  a  positive 
identification  of  all  persons  crossing  the  border; 

^  the  Aviation  Security  Act,  P.L.  101-604,  requiring  back¬ 
ground  checks,  including  fingerprint  checks  for  all  persons 
employed  in  aviation  travel; 

♦  Federal  child-care  providers'  provisions  of  the  Crime 
Control  Act  of  1990,  Section  3266,  P.L.  101-647;  and, 

#  the  determination  if  persons  applying  for  sensitive  posi¬ 
tions  (banks,  day-care  centers,  adoptions,  schools.  National 
Security  clearances,  etc.,)  have  criminal  records.  Bach 
year  approximately  125,000  individuals  applying  for  Federal 
employment  are  determined  to  have  serious  criminal  records. 


Revitalization  will  also  increase  the  effectiveness  of  law  enforce¬ 
ment: 

4  Investigative  time  is  saved  in  those  investigations  where  an 
identification  is  made  through  latent  prints  as  opposed  to 
manpower -intensive  investigations. 

4  A  fugitive  is  positively  Identified  at  the  time  of  arrest, 
preventing  the  person  from  walking  away  from  the  booking 
station,  and  thus  necessitating  continuing  fugitive  investi¬ 
gation. 

4  Most  serious  crimes  are  committed  by  a  small  percentage  of 
the  population.  Removal  of  those  individuals  from  the 
street  is  the  most  effective  means  available  to  reduce 
serious  crime.  Revitalization  of  the  Identification 
Division  will  substantially  enhance  the  ability  to  incarcer¬ 
ate  the  criminal  that  society  most  wants  off  the  streets. 

Tha  Senate,  in  its  notion  on  the  Ciaoal  year  1992  appro* 
priation  for  the  Federal  Bureau  of  Znveetigation  (FBI) , 
included  $12.5  million  for  467  poaitione  for  the  reduction 
of  fingerprint  and  diapoaition  backloga  and  the  automation 
of  8.6  million  manual  criminal  hiatory  records.  The  FBI,  in 
December  1993,  converted  approximately  60,509  manual 
oriadnal  history  records  to  an  automated  format  at  the  Heat 
Virginia  satellite  facilities  in  Clarksburg.  This  brings 
the  total  number  of  conversions  to  674,080  since  the 
operation  began  on  July  18,  1991.  As  of  December  30,  1993, 
the  remaining  number  of  records  to  be  converted  is 
7,874,086.  At  this  rate  it  would  take  approximately  28 
years  to  convert  the  remaining  7,874,086  manual  criminal 
history  records  to  an  autoaiated  format.  Hhat  steps  are 
being  taken  to  alleviate  this  critical  situation? 

ANSWER:  In  the  original  plans,  214  of  the  487  positions  were 
planned  to  support  the  conversion  of  8.8  million  manual 
cririinal  history  records  to  an  automated  format,  while  the 
remaining  positions  (273)  were  to  be  directed  toward  the 
current  work  (fingerprint  card  and  disposition)  backlogs. 
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Due  to  personnel  cooipenastion  shortfalls  experienced  as  a 
result  of  the  current  state  of  economy  and  the  unanticipated 
drastic  reduction  in  the  attrition  rate,  as  well  as  legisla¬ 
tion  requiring  the  FBI  to  absorb  additional  funds,  the  FBI 
has  been  able  to  hire  only  280  of  the  487  positions  appro¬ 
priated  during  the  1992  budget  process. 

The  original  plan  was  to  hire  employees  to  perform  the 
conversion  effort  in  West  Virginia  and  then,  as  current  work 
functions  were  identified  for  relocation,  the  remaining 
positions  %#ould  be  filled  to  assist  with  the  fingerprint 
card  and  disposition  functions.  It  is  imperative  that  a 
fingerprint  card  backlog  be  virtually  nonexistent  for  an 
effective  transition  to  the  new  system.  Due  to  the  FBI's 
inability  to  continue  the  hiring  effort  in  West  Virginia, 
and  to  continue  to  provide  an  acceptable  level  of  services 
to  the  users,  the  Criminal  Justice  Information  Services 
(CJIS)  Division  realigned  the  available  resources  to  areas 
that  would  reduce  the  then-existing  fingerprint  card  backlog 
of  over  950,000  (February  1992).  This  realignment  of 
resources  affected  the  availability  of  personnel  to  support 
the  conversion  effort.  However,  by  October  1993,  the 
fingerprint  card  backlog  was  reduced  to  160,000  and  the 
average  response  time  for  a  fingerprint  card  was  reduced  to 
approximately  10  days,  from  the  approximate  31  day  average 
response  time  in  February  1992,  Currently,  155  employees 
are  assigned  to  the  conversion  effort. 

Recognizing  that  the  effort  to  convert  approximately  8.8 
million  manual  criminal  history  records  to  an  automated 
format  was  a  huge  undertaking  and  would  require  significant 
personnel  resources,  the  CJIS  Division  has  made  every  effort 
to  identify  streamlining  methods  that  would  expedite  the 
process.  Since  these  records  are  of  individuals  born 
between  1929  and  1955,  some  of  the  files  are  inactive. 
Therefore,  the  CJIS  Division  determined  that,  to  obtain 
maximum  benefit  from  the  limited  resources  available,  the 
criteria  for  selecting  a  particular  record  to  be  converted 
could  be  directed  to  those  that  were  activated  by  some  type 
of  inquiry,  such  as  incoming  fingerprint  cards,  correspon¬ 
dence  or  an  inquiry  through  the  Interstate  Identification 
Index  (III)  .  By  using  this  selection  criteria,  the  manual 
records  are  actually  converted  to  an  automated  format  during 
the  processing  procedures  of  the  inquiry  that  activated  the 
manual  file,  thus  allowing  an  automated  response  to  the 
inquiry  that  originally  hit  against  the  manual  record.  By 
automating  all  active  records,  repeat  offenders  would  be 
identified  through  our  automated  files  and  reduce  the 
overall  manual  inquiries.  In  addition,  the  employees 
currently  assigned  to  the  conversion  project  are  not  only 
working  toward  completion  of  the  Conversion  effort,  but  are 
also  assisting  in  maintaining  the  current  workload. 

Additionally,  this  would  ensure  that  all  repeat  offenders, 
currently  maintained  in  the  8.8  million  manual  files,  are 
automated  and  available  through  an  III  inquiry.  All  manual 
criminal  history  records  activated  since  1992  %#ould  he 
automated  and  available  to  support  the  Brady  Act's  National 
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Tnstant  Check  System,  which  is  mandated  to  be  developed  and 
implemented  within  five  years  of  enactment.  This  would  also 
help  the  effort  to  identify  individuals  applying  to  purchase 
firearms.  Although  no  specific  completion  date  is  known, 
the  FBI  is  progressing  as  quickly  as  possible  to  automate 
the  remaining  manual  criminal  history  records. 

QUESTION!  Attorney  General  Reno,  I  proposed  an  amendment 
which  waa  later  adopted  In  Conference  on  the  Emergency 
Supplemental  Appropriation  and  Rescission  bill  which 
provides,  "For  an  additional  amount  for  'Salaries  and 
Expenses’  to  defray  expenses  for  the  automation  of  finger¬ 
print  identification  services  and  related  costs, 
$20,000,000,  to  remain  available  until  expended;  provided 
that  these  funds  shall  be  available  to  the  Federal  Bureau  of 
Investigation  to  hire  500  employees  to  carry  out  the 
automation  of  fingerprint  services  without  regard  to  any 
eotployment  ceilings  loosed  by  the  President  or  by  law".  It 
is  my  hope  and  expectation  that  the  FBI  will  now  proceed  to 
embark  upon  an  accelerated  hiring  program  in  order  to  assure 
that  these  SOO  employees  are  hired  as  quickly  as  possible. 
Many  of  the  potential  hires  have  already  been  recruited  and 
are  awaiting  the  finalization  of  the  necessary  personnel 
actions.  What  steps  are  being  taken  by  the  FBI  to  acceler¬ 
ate  the  hiring  of  these  500  es^loyees?  Please  give  a  date 
that  you  expect  that  these  500  employees  to  be  on  board  at 
the  FBI  Fingerprint  Identification  Division.  Please  provide 
for  the  record  a  month-by-month  hiring  schedule  with 
significant  milestone  events  related  to  recruitment  and 
hiring  associated  with  the  revitalisation  effort.  May  I 
have  your  assurances  that  every  effort  will  be  made  to 
accelerate  the  hiring  of  these  personnel  as  quickly  as 
possible? 

ANSWER:  Current  resources  will  permit  the  FBI  to  process 
and  hire  between  35  to  50  general  support  employees  each 
month.  There  is  a  large  pool  of  approximately  4,000  general 
support  applicants  who  are  in  various  stages  of  processing 
and  who  have  indicated  an  interest  in  working  for  the  FBI  in 
West  Virginia.  On  March  28,  1994,  33  new  general  support 
employees  reported  for  duty  in  West  Virginia  as  part  of  the 
500  new  positions  provided  in  the  supplemental  appropria¬ 
tions  act. 

Of  the  500  positions,  400  will  be  hired  into  general  support 
term  positions.  The  term  will  not  exceed  three  years  and  as 
current  employees  at  FBI  Headquarters  who  choose  not  to 
relocate  leave  the  FBI,  the  term  employees  will  be  converted 
to  permanent  positions.  One  hundred  of  the  500  positions 
will  be  for  permanent  specialty  hires  such  as  computer 
specialists,  engineers,  and  technicians. 

If  hiring  projections  of  35  to  50  general  support  per  month 
hold  true,  it  can  be  anticipated  that  400  general  support 
applicants  will  be  hired  into  term  positions  in  West 
Virginia  no  later  than  February  1995.  The  100  specialty 
hires  will  require  more  time  to  hire  because  of  the  work 
involved  in  recruiting  and  identifying  individuals  with 
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specific  expertise  and  also  because  of  the  longer  length  of 
time  required  to  conduct  a  background  investigation. 
Projections  are  that  by  the  end  of  calendar  year  1995,  the 
100  specialty  positions  could  be  filled. 

The  following  provides  a  projected  month -by -month  hiring 
schedule : 


Proposed  Schedule  of  FBI  West  Virginia  Hiring  500  Positions 


Approximate 
Number  General 
Support  New  Hires 

Eroleotcd 


^proximate 
Nun^r  Specialty 
Support  New  Hires 

PxoAscted 


March  1994 

33 

April  1994 

37 

May  1994 

35 

June  1994 

35 

July  1994 

35 

August  1994 

35 

September  1994 

35 

October  1994 

35 

November  1994 

35 

December  1994 

35 

January  1995 

35 

10 

February  1995 

15 

10 

March  1995 

10 

April  1995 

10 

May  1995 

10 

June  1995 

10 

July  1995 

10 

August  1995 

8 

September  1995 

6 

October  1995 

6 

November  1995 

5 

December  1995 

5 

Total 


400 


100 


The  actual  number  of  applicants  hired  each  month  may  vary, 
but  the  FBI  is  working  toward  the  goal  of  having  400  general 
support  employees  hired  in  West  Virginia  by  February  1995, 
and  100  specialty  employees  by  Decen^er  1995. 

The  FBI  must  hire  new  employees  in  West  Virginia  to  offset 
those  employees  who  have  decided  against  relocating  from  FBI 
Headquarters.  It  is  critical  that  these  new  employees  be 
hired,  trained,  and  fully  productive  as  soon  as  possible. 
Every  effort  and  resource  are  being  pJiced  into  accelerating 
the  hiring  of  those  500  individuals. 

The  new  facility  is  scheduled  for  occupancy  in  June  1995. 
At  that  time  we  will  begin  to  move  functions  requiring 
specialized  skills  to  West  Virginia.  Therefore,  there  will 
be  a  need  to  hire  new  employees  possessing  specialized 
skills  in  sufficient  time  to  train  and  coordinate  them  to 
the  new  work  environment. 
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QUBSTZONt  Attorney  O^neral  R«ao,  what  plana  do  you  have  for 
authority  and  funding  for  early  retireaent  and 
voluntary  caah  reparation  incentivea  for  the  FBI  esq;»Ioyeea 
that  do  not  wiah  to  relocate  to  the  FBI ’a  Fingerprint 
Identification  Diviaion  in  Clarkaburg,  Heat  Virginia?  I  am 
told  that  auoha  buy  out  provision  would  coat  about  $10, 000 « 
which  ia  much  leaa  expenaive  than  the  average  of  $50,000 
loat  to  transfer  a  FBI  employee  from  Washington  to  C- 
larkaburg?  What  more  ,can  be  done? 

ANSWER:  The  actual  cost  to  transfer  an  employee  to  West 

Virginia  varies,  depending  primarily  on  the  property  an 
individual  oyms  4nd  whether  they  rent  or  purchase  a  new 
residence.  Basld  upon  actual  expenditures  claimed  by 
employees  who  have  already  relocated,  the  average  cost  to 
transfer/ an  employee  to  West  Virginia  is  currently  $28,000. 

The  Department  has  sent  to  the  Office  of  Management  and 
Budget  for  consideration,  a  legislative  proposal  that  would 
offer  separation  incentive  payment  of  between  $10,000  and 
$25,000  to  Criminal  Justice  Information  Services  (CJIS) 
Division  employees  who  elect  not  to  relocate  their  jobs  to 
West  Virginia.  The  legislative  proposal  would  also  allow 
appointment  in  the  competitive  service  those  CJIS  Division 
employees,  who,  like  other  FBI  employees,  are  in  the 
excepted  service,  and  are  unwilling  to  relocate  to  West 
Virginia.  Another  proposal  under  consideration  would  allow 
the  FBI  to  offer  relocation  bonuses  to  CJIS  employees  who 
are  undecided  about  relocating  to  West  Virginia. 

It  is  projected  that  the  average  cost  for  each  voluntary 
separation  incentive  would  actually  be  $17,000,  based  on  the 
average  salary  of  approximately  1,600  employees  who  respond¬ 
ed  "no"  or  "leaning  to  no"  to  the  survey  of  employees 
conducted  in  October  1993,  to  identify  employees  desiring  to 
relocate.  Additionally,  when  comparing  the  cost  of  trans¬ 
ferring  an  employee  with  the  cost  of  a  voluntary  separation, 
the  recruiting,  hiring,  and  training  costs  incurred  to 
replace  that  individual  should  also  be  considered.  These 
costs  have  the  potential  to  be  as  high  as  $19,000  depending 
upon  the  specialty  of  a  position.  For  example,  a  12-week 
course  to  train  an  employee  for  the  fingerprint  examiner 
position  is  approximately  $12,000.  This  would  result  in  an 
overall  replacement  cost  of  $36,000  ($17,000  average  buy  out 
plus  $19,000  for  recruitment,  hiring,  and  training)  for  key 
positions.  Not  included  in  these  costs  are  the  loss  of 
productivity  that  would  be  sustained  as  a  result  of  the 
training  curve. 

The  Department  of  Justice  and  the  FBI,  in  particular,  are 
committed  to  providing  quality  service  to  the  criminal 
justice  community.  The  development  of  the  Integrated 
Automated  Fingerprint  Identification  System  will  provide  the 
tools  for  the  FBI  to  meet  the  demands  upon  the  fingerprint 
identification  services  for  the  law  enforcement  community 
into  the  2lBt  century.  However,  a  successful  transition  to 
the  newly  developed  system  requires  a  highly  skilled  work 
force.  Considering  these  factors,  I  believe  that  it  is  in 
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the  best  interest  o£  the  Department,  the  FBI,  and  the 
criminal  justice  community  overall  to  encourage  the  employ¬ 
ees  of  the  CJIS  Division  to  relocate  to  West  Virginia. 

QUESTION t  Please  provide  for  the  record  an  update  on  the 
status  of  the  Identification  Division  Relocation/Revitali¬ 
sation  project,  including  significant  aiilestone  events 
leading  to  its  cooqpletion.  Your  response  should  include, 
but  not  be  liedted  to,  anticipated  dates  for  the  contract 
awards,  construction  completion,  possible  dedication,  and 
occupancy.  I  would  be  appreciative  if  you  could  keep  me 
updated  on  a  continuing  basis  on  this  project.  May  I  have 
your  assurance  that  you  are  .committed,  as  I  am,  to  bringing 
this  vitally  iaqportant  law  enforcement  initiative  to  a 
successful  completion? 

ANSWER:  I  am  committed  to  bringing  this  vitally  important 
law  enforcement  initiative  to  a  successful  completion.  The 
FBI  is  currently  providing  monthly  status  reports  to  your 
office  concerning  the  Revitalization  and  Relocation  Project. 
We  will  continue  to  keep  you  and  your  staff  updated  regard¬ 
ing  the  progress  of  the  revitalization/relocation  efforts 
through  these  monthly  status  reports. 

The  following  provides  a  status  regarding  the  Integrated 
Automated  Fingerprint  Identification  System  (lAFIS)  effort 
and  construction  in  West  Virginia: 

lAFIS  Status 

The  lAFIS  project  is  the  development  and  implementation  of 
the  most  technologically  advanced,  large-scale  criminal 
justice  information  services  system.  This  is  a  system  that 
is  based  on  image  capture,  storage  and  retrieval.  The  key 
concept  is  the  electronic  submission  of  fingerprint  images, 
rapid  search,  identification,  and  response  while  an  offender 
is  still  in  custody.  The  lAFIS  is  to  be  fully  operational 
in  the  first  quarter  of  calendar  year  1998.  The  following 
provides  a  status  of  the  major  lAFIS  acquisitions: 

^  Automated  Fingerprint  Identification  Syetem  (AFI8)  -  AFIS 
provides  automated  fingerprint  comparisons  and  identifies 
candidates  for  human  use  in  the  identification  of  criminals. 
The  AFIS  Request  for  Proposal  (RFP)  was  released  in  July 
1993.  This  marks  the  beginning  of  the  bidders'  open 
competition  in  which  they  will  develop  and  present  their 
conceptual  designs  and  engineering  approaches.  Multiple 
contracts  will  be  awarded  in  May  1994  to  demonstrate 
critical  AFIS  features  and  provide  simulation  modeling  that 
predicts  full-scale  operational  capabilities.  A  single 
contractor  will  be  selected  in  October  1995.  Initial 
operating  capability  of  the  AFIS  will  be  achieved  in  the 
first  quarter  of  calendar  year  1998. 

4  Identification  Tasking  and  Networking  <ITN}  -  ITN  is  the 
segment  that  supports  the  submission  of  electronic  finger¬ 
print  images  or  mailed  fingerprint  cards  for  identification 
purposes.  It  also  provides  the  working  environment  for  our 
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fingerprint  examinere.  The  ITN  RFP  was  released  in  April 
1993,  and  the  contract  was  awarded  in  April  1994.  Initial 
operating  capability  of  the  ITN  will  be  achieved  34  months 
after  the  contract  award. 

♦  Interstate  Identification  Index  (III)  -  III  is  the 
national  system  for  the  exchange  of  criminal  history  records 
and  will  support  the  Implementation  of  the  National  Finger¬ 
print  File.  The  III  RFP  was  released  in  September  1993  and 
the  contract  is  anticipated  to  be  awarded  in  August  1994. 
Initial  operating  capability  of  the  III  will  be  achieved  29 
months  after  the  contract  award. 

^  Fingerprint  Image  Conversion  Operation  (PICO)  -  This 
project  represents  the  conversion  of  approximately  32 
million  cards  to  electronic  images  for  AFIS  and  ITN  use. 
The  FICO  RFP  was  released  in  December  1993,  and  the  contract 
is  planned  to  be  awarded  in  August  1994.  The  conversion 
operation  is  to  commence  in  January  1995,  with  all  of  the 
digital  images  available  in  October  1996. 

♦  lAPIS  Support  Contracts  -  The  FBI  has  established  agree¬ 
ments  with  the  General  Services  Administration  and  other 
consulting  organizations  to  provide  acquisition,  programmat¬ 
ic,  auditing  and  engineering  support  services.  In  addition, 
during  1993,  the  FBI  released  RFPs  for  the  systems  integra¬ 
tion  and  the  Independent,  Verification,  Validation  and 
Testing  (IW&T)  contracts.  The  systems  integration  contract 
was  awarded  in  February  1994,  and  the  IW&T  contract  is 
awaiting  official  approval  by  the  Small  Business  Administra¬ 
tion. 


CQngtruction  Status 

In  January  1991,  the  FBI  purchased  986  acres  of  land  in 
Clar)csburg,  West  Virginia,  at  a  cost  of  $3.5  million  on 
which  to  construct  a  new  state-of-the-art  facility  to  house 
the  FBI's  Criminal  Justice  Information  Services  Division. 
Construction  of  the  new  facility  has  been  divided  into  five 
bid  pac)cage8/contracts .  Overall,  the  construction  project 
is  approximately  50  percent  complete  and  on  schedule  for 
completion  in  May  1995.  The  following  provides  a  status 
regarding  each  of  the  five  bid  pac)cages: 

4  Bid  Pao)cag0  1  -  The  contract  for  Bid  Package  1,  the  site 
preparation  activities,  has  been  completed.  Those  activi¬ 
ties  included  the  installation  of  roads  and  site  utility 
lines  (water,  sewer  and  electric) . 

4  Bid  Package  2  -  The  contract  for  Bid  Package  2,  the 
construction  of  the  foundations  and  structural  steel  of  the 
Main  Building  and  Computer  Center,  has  been  completed. 

4  Bid  Package  3  -  The  contract  for  Bid  Package  3,  the 
construction  of  the  Service  Center,  has  been  completed.  The 
Service  Center  will  house  the  shipping  and  receiving 
functions  and  the  facilities  management  staff  for  the  new 
facility. 
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♦  Bid  Paokag#  4  -  The  contiact  for  Bid  Package  4,  the 
completion  of  the  Main  Building  and  computer  Center  and  the 
construction  of  the  Central  Utilities  Plant,  was  awarded  in 
June  1992  and  is  on  schedule  for  completion  in  May  1995. 

♦  Bid  Package  5  -  The  contract  for  Bid  Package  5,  the 
construction  of  the  Child  Development  Center,  was  sent  out 
for  bids  in  March  1994.  The  contract  is  to  be  awarded  in 
May  1994,  with  completion  scheduled  for  March  1995. 

QUXSTIOMi  Attorney  General  Reno,  the  fiacal  year  1992 
CoxBmerce,  Justice,  State  Appropriations  Act  included  $1.5 
million  for  the  establishment  of  a  program  office  outside  of 
the  Identification  Division  for  the  revitalization  of  the 
Division.  What  is  its  status  and  structure  of  this  program 
office? 

ANSWER:  In  1992,  the  FBI  received  10  support  positions,  10 
workyears,  and  $1.5  million  to  create  a  program  office  for 
the  revitalization  of  the  Identification  Division.  To 
satisfy  the  congressional  mandate  to  create  this  program 
office  to  oversee  the  development  of  the  Integrated  Automat¬ 
ed  Fingerprint  Identification  System  (lAFIS),  the  FBI 
established  the  Criminal  Justice  Information  Services  (CJIS) 
Division. 

This  CJIS  Division  was  created  to  provide  the  FBI  with  the 
management  structure  needed  to  support  the  identification 
and  information  services  provided  to  the  law  enforcement  and 
criminal  justice  community.  Key  CJIS  Division  management 
personnel  have  been  selected  to  oversee  the  development  of 
the  lAFIS  project  to  provide  independent  oversight  to  the 
lAFIS. 

QUESTION I  Attorney  General  Reno,  is  the  Department  of 
Justice  moving  forward  on  the  FBI 'a  recommendation  to 
relocate  the  National  Crime  Information  Center  (NCIC)  and 
the  Uniform  Crime  Reporting  (UCR)  functions  of  the  newly 
created  Criminal  Justice  Information  Services  (CJIS) 
Division  from  FBI  Headquarters  to  Clarksburg?  This  final 
action  to  relocate  these  co]iq>onents  to  West  Virginia  was 
held  in  abeyance  pending  review  by  the  newly- appointed  FBI 
Director.  I  am  told  that  the  new  Director  reviewed  the 
matter  and  supports  the  relocation  because  of  the  economics 
that  would  accrue  due  to  the  in^roved  planning,  direction, 
cohesiveness,  decision-siaking,  lower  overhead  and  increased 
opportunities  for  employee  cross-training.  Has  the  Depart¬ 
ment  of  Justice  submitted  the  approval  of  this  relocation  to 
the  Office  of  Management  and  Budget  with  a  request  for 
transsdttal  to  Congress? 

ANSWER:  Yes,  on  May  3,  1994,  the  Department  submitted  a 
formal  notification  of  this  relocation  to  the  Office  of 
Management  and  Budget  (0MB)  for  review.  On  May  17,  1994, 
0MB  approved  this  relocation.  Congressional  notification  is 
expected  shortly. 
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QUSSTIONi  Attorney  0«n«ral  R«no,  will  th«  Criminal  Juatica 
Information  Sarvioaa  {OJXfi;  Division  have  enough  contracting 
peraonnel  to  fulfill  CJI8  tranaitrlon  plana,  deaigned  to  meet 
development  and  production  achedulea  for  CJIS  implementation 
of  automated  data  pi‘oceaaing  equipment  contract  awarda  aind 
contract  modificaticna?  Pleaae  provide  for  the  record  the 
current  ataffing  Itivela  aaaigned  to  the  revitalization 
project.  Along  with  thia,  pleaae  provide  a  detailed  plan  on 
how  the  FBI  plana  to  accompliah  thia  ataffing. 

ANSWER;  I  believe  that  the  FBI  has  sufficient  contracting 
staff  to  meet  the  CJIS  revitalization  plans.  The  FBI 
maintains  a  centralized  contract  office  under  the  Finance 
Division  that  supports  all  FBI  acquisitions  and  procurement 
actions.  The  Finance  Division  has  24  contracting  offices 
assigned  to  this  centralized  staff.  Of  this  number,  12  are 
supporting  the  CJIS  revitalization  effort  -  4  on  an  exclu¬ 
sive  basis,  6  over  50  percent  of  their  time,  and  2  over  25 
percent.  This  staff  is  further  augmented  by  9  FBI  procure¬ 
ment  specialists  who  spend  a  portion  of  their  time  also 
supporting  the  revitalization  effort  by  implementing 
numerous  interagency  agreements,  as  well  as  conducting  GSA 
schedule  buys  and  undertaking  a  myriad  of  procurement  using 
small  purchase  procedures. 

The  FBI  is  also  in  the  process  of  hiring  5  more  contract 
specialists  who  will  be  on  board  prior  to  the  implementation 
of  the  planned  lAFIS  acquisitions.  All  of  these  resources 
consist  of  experienced  contracting  personnel  and  provide 
complete  coverage  for  all  the  present  and  future  contract 
actions.  Back-up  personnel  have  also  been  trained  to  ensure 
no  degradation  of  service  to  this  effort  because  of  any 
unforeseen  circumstances  affecting  the  current  contract 
specialist . 

In  addition,  the  FBI  has  established  interagency  agreements 
with  the  General  Services  Administration  (GSA) ,  Federal 
Computer  Acquisition  Center  and  Federal  Systems  Integration 
Management  Center.  These  organizations  are  providing 
acquisition-related  services  in  support  of  the  lAFIS  effort. 

questions  Attorney  General  Reno,  I  am  told  that  the  new 
CJIS  facility  being  constructed  at  Clarksburg  is  on  time  and 
under  budget.  How  would  you  characterize  the  automation 
project,  including  the  development  of  the  prototype? 

ANSWER:  The  Integrated  Automated  Fingerprint  Information 
System  (lAPIS)  segment  contract  award  milestones  have 
experienced  slips  due  primarily  to  more  bidders  responding 
to  the  Request  for  Proposals  released  for  each  segment  of 
the  lAFIS  project  than  had  been  anticipated.  This,  in  turn, 
resulted  in  more  questions  being  asked  concerning  the 
development  of  each  segment  of  the  lAFIS  project  than  was 
originally  anticipated. 

The  lAFIS  segment  initial  operating  capability  (IOC)  dates 
are  each  a  certain  number  of  months  after  the  contract  is 
awarded.  As  a  result,  the  IOC  dates  have  been  revised  based 
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upon  the  new  projected  contract  award  dates.  The  lAFIS 
project,  including  the  Interstate  Identification  Index,  the 
Identification  Tasking  and  Networking,  and  the  Automated 
Fingerprint  Identification  System,  is  to  be  fully  operation¬ 
al  in  the  first  quarter  of  calendar  year  1998.  The  FBI  has 
completed  the  development  of  the  Identification  Tasking  and 
Networking  prototype. 

Status  Qt  Sscklgy  PrigQii,F:&gllity 

QUESTION  t  I  am  told  that  the  construction  of  the  new 
Federal  prison  at  Beckley,  West  Virginia,  is  progressing 
well.  Do  you  foresee  any  problems  with  this  project, 
including  the  ability  of  the  Bureau  of  Prisons  to  staff  the 
facility  when  it  is  completed  in  the  spring  of  1995.  What 
levels  of  staffing  are  contemplated  at  the  Beckley  facility 
in  fiscal  year  19957 

ANSWER:  The  construction  of  the  new  Federal  prison  at 
Beckley,  West  Virginia  is  progressing  well  and  is  scheduled 
for  completion  in  the  spring  of  1995.  The  Bureau  of  Prisons 
foresees  no  construction  or  staffing  problems  at  the  facili¬ 
ty.  The  President's  1995  request  identifies  a  staffing 
level  of  491  positions  for  Beckley. 


QUESTIONS  SUBMITTED  BY  SENATOR  J.  ROBERT  KERREY 

..gyrnfi  ■■  Pcogtam 

QUESTION!  The  President's  budget  recommends  termination  of 
the  Edward  Byrne  formula  grant  and  expansion  of  the  Byrne 
discretionary  grant.  I  am  very  concerned  about  the  effect 
of  such  a  change  on  the  State  of  Nebraska. 

The  grant  requires  the  State  to  develop  a  statewide  criminal 
justice  plan.  This  has  been  very  useful  for  Nebraska  in 
identifying  problems,  needs,  and  establishing  funding 
priorities.  Federal  funds  administered  through  a  formula 
grant,  like  Byrne,  ensure  that  States  like  Nebraska  receive 
a  fair  share  of  available  funds  and  allow  States  flexibility 
to  address  their  specific  needs.  If  these  monies  are 
distributed  through  discretionary  programs,  the  chance  of 
comsiunities  such  as  Lexington,  Kearney,  Norfolk,  and 
Scottsbiuff  receiving  badly  needed  funds  will  be  remote. 

This  grant  has  been  so  successful  that  State  and  local 
jurisdictions  have  contributed  significant  resources,  such 
as  existing  manpower,  equipment,  and  training,  beyond  the 
required  25  percent  cash  siatch  because  they  recognise  the 
importance  of  the  projects  in  addressing  drug  and  violent 
crime  problems. 

Prograsui  funded  with  the  Byrne  dollars  include  the  Drug 
Abuse  Resistance  Education  Program  (DARE) ;  youth  drug 
assessment,  education,  pre- treatment,  and  referral i  early 
treatment  intervention  of  adult  drug  of  fenders  i  a  program  to 
detect  and  apprehend  add  and  upper  level  drug  dealers;  the 
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Attorney  General Drug  Prosecution  Unit;  specialized 
training  for  law  enforceaent  officersi  a  study  of  Kebraska's 
indigent  defense  systen;  probation’s  multicultural  officer 
programi  and  the  State  and  local  multi  jurisdictional  task 
forces.  In  addition,  Nebraska,  over  the  last  two  years,  has 
been  focusing  efforts  to  counter  youth  violence.  Awards 
Mde  possible  through  the  Byrne  formula  grant  were  awarded 
to  four  communities  for  prograu  specifically  designed  to 
address  youth  and  violence.  Scotts  Bluff  County  received 
funds  to  establish  a  "reporting  center"  for  non-violent 
juvenile  offenders;  the  City  of  Blair  received  funds  for  a 
school  liaison  officer  program;  the  City  of  Omaha  received 
funds  for  a  program  to  recruit  law  enforcement  officers  as 
big^ brothers  and  big  sisters  for  youth  identified  as  "high 
risk";  and  the  City  of  Lincoln  received  funds  for  a  program 
that  identifies  "at  risk"  youth  to  participate  in  structured 
sessions  facilitated  by  inmates. 

If  the  Byrne  formula  grant  funds  are  terminated,  these 
programs  will  either  be  significantly  reduced  or  terminated 
because  current  State  and  local  budgets  are  not  and  have  not 
been  sufficient  to  sustain  them. 

Hhat  is  the  rationale  behind  elimination  of  this  formula 
grant?  What  assurances  can  you  give  that  communities  in 
smaller  States,  like  Nebraska,  will  be  given  their  fair 
share  of  Federal  assistance  for  crime  prevention  activities? 

ANSWER:  As  a  result  of  the  many  concerns  expressed  about 
the  loss  of  funding  for  multi jurisdictional  task  forces,  the 
Administration  has  reassessed  its  previous  position  on 
elimination  of  the  Byrne  formula  grant  program.  The 
President’s  budget  request  will  be  amended  to  include  $125 
million  for  Byrne  formula  grants,  in  order  to  provide 
continued  funding  for  the  task  force  activity  at  approxi¬ 
mately  the  1993  level  of  support.  States  will  also  have  the 
flexibility  to  spend  the  restored  funding  on  any  of  the 
other  21  purpose  areas. 

The  Department's  1995  $2.4  billion  budget  request  for  the 
Crime  Control  Fund  includes  $2.1  billion  for  State  and  local 
assistance,  which  combined  with  the  request  for  Juvenile 
Justice,  the  Edward  Byrne  program,  and  the  Asset  Forfeiture 
Fund  represents  an  overall  325  percent  increase  for  State 
and  local  criminal  justice  assistance.  The  Department  is 
requesting  funding  for  an  array  of  new  initiatives  such  as 
$1.72  billion  for  the  proposed  community  policing  program, 
$100  million  for  criminal  records  upgrading,  $300  million 
for  a  new  border  security  and  illegal  immigration  initia¬ 
tive,  and  $303  million  for  innovations  such  as  drug  courts, 
drug  treatment  and  boot  camps.  Although  the  distribution  of 
these  resources  by  State  will  depend  largely  on  the  passage 
of  the  Crime  Bill  and  the  individual  needs  of  localities,  it 
is  expected  that  the  States'  share  of  the  new  funding  will 
significantly  exceed  what  is  now  provided.  For  example, 
under  the  Cops  on  the  Beat  Program,  both  the  House  and 
Senate  versions  of  the  Crime  Bill  provide  for  a  minimum  fund 
allocation  to  each  State.  The  Senate  bill  calls  for  a 
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minimum  allocation  of  0.6  percent  of  the  appropriated 
amount,  while  the  House  bill  stipulates  a  minimum  of  0.25 
percent  of  the  amount  available. 

QUBSTIOHt  Nebraska  has  funded  multi jurisdictional  task 
forces  which  cover  80  of  the  93  counties  across  the  State. 
Qi*  the  nine  task  forces,  seven  are  funded  through  the  Edward 
Byrne  formula  grant.  Previously,  it  was  not  uncommon  to 
have  law  en^T^c^^nt  agencies  within  the  same  county  not 
speaking  to  each  other.  The  Edward  Byrne  formula  grant 
enhanced  the  coordination  and  cooperation  among  law  enforce- 
i|pitt  agencies.  Due  to  the  development  of  task  forces, 
^Coordination  of  investigations,  cooperation  and  the  sharing 
of  intelligence  inforsiation  has  been  outstanding  both  at  the 
regional  level  as  wall  as  statewide.  A  significant  number 
of  cases  have  led  to  other  States  thus  enhancing  cooperative 
efforts  between  States.  In  1992,  there  were  4,633  arrests 
for  drug  offenses  and  941  convictions  for  drug  offenses. 
Can  Nebraska  be  assured  of  support  from  the  Department  of 
Justice  to  keep  these  task  forces  in  operation? 

ANSWER:  The  Department  is  aware  of  the  adverse  consequences 
that  may  occur  as  a  result  of  the  abrupt  termination  of 

funding  for  the  Byrne  formula  grant  program.  Therefore,  the 

Administration  has  reassessed  its  previous  position  on 
elimination  of  the  Byrne  formula  grant  program.  The 

President's  budget  request  will  be  amended  to  include  $125 
million  for  Byrne  formula  grants,  in  order  to  provide 
continued  funding  for  the  task  force  activity  at  approxi¬ 
mately  the  1993  level  of  support.  States  will  also  have  the 
"  flexibility  to  spend  the  restored  funding  on  any  of  the 
other  21  purpose  areas. 

In^^departmental  Violence  Initiative 

QUESTION t  The  State  of  Nebraska  is  one  of  four  areas 

currently  participating  in  the  Interdepartmental  Violence 
Initiative  run  by  the  Department  of  Justice.  Development  of 
a  conqprehensive  strategy  to  reduce  crime  and  violence  at  the 
local  level,  which  is  one  of  the  goals  of  this  project,  is 
often  hankered  by  a  lack  of  coordination  at  the  Federal 
level.  What  plans  are  in  place  to  train  Federal  agency 
employees  so  that  they  understand  not  only  those  grants  and 
programs  available  through  their  agency  but  also  related 
grants  and  programs  available  through  other  agencies?  Do 
you  foresee  efforts  to  consolidate  related  grants  and 
programs  within  one  agency  in  an  effort  to  improve  organiza¬ 
tion  to  achieve  a  more  effective  continuum  of  support  for 
youth? 

ANSWER:  Project  PACT  (Pulling  America's  Communities 

Together)  is  a  demonstration  element  of  the  Interdepartmen¬ 
tal  Violence  Initiative.  To  date,  this  demonstration  has 
been  staffed  by  only  Department  of  Justice  employees,  all 
from  the  various  components  of  the  Office  of  Justice 
Programs.  A  formeil  training  program  is  underway  to  cross- 
train  those  employees  concerning  all  of  the  ongoing  programs 
of  the  Department  of  Justice.  We  have  begun  exploratory 
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diacusalon  of  interagency  cross-training  with  other  Depart¬ 
ments  (Education,  Housing  and  Urban  Development,  Health  and 
Human  Services,  and  Labor)  but  have  not  reached  any  formal 
agreements  with  other  agencies  on  how  this  will  be  under¬ 
taken. 

At  present  we  have  not  explored  consolidated  grants  as  an 
option  under  Project  PACT.  It  is  possible  that  such  an 
arrangement  will  be  desirable  in  the  future  but  at  this 
stage  of  the  development  of  individual  anti -violence 
strategies  we  believe  it  is  premature  to  discuss  funding 
arrangements.  Once  the  jurisdictions  have  settled  on  an 
anti-violence  strategy  appropriate  to  their  jurisdictions, 
we  will  actively  explore  all  possible  funding  mechanisms, 
including  joint  funding. 

CwrdinatiQn  InLfirdi.ctign  gurYgiUangg-£ffc>r.tg 

QUESTION t  A  continuing  problaa  contributing  to  the  increase 
in  drugs  in  Nebraska  is  the  drug  trafficking  network  that 
passes  through  the  State  along  Interstate  80.  The  State 
Patrol  set  a  drug  enforcement  record  last  year  by  seising 
$28.8  siillion  in  narcotics  and  $1.2  adllion  in  cash  and 
making  1,027  related  arrests.  Interstate  80  remains  a  route 
of  choice  not  only  because  the  rural  nature  of  the  State 
gives  drug  traffickers  the  perception  they  will  not  be 
detected,  but  also  becauee  the  surrounding  States  do  not 
have  aggressive  interdiction  programs.  How  can  the  Drug 
Enforcement  Administration  (DSA)  help  coordinate  interdic¬ 
tion  and  surveillance  efforts  between  States? 

ANSWER;  DBA  Operates  a  cooperative  interdiction  program 
involving  numerous  State  police  or  highway  patrol  organiza¬ 
tions.  Operation  Pipeline  was  initiated  as  a  way  to 
incorporate  uniformed  highway  patrol  officers  into  DEA's 
domestic  interdiction  efforts  via  the  identification  and 
arrest  of  large-scale  drug  traffickers  who  use  interstate 
highways  to  transport  drugs  across  the  country. 

Using  experienced  patrol  officers  as  instructors,  DEA 
trained  7,332  officers  in  1993  in  the  detection  and  appre¬ 
hension  of  drug  suspects.  Once  the  drugs  are  discovered  by 
a  State  trooper  and  turned  over  to  DEA,  DEA  executes  a 
"controlled  delivery" - -wherein  the  drugs  are  delivered  to 
the  intended  customer  in  order  to  arrest  both  courier  and 
recipient.  Often,  the  customer  is  in  a  different  State  and 
coordination  is  required  between  the  State  police  organiza¬ 
tions.  In  addition,  all  of  the  information  from  these 
highway  interdictions  and  controlled  deliveries  is  entered 
into  the  drug  intelligence  database  at  the  El  Paso  Intelli¬ 
gence  Center  (EPIC) .  Police  officers  across  the  country 
have  access  to  this  information  which  aids  in  the  coordina¬ 
tion  of  drug  investigations  across  State  lines. 

Nebraska  has  only  recently  become  an  active  participant  in 
drug  interdiction  as  a  result  of  Operation  Pipeline  train¬ 
ing.  Since  Nebraska's  participation.  Interstate  80  has  been 
identified  as  one  of  the  most  active  drug  trafficking  routes 


between  the  source  of  drugs  in  California  and  the  consumers 
in  New  York.  Nebraska's  neighboring  States  of  Colorado, 
Iowa,  and  Missouri  also  have  fully  operational  interdiction 
programs  --  including  interdiction  training  through  Opera-, 
tion  Pipeline. 


Viglgngg 

QUESTION t  Nebraska  recently  lost  two  rural  law  enforcement 
officers  who  were  shot  and  killed  after  responding  to 
domestic  violence  calls  in  separate  incidents.  It  is  clear 
that  domestic  violence  has  as  much  of  an  effect  on  law 
enforcement  as  it  does  on  social  and  youth  service  systems. 
Do  you  see  a  role  for  the  Federal  Government  to  play  in 
helping  States  boost  collaboration  between  social  services, 
health,  and  law  enforcement  in  addressing  domestic  violence? 

ANSWER:  Yes.  The  crime  bills  that  have  been  passed  by  the 
Houses  of  Congress  contemplate  substantial  increases  in 
Federal  support  for  State  and  local  efforts  against  domestic 
violence,  through  new  funding  programs  and  increased 
authorizations  for  existing  programs,  which  will  be  adminis¬ 
tered  by  the  Department  of  Justice  and  the  Department  of 
Health  and  Human  Services.  Some  of  the  programs  expressly 
provide  for  integrated  approaches  involving  coordinated 
efforts  of  law  enforcement  and  social  services  agencies.  In 
general,  I  would  expect  to  promote  such  integrated  approach¬ 
es  in  the  administration  of  the  programs  for  which  I  will  be 
responsible,  and  to  work  closely  with  the  Department  of 
Health  and  Human  Services  to  ensure  coordination  with 
related  areas  of  social  services  and  health  funding. 

Polics.  Hiring  Supplement 

QUESTION:  Grant  awards  made  during  the  first  and  second 
funding  rounds  for  the  Police  Hiring  Supplement  Program 
suggest  that  smaller  communities  and  States  have  dii!ficulty 
obtaining  these  grants.  How  are  applications  from  smaller 
States  analyzed  under  this  grant?  How  many  rural  communi¬ 
ties  and  States  received  funding  under  this  program  during 
the  first  and  second  funding  rounds?  Please  identify  the 
communities  and  their  population  for  the  record. 

ANSWER;  The  Police  Hiring  Supplement,  signed  into  law  by 
President  Clinton  on  July  2,  1993,  is  a  $150  million 
competitive  grant  program  in  which  local  law  enforcement 
agencies  nationwide  can  apply  for  funds  to  hire  police 
officers  and  implement  community  policing.  The  program  is 
designed  to  benefit  large  and  small  departments.  Fifty 
percent  of  the  program's  total  funds  ($75  million)  will  be 
awarded  to  law  enforcement  agencies  serving  populations  of 
150,000  or  more.  The  remaining  $75  million  will  go  to 
smaller  jurisdictions  of  less  than  150,000  population. 

Each  application  is  carefully  reviewed  and  scored  by  career 
criminal  justice  professionals  in  the  Office  of  Justice 
Programs  using  a  standard  and  fair  process.  Reviewers  score 


each  application  according  to  the  following  Selection 
Criteria; 

•  Public  Safety  Need  (40%) .  Applicants  must  demonstrate  a 

clear  need  for  additional  sworn  law  enforcement  officers 
based  on  public  safety  and/or  economic  factors.  Impor¬ 
tant  factors  include:  the  crime  index,  unemployment, 

ratio  of  officers  to  residents,  and  significant  trends  or 
events  affecting  public  safety  or  the  local  economy. 

•  Community  Policing  Strategy  (30%) .  Applicants  must 
specify  how  they  will  address  their  crime  and  related 
problems  through  community  policing. 

•  Implementation  Plan  (10%) .  Applicants  must  specify  how 
program  funds  will  be  used  to  deploy  additional  sworn 
police  for  community  policing  activities. 

•  Continuation  and  Retention  Plan  (10%) .  Applicants  must 
describe  how  they  intend  to  continue  the  project  and 
retain  the  additional  officers  after  the  grant  concludes. 

•  Additional  Resource  Commitments  (10%)  .  Applicants  must 
describe  non-program  resources  that  will  be  provided  from 
other  organizations  in  support  of  the  project. 

The  Department  of  Justice  will  also  consider  geographic  or 
other  factors  to  ensure  an  equitable  distribution  of  grants. 

The  Department  received  1,088  applications  in  the  first 
round,  which  ended  in  mid-October,  an  additional  534 
applications  in  round  two,  which  ended  November  1,  and  over 
1,100  applications  by  December  1,  the  final  deadline,  for  a 
total  of  more  than  2,700  applications.  Applications  were 
received  from  every  State,  and  several  territories. 

To  date,  250  jurisdictions,  located  in  50  States,  have  been 
awarded  $149,930,333  of  Police  Hiring  Supplement  funds, 
which  will  result  in  the  addition  of  2,023  new  police 
officers  on  America's  streets.  These  jurisdictions  include 
233  police  departments,  13  sheriffs'  departments,  two  Indian 
tribes,  one  transit  authority,  and  one  consortium  of  law 
enforcement  agencies.  Forty- five  awards  were  made  to  juris¬ 
dictions  with  populations  of  150,000  or  above.  These  awards 
Include  two  $4  million  grants  to  the  Cities  of  Chicago  and 
Los  Angeles,  a  $3  million  grant  to  the  City  of  San  Antonio, 
and  awards  ranging  from  $1  million  to  $2.1  million  to  37 
cities,  four  counties,  one  State  and  one  transit  authority. 
Two  hundred  and  five  awards  were  made  to  jurisdictions  with 
populations  of  less  than  150,000.  These  included  22  grants 
to  jurisdictions  with  populations  of  100,000  to  150,000;  48 
to  jurisdictions  of  50,000  to  99,999;  45  to  jurisdictions 
between  25,000  and  49,999;  and  90  to  jurisdictions  of  under 
25,000. 

A  listing  titled  Police  Hiring  SuDPlement_ Program  Rounds 
One .  TwqT  and  Three  Awards  is  provided,  which  lists  all 
awards  made  to  date  and  the  grantee  jurisdiction's  popula¬ 
tion. 
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POLICE  HIRING  SUPPLEMENT  PROGRAM 
ROUNDS  ONE,  TWO,  AND  THREE  AWARDS 


391 


392 


398 


894 


395 


396 


STATE 

AWAltb  REClPlENt 

ROUND 

nCDERAL 

AMOUNT 

AWARDED 

OPPICERS 

FUNDED 

POPULATION 

WV 

BECKLBY  POUCE 

3 

$161,017 

3 

18,296 

WV 

CHARLESTON  POUCE 

J 

$76:,97l 

12 

57,991 

WV 

MARnNSBURO  POUCE 

BB 

$190,214 

3 

14,217 

Wl 

BELOIT  POUCE 

mm 

$450,000 

6 

35,573 

Wl 

FOND  DU  LAC  POUCE 

3 

$139,791 

2 

37.755 

wr 

TOWN  OF  MADISON  POLICE 

3 

$150,000 

2 

6,544 

Wl 

MILWAUKIE  POUCE 

3 

13 

628,088 

Wl 

OSHKOSH  POLICE 

3 

$225,000 

3 

55,006 

Wl 

SOUTH  MILWAUKEE  POLICE 

2 

14,581 

1 

20,958 

WY 

CASPER  POUCE 

2 

$450,000 

6 

46,742 

SUMMARY  OF  ROUNDS  ONE,  TWO,  AND  THREE  AWARDS 


NUMBER  OF  STATES  WITH 

AWARD  RECIPIENTS 

CUMULATIVE 

AMOUNT 

AWARDED 

OFFICERS 

FUNDED 

NUMBER  OF 
AWARDS 

50 

$149,930,333 

2,023 

250 

NOTE:  Shaded  award  recipients  have  populations^  150,000. 


QUESTIONS  SUBMITTED  BY  SENATOR  PETE  V.  DOMENICI 

Law  Enforcement  Grants  to  States 

QUESTION:  The  1995  Budget  proposes  the  termination  of  the 
Byrne  Anti-Drug  Abuse  formula  grants  program,  funded  at  $358 
million  in  1994,  that  benefits  State  and  local  law  enforce¬ 
ment  agencies.  At  the  same  time,  the  Administration  is 
proposing  to  increase,  from  $50  million  to  $100  million,  the 
funding  available  in  discretionary  grants  which  would  be 
under  the  control  of  the  Justice  Department. 

The  formula  grant  funds  are  used  by  States  for  a  variety  of 
law  enforcement  purposes.  over  950  tasA  forces  and  drug 
units  have  been  established  or  expanded  throughout  the 
country  through  the  use  of  formula  grant  funds. 

In  New  Mexico,  ll  multi- jurisdictional  law  enforcement  tasic 
forces  are  funded  through  this  program.  These  task  forces 
integrate  Federal,  State,  and  local  law  enforcement  agencies 
and  prosecutors  in  attacking  drug  crime  in  the  State. 

In  addition.  New  Mexico  has  used  these  funds  to  establish  23 
'*Drug  Abuse  Resistance  Education*'  programs,  or  "DARE".  In 
this  program.  State  and  local  police  officers  are  trained  to 
instruct  grade  school  students  about  the  dangers  of  drug 
abuse. 

Mew  Mexico  also  uses  the  funds  provided  through  the  grant 
program  to  help  fund  a  court  improvement  program;  to  provide 


tr«mta«iit  for  <lrug  offondors;  and  anhanoa  proaaoutloa 
af forts. 

Why  is  this  provan  prograa  baing  tarainatad? 

ANSWER:  In  general,  I  believe  that  the  Department's 
request,  which  increases  aid  to  State  and  local  law  enforce¬ 
ment  agencies  by  $1.8  billion,  a  300-percent  increase,  will 
more  than  offset  the  loss  of  programs  funded  through  the 
Byrne  grants.  At  the  same  time,  I  recognize  that  one  major 
problem  with  the  elimination  of  the  Byrne  formula  grants  may 
be  the  loss  of  funding  for  law  enforcement  officers  partici¬ 
pating  in  existing  MultHuriadiotional  Task  Forces.  In 
1993,  it  is  estimated  that  $125  million  of  the  total  formula 
grant  funding  of  $358  million  was  used  to  support  task  force 
efforts . 

Therefore,  we  have  identified  $125  million  in  the  Adminis¬ 
tration's  1995  budget  request  that  can  be  used  in  order  to 
fund  them.  The  proposed  offsets  to  the  pending  request 
include:  a  $50  million  reduction  in  the  public  safety  and 
community  policing  grants  for  1995;  $50  million  from  the 
proposed  increase  for  funding  Byrne  discretionary  grants; 
and  $25  million  from  the  proposed  $69  million  increase  in 
funding  for  the  Office  of  Juvenile  Justice  and  Delinquency 
Prevention.  The  Administration  is  also  supporting  an 
amendment  to  the  crime  bill  to  make  the  Byrne  grant  program 
eligible  for  funding  from  the  Crime  Control  Fund.  This  is 
necessary  to  permit  use  of  the  $50  million  offset  from  the 
policing  grants  for  Byrne  grant  funding. 

It  is  also  possible  that  the  $125  million  could  be  provided 
from  the  $303  million  in  requested  Crime  Control  Funds, 
However,  given  the  many  valuable  programs  authorized  in  the 
Crime  Bill,  it  would  be  difficult  to  support  full  restora¬ 
tion  of  the  Byrne  formula  grants  from  this  source. 

QUESTION:  If  the  program  is  being  terminated  to  save  funds, 
why  are  you  requesting  an  increase  of  $50  million  for  the 
discretionary  grants  program? 

ANSWER:  As  mentioned  previously,  the  Administration  is 
amending  its  initial  1995  request  for  the  Byrne  formula 
program  from  zero  funding  to  $125  million.  The  proposed 
offsets  for  these  funds  will  include  $50  million  from  the 
Crime  Control  Fund,  $25  million  from  the  increase  of  $69 
million  initially  requested  from  Juvenile  Justice,  and  $50 
million  from  the  proposed  increase  for  Byrne  discretionary 
grants.  Therefore,  the  amended  request  will  maintain  the 
discretionary  program  at  the  1994  level  of  $50  million. 

Model  Juvenile  Justice  Code 

QUESTION:  When  I  visited  my  State  in  February,  I  took  time 
to  visit  with  police  in  Albuquerque.  One  of  the  biggest 
problems  they  cited  as  an  obstacle  to  curbing  violent  crime 
are  the  outdated  juvenile  justice  provisions  of  State  and 
local  criminal  codes. 
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Criainal  lavs  affsoting  juvanilaa  vara  vrlttan  in  a  diffar- 
ant  ara«  inoraaaingly,  va  aaa  young  paopla  aotivaXy 
involvad  in  orininal  gangs.  Many  of  than  ara  vary  sophist!- 
oatad  about  tha  lav  as  it  af facts  than.  Albuquarqua  polioa 
told  na  of  Many  instanoas  vhara  arrested  offenders  simply ‘ 
laughed  in  their  faces ^  knoving  they  vill  be  on  tha  streets 
later  that  night. 

In  addition,  many  States  allov  for  juvenile  offenders  to 
have  their  crime  history  "vipad  clean*'  vhen  they  become 
adults.  Unfortunately,  lavs  that  vere  intended  to  give 
youth  a  second  chance  simply  allov  many  of  them  to  begin  a 
nav  round  of  violent  criminal  activity  vithout  the  burden  of 
a  criminal  history. 

While  it  might  not  be  reasonable  to  mandate  new  juvenile 
justice  codes  for  States  at  the  Federal  level,  it  may  be 
desirable  to  develop  a  modal  juvenile  justice  code  to  assist 
the  States.  I  knov  in  the  past  this  subcommittee  has  asked 
the  National  Institute  of  Justice,  which  is  funded  through 
the  Justice  Department,  to  develop  a  model  antistalking 
statue. 

Do  you  believe  it  would  be  desirable  for  congress  to 
commission  the  National  Institute  of  Justice,  or  some  other 
entity,  with  the  responsibility  to  develop  a  model  juvenile 
justice  code  that  reflects  the  reality  of  today's  crime 
environment? 

ANSWER:  I  believe  it  would  be  very  useful  to  develop  a 
model  juvenile  justice  code  to  assist  State  legislatures  in 
developing  appropriate  legal  system  responses  to  serious  and 
violent  juvenile  crime.  The  need  for  a  model  juvenile  code 
is  illustrated,  for  example,  by  the  information  that  our 
Office  of  Juvenile  Justice  and  Delinquency  Prevention 
(OJJDP)  recently  synthesized  on  "Transfer  of  Juveniles  to 
Criminal  Court".  This  publication  is  currently  in  the  draft 
stage  and  will  be  published  by  OJJDP  in  the  near  future.  It 
summarizes  the  States'  use  of  the  three  mechanisms  for 
transfer  of  juveniles  to  criminal  court:  judicial .  prosecur 
torial.  or  legislative  transfer.  In  any  given  State,  one, 
two,  or  all  three  transfer  mechanisms  may  be  in  place.  This 
information  suggests  that  the  States  are  taking  a  wide 
variety  of  approaches  to  the  transfer  issue,  often  without 
the  benefit  of  knowledge  of  their  relative  effectiveness  and 
impact  on  the  justice  system. 

Development  of  a  model  juvenile  code  should  be  a  coordinated 
effort  involving  key  players  in  the  juvenile  justice  field, 
including  legislators,  judges,  corrections  officials, 
police,  youth  service  agency  representatives,  and  others. 
Their  input  in  the  assessment  and  selection  of  approaches 
will  be  essential  to  use  of  the  product.  Therefore, 
resources  should  be  provided  to  involve  a  broad  range  of 
juvenile  justice  representatives. 

Model  juvenile  justice  code  activity  should  be  the  responsi¬ 
bility  of  our  Office  of  Juvenile  Justice  and  Delinquency 
Prevention  and  its  National  Institute  for  Juvenile  Justice 
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and  Delinquency  Prevention  (NIJJDP) .  Drafting  such  a  code 
would  tie  in  well  with  the  program  development  work  OJJDP  is 
currently  doing  on  its  Comprehensive  Strategy  for  Serious. 
Violent,  and  Chronic  Juvenile  Offenders  and  with  NIJJDP 's 
Standards  setting  responsibility.  Moreover,  the  Office  is 
currently  reviewing  many  State  legislative  proposals  for 
juvenile  justice  reforms. 

Juvenile  Justice  Grants 

QUESTION:  The  Justice  Department  la  requesting  an  increase 
of  $69.2  million  in  Juvenile  Justice  programs,  for  a  total 
of  $172.2  million  in  1995. 

Of  the  new  funds  being  requested,  $35  million  would  be  for 
a  new  "State  Challenge  Activities"  program,  as  authorized  by 
the  Juvenile  Justice  Act.  How  would  these  funds  be  used? 

ANSWER:  OJJDP  would  award  these  funds  to  the  States  to 

begin  implementation  of  the  "Challenge  Grant"  activities 
program.  This  new  program  was  established  as  Part  E  of 
Title  II  of  the  Juvenile  Justice  and  Delinquency  Prevention 
(JJDP)  Act  of  1974,  as  amended  by  1992  amendments  to  the 
Act.  The  $35  million  initially  requested  for  start-up  is 
one-half  of  the  amount  that  would  be  allocated  to  the  States 
under  the  Part  B  formula  grants  program  as  requested  in  the 
fiscal  year  199  5  budget.  However,  as  a  result  of  the 
proposed  budget  amendment  to  restore  $125  million  to  the 
Byrne  formula  grant  program,  the  Juvenile  Justice  request 
will  be  reduced  by  $25  million.  Of  that  amount,  $20  million 
would  come  from  the  State  Challenge  program  request,  thereby 
reducing  the  requested  amount  to  $15  million. 

Participation  in  the  State  Challenge  grant  program  is 
voluntary  on  the  part  of  the  States.  Each  State  is  eligible 
to  receive  up  to  10  percent  of  the  amount  of  the  State's 
formula  grants  program  allocation  for  each  challenge 
activity  that  the  State  agrees  to  undertake.  The  term 
"challenge  activity"  includes  the  following  ten  program 
purposes  set  forth  in  Section  285  (b) (2)  of  the  JJDP  Act: 

1.  Developing  and  adopting  policies  and  programs  to  provide 
basic  health,  mental  health,  and  appropriate  education 
services,  including  special  education,  for  youth  in  the 
juvenile  justice  system  as  specified  in  standards  devel¬ 
oped  by  the  National  Advisory  Committee  for  Juvenile 
Justice  and  Delinquency  Prevention  prior  to  October  12, 
1984. 

2.  Developing  and  adopting  policies  and  programs  to  provide 
access  to  counsel  for  all  juveniles  in  the  justice 
system  to  ensure  that  juveniles  consult  with  counsel 
before  waiving  the  right  to  counsel. 

3.  Increasing  community-based  alternatives  to  incarceration 
by  establishing  programs  (such  as  expanded  use  of 
probation,  mediation,  restitution,  community  service, 
treatment,  home  detention,  intensive  supervision,  and 
electronic  monitoring)  and  developing  and  adopting  a  set 
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of  objective  criteria  for  the  appropriate  placement  of 
juveniJes  in  detention  and  secure  confinement. 

4.  Developing  and  adopting  policies  and  programs  to  provide 
secure  settings  for  the  placement  of  violent  juvenile 
offenders  by  closing  down  traditional  training  schools 
and  replacing  them  with  secure  settings  with  capacities 
of  no  more  than  50  violent  juvenile  offenders  with 
ratios  of  staff  to  youth  great  enough  to  ensure  adequate 
supervision  and  treatment. 

5.  Developing  and  adopting  policies  to  prohibit  gender  bias 
in  placement  and  treatment  and  establishing  programs  to 
ensure  that  female  youth  have  access  to  the  full  range 
of  health  and  mental  liealth  services,  treatment  for 
physical  or  sexual  assault  and  abuse,  self  defense 
instruction,  education  in  parenting,  education  in 
general,  and  other  training  and  vocational  services. 

6.  Establishing  and  operating,  either  directly  or  by 
contract  or  arrangement  with  a  public  agency  or  other 
appropriate  private  nonprofit  organization  (other  than  an 
agency  or  organization  that  is  responsible  for  licensing 
or  certifying  out-of-home  care  services  for  youth) ,  a 
State  ombudsman  office  for  children,  youth,  and  families 
to  investigate  and  resolve  complaints  relating  to 
action,  inaction,  or  decisions  of  providers  of  out-of- 
home  care  to  children  and  youth  (including  secure 
detention  and  correctional  facilities,  residential  care 
facilities,  public  agencies,  and  social  service  agen¬ 
cies)  that  may  adversely  affect  the  health,  safety, 
welfare,  or  rights  of  resident  children  and  youth. 

7.  Developing  and  adopting  policies  and  programs  designed 
to  remove,  where  appropriate,  status  offenders  from  the 
jurisdiction  of  the  juvenile  court  to  prevent  the 
placement  in  secure  detention  facilities  or  secure 
correctional  facilities  of  juveniles  who  are  non¬ 
offenders  or  who  are  charged  with  or  who  have  committed 
offenses  that  would  not  be  criminal  if  committed  by  an 
adult. 

8.  Developing  and  adopting  policies  and  programs  designed 
to  serve  as  alternatives  to  suspension  and  expulsion 
from  school 

9.  Increasing  aftercare  services  for  juveniles  involved  in 
the  justice  system  by  establishing  programs  and  devel¬ 
oping  and  adopting  policies  to  provide  comprehensive 
health,  mental  health,  education,  and  vocational  servic¬ 
es  and  services  that  preserve  and  strengthen  the  fami¬ 
lies  of  such  juveniles. 

10.  Developing  and  adopting  policies  to  establish: 

a.  a  State  administrative  structure  to  coordinate 
program  and  fiscal  policies  for  children  who  have 
\  emotional  and  behavioral  problems  and  their  families 

among  the  major  child  serving  systems,  including 
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schools,  social  services,  health  services,  mental 
health  services,  and  the  juvenile  justice  system; 
and 

b.  a  statewide  case  review  system. 

QU8BTI0M:  The  request  also  includes  a  total  of  $30  million 
for  incentive  grants  for  local  delinquency  prevention 
programs.  My  understanding  is  that  eligible  activities 
include  services  to  children,  youth  and  families  including 
recreation,  tutoring  and  remedial  education,  work  skills, 
health  and  mental  health,  alcohol  and  substance  abuse 
prevention,  leadership  development,  and  accountability. 

Z  support  such  activities;  indeed,  I  sponsored  a  provision 
in  the  Senate  crime  bill  to  expand  after-school  recreation 
activities  for  youth. 

Are  you  familiar  with  my  proposal?  If  not,  could  you  review 
it  and  determine  whether  or  not  it  is  something  the  Adminis¬ 
tration  could  support? 

ANSWER:  I  support  prevention  activities,  including  after¬ 
school  programs  and  recreation  activities  for  youth  and 
their  families. 

I  am  familiar  with  and  support  your  efforts  to  develop 
meaningful  after-school  programs.  Such  new  programs,  which 
complement  other  after-school  and  recreation  programs,  can 
play  a  critical  role  in  renewed  community  efforts,  from  New 
York  to  New  Mexico,  to  prevent  youth  crime.  As  a  recent 
poll  sponsored  by  the  Children's  Defense  Fund  revealed,  the 
majority  of  parents  assert  that  recreation  and  other  after¬ 
school  programs  are  just  as  important  in  preventing  delin¬ 
quency  as  putting  more  police  officers  on  the  street. 

A  report  issued  by  the  Carnegie  Corporation,  ”A  Matter  of 
Time,"  also  highlights  the  need  for  after  school  and  recre¬ 
ation  programs.  "A  Matter  of  Time"  concludes  that  to  be 
fully  effective,  after-school  care  programs  for  adolescents 
must  address  a  range  of  needs.  I  would  hope  that  in 
addition  to  addressing  the  health  needs  and  physical  well¬ 
being  of  children  and  youth,  we  can  also  work  together  to 
address  their  need  to  develop  a  sense  of  social  competence, 
as  well  as  vocational  and  leadership  skills. 

I  look  forward  to  continuing  to  work  with  you  on  after¬ 
school  care  initiatives  and  delinquency  prevention  measures. 
Through  the  Coordinating  Council  on  Juvenile  Justice  and 
Delinquency  Prevention,  which  I  chair,  I  hope  to  forge 
collaborative  delinquency  prevention  efforts  with  the 
Departments  of  Health  and  Human  Services,  Housing  and  Urban 
Development,  Education,  Interior,  and  other  agencies.  Your 
leadership  and  guidance  will  prove  invaluable  in  these 
efforts. 
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Anti-Viotent  ^pitiative 

Question:  The  President  has  announced  a  new  **Natlonal  Anti- 
violent  Crime  Initiative**,  which  is  intended  to  strengthen 
the  partnership  between  State  and  local  law  enforcement 
officials  in  attacking  violent  crime.  In  an  executive 
summary  provided  to  the  committee,  the  Administration  notes 
that  ''violent  crime"  has  increased  41  percent  in  the  past 
ten  years"  and  that  "law  enforcement  professionals  attribute 
most  of  the  increase  in  violent  crime  to  the  growth  of  gang 
violence."  The  executive  summary  also  states  figures 
suggest  that  more  needs  to  be  done  to  keep  pace  with  this 
problem  on  both  a  Federal  and  state  level.  However,  the 
1995  budget  for  the  Department  of  Justice  proposes  personnel 
reductions  in  most  law  enforcement  agencies;  the  Federal 
Bureau  of  Investigation  (FBI)  would  lose  861  positions;  the 
Drug  Enforcement  Administration  (DBA)  would  lose  93  posi¬ 
tions;  the  United  States  Attorneys  would  lose  123  positions; 
the  Criminal  Division  would  lose  28  positions;  Organized 
Crime  Drug  Enforcement  would  lose  150  positions,  including 
22  in  the  DEA  and  80  in  the  FBI. 

How  will  this  strategy  be  implemented  if  law  enforcement 
agencies  are  being  cut  back?  How  much  in  funding  and 
personnel  will  be  committed  to  the  Anti-Violent  Crime 
Reduction  Initiative  in  fiscal  year  1995? 

ANSWER:  The  Administration's  Anti-Violent  Crime  Enforcement 
Initiative  involves  people  working  together,  sharing 
information,  and  developing  strategies  that  use  Federal  laws 
in  a  focused  way  to  support  and  assist  State  and  local 
governments  in  attacking  violent  crime.  Although  violence 
is  basically  a  local  problem  that  can  not  be  solved  by  using 
a  top-down  approach,  the  Federal  Government  can  help  by 
creating  working  partnerships  with  State  and  local  law 
enforcement  agencies.  By  using  resources  provided  in  the 
pending  crime  bill  to  increase  police  officers  on  the 
streets,  by  using  Federal  laws  such  as  the  armed  career 
criminal  statute  to  prosecute  offenders,  and  by  bringing 
into  play  Federal  expertise  in  areas  such  as  wiretaps,  the 
Federal  Government  can  help  support  State  and  local  law 
enforcement  agencies  in  fighting  violent  crime. 

Regarding  the  funding  needs  of  these  task  forces,  the  Vice 
President  clearly  stated  that  this  initiative  doesn't 
require  any  new  funding  as  such  funds  are  present  in  this 
year's  budget.  Requisite  is  a  commitment  to  more  effective 
use  of  current  resources;  a  commitment  that  we  will  pursue 
vigorously. 

Organized  Crime  Drug  Enforcement  Program 

QUESTION;  A  separate  appropriation  account  provides  funding 
to  a  variety  of  law  enforcement  agencies  and  bureaus, 
including  agencies  In  the  Treasury  Department,  for  organized 
crime  drug  enforcement  activities.  In  1994  the  Congress 
provided  $382.4  million  and  4,201  positions  for  this 
appropriation  account. 
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The  1995  r«quttat  for  Organlsod  Orino  Drug  Enforooaont  would 
dooroaso  by  $12.5  ■llllon  ana  150  positions.  Indaad, 
fimding  would  ba  $17.6  Billion  below  the  level  necessary  to 
Baintain  base  operations. 

What  is  the  rationale  for  this  reduction?  Of  the  150 
positions  to  be  eliainated,  how  Bany  will  be  law  enforcement 
agents,  and  in  which  law  enforcement  agencies? 

ANSWER:  The  program  changes  in  the  President's  budget  for 

the  Organized  Crime  Drug  Enforcement  Task  Force  (OCDETF) 
program  in  1995  reflect  savings  that  can  be  realized  in 
response  to  the  Administration's  efforts  to  streamline  the 
Federal  Government  and  do  more  with  less.  Even  with  these 
program  changes,  a  total  of  2,236  Federal  law  enforcement 
agents  will  be  funded  through  the  OCDETF  program,  which  is 
98  percent  of  the  current  year  authorized  agent  complement. 

A  total  of  56  law  enforcement  agents  are  included  among  the 
150  positions  that  will  no  longer  be  reimbursed  with  OCDETF 
funding.  The  56  agents  are  distributed  among  five  agencies 
as  follows: 

Drug  Enforcement  Administration  -  10  agents 
Federal  Bureau  of  Investigation  30  agents 
United  States  Customs  Service  -  5  agents 
Bureau  of  Alcohol,  Tobacco,  and  Firearms  3  agents 
Internal  Revenue  Service  -  8  agents 

QUESTION:  Can  the  President's  recently  announced  violent 

crime  initiative  be  implemented  if  this  reduction  is 
accepted  by  Ccngress?  What  is  the  relaticnship  between  the 
existing  organised  Crime  Drug  Enforcement  activities  of  the 
Justice  DepartBont  and  the  new  violent  crime  initiative? 
Will  there  be  ccordination  between  the  two  activities,  or 
will  they  be  separate? 

ANSWER:  The  task  forces  that  will  result  from  the  implemen¬ 
tation  of  the  President's  Violent  Crime  Initiative  should 
not  be  confused  with  any  existing  Federal  task  forces, 
including  OCDETF.  We  are  not  suggesting  the  creation  of  a 
new  entity  in  the  Federal  law  enforcement  community. 
Rather,  these  new  task  forces  will  represent  a  true  partner¬ 
ship  between  Federal  and  State  and  local  law  enforcement, 
characterized  by  the  sharing  of  information  and  expertise  in 
a  manner  that  will  be  of  mutual  benefit.  As  both  the  Vice 
President  and  I  have  indicated,  no  new  funding  is  required 
to  implement  this  concept.  Instead,  the  Federal  law 
enforcement  .  agencies  will  develop  or  enhance  methods  to 
ensure  that  any  and  all  benefits  that  can  be  derived  from 
ongoing  programs  will  be  made  available  to  all  participants. 

For  more  than  a  decade,  the  OCDETF  program  has  demonstrated 
that  this  concept  works,  and  works  well  with  respect  to  drug 
trafficking.  The  Administration's  desire  is  to  do  whatever 
is  possible  without  the  infusion  of  additional  Federal 
resources  to  apply  the  OCDETF  model  to  the  problem  of 
violent  crime. 
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general  Legal  Activities  —  Crlmln^i:  v.  Environmental. 

Civil .RlghtSi  and  Antltrwet 

QUBSTZOMt  Tli«  199S  budget  request  for  the  various  legal 
divisions  would  provide  for  program  increases  for  the  Land 
and  Natural  Resources  Division,  the  Civil  Rights  Division, 
and  the  Antitrust  Division.  The  Antitrust  Division  increase 
would  be  funded  through  an  increase  in  the  filing  fee  fcr 
Hart-8cott-*Rodino  premerger  notifications. 

However,  the  Criminal  Division  would  be  decreased  by  28 
positions  and  $2.4  million  from  the  1994  enacted  level. 
Does  this  mean  the  Administration  believes  criminal  litiga¬ 
tion  does  not  have  as  high  a  priority  as  enforcement 
activities  in  civil  rights,  natural  resources,  or  antitrust? 

What  is  the  rationale  for  decreasing  the  Criminal  Division 
in  light  of  the  continuing  problem  of  violent  crime  in  this 
country? 


Pivlsion 

Criminal 

1994  Enacted 

745  positions 
$77.9  mil. 

1995  Reouest 

717  positions 
$75.5  mil 

Difference 

-28 

-2.4  mil. 

Natural 

Resources 

419  positions 
53.4  mil. 

626  positions 
61.6  mil. 

+78 

+8.2  mil. 

Civil 

Rights 

508  positions 
55.6  mil. 

626  positions 
72.2  mil. 

+118 

+16.6  mil. 

Antitrust 

662  positions 
66.8  mi 1 . 

763  positions 
75.4  mil. 

+101 

+8.6  mil.  * 

* (Antitrust  program  levels  include  $20.8  million  in  fee 
income  in  1994  and  $33.5  million  in  fee  income  in  1995;  in 
1995,  most  of  fee  income  increase  is  due  to  statutory 
request  to  increase  the  premerger  filing  fee  from  $25,000  to 
$40,000.) 

ANSWER:  The  Criminal  Division  is  requesting  717  positions 
(390  attorneys  and  72  paralegals)  and  $75,541,000  for  fiscal 
year  1995.  Though  no  progran  enhancements  are  requested, 
the  Division  believes  that  national  criminal  enforcement 
priorities  can  be  met  with  these  resources.  The  Administra¬ 
tion  is  currently  reviewing  the  structure  of  the  Division  as 
to  realign  resources  into  national  priority  initiatives  such 
as  violent  crime,  child  exploitation,  and  health  care  fraud. 

In  fiscal  year  1994,  the  Division  received  a  transfer  of 
$2,235,000  to  meet  expenses  related  to  the  Banca  Nazionale 
del  Lavoro  (BNL)  Task  Force.  As  a  bookkeeping  measure,  the 
fiscal  year  1995  Budget  reflects  a  $2,235,000  decrease  to 
the  Division's  base  level  as  a  means  of  showing  that  this 
funding  is  not  available  to  the  Division  in  fiscal  year 
1995.  Excluding  the  BNL  funding,  the  Division  has  a  net 
mandatory  increase  of  $2,038,000  and  a  net  program  decrease 
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of  $2,206,000,  resulting  in  an  overall  decrease  of  $168,000 
—  an  almost  flat  budget  profile. 

The  program  decrease  is  really  a  combination  of  across-the- 
board  non-programmatio  reductions  that  affected  all  of  the 
Department's  litigating  divisions.  These  reductions 
included  decreases  associated  with  the  Administration's 
policy  to  reduce  the  Federal  workforce  and  reduce  the 
deficit,  reductions  associated  with  the  Administration's 
objective  to  reduce  administrative  costs,  and  absorption  of 
the  unfunded  locality  pay  increase  of  fiscal  year  1994. 
Again,  we  should  note  that  these  reductions  were  applied  to 
all  of  the  components  of  the  Department,  not  just  the 
Criminal  Division. 

Federal  Bureau  of  Investigation 

QUESTION:  The  budget  assumes  that  all  position  decreases 

will  occur  in  support  staff,  not  among  agents.  However,  no 
funds  are  requested  for  new  agent  classes,  and  the  FBI  is 
expected  to  lose  at  least  2  00  agents  In  1995  due  to  .retire¬ 
ments  and  resignations.  Will  these  agents  be  replaced? 
What  impact  will  the  loss  of  861  support  positions  have  on 
the  work  of  the  agents?  Can  you  assure  us  that,  at  some 
point  in  1995,  the  FBI  Director  will  not  propose  to  cut 
agents  rather  than  support  staff  in  order  to  meet  his 
personnel  ceiling? 

ANSWER:  It  is  estimated  that  100  agents  will  retire/resign 

from  the  FBI  during  the  remainder  of  1994.  With  this  target 
figure,  the  FBI  is  currently  processing  qualified  on-board 
support  employees  for  New  Agent's  Training  classes  that  are 
tentatively  scheduled  for  July,  August,  and  September  of 
this  year.  The  vacancies  may  also  be  filled  by  former 
special  agents  who  have  requested  reinstatement  in  the  FBI 
as  well  as  qualified  support  persons.  It  is  expected  that 
the  vacancies  which  occur  in  1995  will  be  filled  in  a 
similar  manner. 

The  reduction  of  support  positions  may  require  FBI  agents  to 
assume  some  routine  investigative  activities  that  are 
currently  being  performed  by  trained  non-agent  personnel, 
e.g.,  performing  criminal  arrest  record  and  credit  checks, 
taking  complaints  from  the  public,  monitoring  court-approved 
electronic  surveillance,  and  conducting  surveillance  of 
fixed  locations  and  suspects. 

As  a  result  of  a  hiring  freeze  which  began  in  May  1992,  the 
FBI  has  been  unable  to  replace  those  support  employees  who 
have  departed  as  a  result  of  retirement  or  resignation. 
Although  overall  attrition  has  been  low,  this  situation  is 
problematic  in  several  of  our  offices  located  in  cities  with 
a  high  cost  of  living  that,  even  prior  to  the  hiring  freeze, 
were  experiencing  difficulty  in  maintaining  an  adequate 
support  staff.  This  situation,  when  combined  with  the 
natural  progression  of  support  employees  to  more  senior 
positions,  has  produced  a  serious  shortage  of  entry-level 
employees  in  most  of  the  FBI's  field  offices  and  at  FBI 
Headquarters. 
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The  loss  of  funding  for  the  861  support  workyears  could 
result  in  the  need  for  the  FBI  Director  to  propose  a 
reduction  in  the  number  of  agents,  via  a  reprogramming, 
sometime  during  fisca?  year  1995  in  favor  of  funding 
additional  support  positions.  Such  a  proposal  would  be 
based  on  the  need  for  the  roost  cost  effective  combination  of 
investigative  personnel  and  the  necessary  support  staff  to 
conduct  field  and  Headquarters  operations  properly.  In 
response  to  the  need  to  address  the  increasing  national 
problem  of  violent  crime  Immediately,  the  Director  initiated 
the  reassignment  of  agents  from  FBI  Headquarters  and  field 
administrative  duties  to  investigative  operations.  This 
initiative  began  in  March  1994,  with  the  temporary  assign¬ 
ment  of  up  to  150  Headquarters  agents  to  the  Washington 
Metropolitan  and  Baltimore  Field  Offices  and  will  be 
followed  by  the  permanent  transfer  of  up  to  300  Headquarters 
agents  once  funding  has  been  made  available  from  the  Assets 
Forfeiture  Fund  Super  Surplus.  Many  of  the  positions 
vacated  by  these  agents  must  be  filled  by  professional 
support  personnel,  including  attorneys,  scientists,  and 
engineers. 


Reductions  in  United  States  Attorneys 

QUESTION:  In  1994,  the  United  States  Attorneys  received  an 
appropriation  of  $813.8  million  from  the  Subcommittee,  which 
funded  8,239  positions.  Although  the  request  of  $830.3 
million  for  1995  represents  an  increase,  it  still  falls 
$14.1  million  short  of  the  funding  necessary  to  maintain 
base  operations.  Therefore,  the  United  States  Attorneys 
will  lose  123  positions. 

Given  the  amount  of  litigation  necessary  to  comply  with  the 
President's  newly-announced  initiative  on  violent  crime,  why 
is  this  reduction  being  proposed?  What  effect  will  it  have 
on  the  operations  of  the  United  States  Attorneys? 

ANSWER:  Federal  prosecutors  handle  approximately  four 
percent  of  all  prosecutions  in  the  country.  The  center  of 
the  Attorney  General's  anti-violence  initiative  will  be  a 
coordinated  effort  among  Federal  and  State  prosecutors  and 
investigative  agencies.  The  Attorney  General  has  required 
each  United  States  Attorney  to  name  a  senior  Assistant 
United  States  Attorney  as  the  District's  Violent  Crime 
Coordinator  who  will  meet  with  pertinent  Federal,  State  and 
local  officials  in  order  to  plan  for  the  coordinated  use  of 
available  resources.  The  effective  utilization  of  all 
available  resources  and  information  sharing  are  key  elements 
of  this  strategy.  Federal  prosecutorial  resources  will  be 
applied  to  the  most  significant  cases  and  efforts  will  be 
made  to  do  more  with  less. 

prison,  confittuct ion 

QUESTION:  The  request  for  the  prison  construction  account 
in  1995  is  $191  million,  a  30-peroent  decrease  from  the  1994 
level.  Under  Bureau  of  Prisons  estimates  the  overcrowding 
in  Federal  prisons,  while  declining,  will  still  be  at  least 
10  percent  by  the  end  of  1998. 
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DO  you  bollove  wo  should  tolorato  ovororowdlng  in  tho 
Fodorol  Prison  Syston?  Tf  not,  shouldn't  wo  provido  for 
additional  prison  construction  funding  to  dooroaso  tho 
ovororowdlng  rato  ovon  further? 

AMSHER:  No,  we  should  strive  to  eliminate  overcrowding  in 
the  Federal  Prison  System.  There  are  several  management 
problems  caused  by  prison  overcrowding.  Perhaps  the  most 
obvious  and  unsettling  is  the  increase  in  inmate  violence 
inflicted  upon  BOP  staff  and  other  inmates.  As  crowding  has 
gone  up,  so  too  have  our  negative  indicators.  During  the 
past  year,  the  rates  of  homicides,  suicides,  and  assaults  on 
inmates  and  staff  have  all  risen. 

Between  1991  and  1993,  there  was  an  11-percent  increase  in 
assaults  (in  1993,  there  were  2,539  assaults  of  which  51 
percent  were  against  staff).  Between  1989  and  1993, 
disruptive  group  incidents  have  increased  by  288  percent, 
while  the  population  has  grown  by  58  percent.  In  1993  and 
1994,  seven  significant  disturbances  have  resulted  in  major 
property  damage  and  financial  costs  of  approximately 
$2,956,000.  Further,  the  number  of  inmates  with  offenses 
related  to  gangs,  firearms,  and  robbery  have  increased.  The 
population,  in  general,  has  become  significantly  more 
disruptive,  aggressive,  and  prone  to  violence.  In  1992, 
there  were  four  homicides;  in  1993,  there  were  seven;  and  in 
1994,  there  have  been  nine  homicides  to  date. 

The  levels  of  overcrowding  that  would  be  produced  without 
the  activation  of  new  facilities  will,  without  question, 
cause  working  and  living  conditions  to  degenerate. 

We  believe  that  $191  million  for  prison  construction  is 
sufficient  for  1995,  but  additional  construction  funding 
will  be  needed  in  the  future.  There  are  a  total  of  36  new 
prisons  in  the  design  or  construction  phase.  Consistent 
with  the  time  required  to  plan,  design,  and  construct  a 
prison  properly,  the  last  of  these  facilities  will  be 
completed  in  1998.  We  estimate  that  over  the  next  five 
years,  the  annualization  new  activation  increases  will 
require  approximately  $350  iMllion  per  year. 

QUESTION:  The  crime  bill  includes  a  provision  for  10 
regional  prisons,  which  would  be  open  to  State  prisoners  if 
the  applicable  States  had  laws  which  required  the  serving  of 
at  least  85  percent  of  sentences  by  violent  criminals.  If 
the  Administration's  new  Anti-Violent  Crime  initiative 
works,  we  can  expect  additional  prosecutions  and  convictions 
at  both  the  State  and  Federal  Level. 

Do  you  support  this  aspect  of  the  Senate  crime  bill? 

ANSWER;  There  are  many  drawbacks  to  the  concept  of  regional 
prisons.  Managing  these  facilities  would  mean  dealing,  on 
a  daily  basis,  with  major  differences  among  States  in  areas 
such  as  sentencing  equity  and  computation,  inmate  classifi¬ 
cation  schemes,  and  fundamental  correctional  policies. 
Large-scale  regionalization  would  present  great  difficulty 
in  maintaining  Important  community  ties  when  inmates  are 
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geographically  remote  from  their  homes  and  families. 
Finally,  staffing  of  these  prisons  would  require  approxi¬ 
mately  12,000  new  staff  at  a  time  when  the  Government  is 
trying  to  reduce  its  workforce. 

The  Bureau  of  Prisons  supports  the  grant  assistance  program 
in  the  House  of  Representatives'  crime  bill.  Grant  funds 
would  be  directed  to  the  States  in  order  to  open,  expand, 
operate,  or  construct  prisons  to  house  violent  criminals. 
This  would  maximize  support  for  the  States,  and  incarcerate 
violent  criminals,  in  a  far  more  flexible,  timely,  and  cost- 
effective  manner.  Under  this  plan,  States  would  be  free  to 
enter  into  multi-state  consortia  to  create  regional  prisons; 
if  the  advocates  of  regional  prisons  are  correct  about  their 
benefits,  then  they  will  have  a  chance  to  prove  their  case 
in  the  field.  This  is  a  far  more  effective  way  to  expand 
prison  capacity  and  achieve  greater  economies  of  scale  in 
prison  operations  at  the  State  level,  all  in  a  timely 
manner.  In  short,  this  method  will  incarcerate  more  violent 
offenders,  more  quickly  and  iaore  cost-effectively. 

golSSTlOMx  If  the  new  Antl-yiolent  crime  Initiative  is 
successful,  do  you  believe  additional  criminals  will  be  put 
behind  bars?  If  so,  don't  we  need  such  regional  prisons? 

ANSWER:  Yes,  the  new  Anti-Violent  Crime  Initiative  should 
have  the  effect  of  locking  up  more  criminals  primarily  at 
State  and  local  levels.  One  of  the  primary  goals  of  the 
initiative  is  to  provide  assistance  to  States  so  that  they 
will  be  able  to  investigate  and  prosecute  cases  more 
efficiently  and  effectively,  resulting  in  more  convictions 
at  the  State  and  local  levels.  As  a  consequence  of  in¬ 
creased  convictions.  States  will  need  more  prison  space, 
but,  not  necessarily  regional  prisons,  because,  as  mentioned 
above,  the  regional  prison  concept  has  many  drawbacks  and  a 
State  grant  assistance  program  is  a  more  attractive  way  to 
provide  the  required  additional  prison  space. 

Three  Strikes  and  You're  Out 

QDEElTIOMi  The  Senate  crime  bill  includes  several  provisions 
which  would  mandate  life  imprisonment  for  violent  crime  and 
drug  offenders  who  are  three-time  losers.  The  President 
endorsed  this  concept  in  his  '*8tate  of  the  Union  Address'*. 
The  Administration  has  submitted  its  version  of  this  concept 
to  the  Bouse  and  Senate  Judiciary  Committees. 

How  does  the  Administration's  proposal  differ  from  those  in 
the  Senate  crime  bill? 

ANSWER:  The  Administration's  "three-strikes"  proposal 
differs  from  the  provisions  in  the  Senate-passed  crime  bill 
in  several  important  ways.  It's  goal  is  to  focus  on  repeat 
violent  and  predatory  offenders.  There  are  two  relevant 
provisions  in  the  Senate  bill:  section  5111,  which  mandates 
life  imprisonment  after  conviction  of  a  third  violent 
felony,  and  section  2408,  which  mandates  life  imprisonment 
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after  conviction  for  a  third  crime  of  violence  or  felony 
drug  offense,  or  a  combination  thereof. 

Included  Of  f enses .  The  Administration's  proposal  is 
different  from  the  two  Senate  proposals  in  its  more  exacting 
approach  to  the  offenses  covered.  It  uses  a  two-part 
definition  of  "serious  violent  felony.”  First,  the  defini¬ 
tion  enumerates  particularly  serious  violent  felonies,  such 
as  murder,  sexual  abuse,  and  kidnapping.  Next,  the  proposal 
includes  a  generic  definition  designed  to  cover  other 
violent  felonies,  which  in  certain  circumstances  are  so 
serious  as  to  be  included  as  predicates  for  mandatory  life 
imprisonment.  The  generic  part  of  the  definition  is  adapted 
from  the  terra  "crime  of  violence”  in  section  16  of  title  18, 
United  States  Code,  but  requires  that  the  offense  have  been 
punishable  by  a  maximum  term  of  imprisonment  of  ten  years  or 
more.  In  addition,  the  proposed  definition  excludes 
offenses  that  present  force  or  risk  of  force  against 
property  alone  without  force  or  risk  of  force  against 
another  person.  However,  property  offenses  that  by  their 
nature  present  a  risk  of  force  against  persons  are  included 
if  punishable  by  imprisonment  for  ten  years  or  more. 

The  provisions  of  the  Senate  bill  use  only  a  generic 
approach  to  defining  the  covered  offenses  but  no  specific 
listing  of  offenses.  Section  5111  is  similar  to  the  catch¬ 
all  part  of  the  Administration's  definition  of  covered 
offenses,  except  that  section  5111  Includes  offenses 
punishable  by  imprisonment  for  a  maximum  term  of  five, 
rather  than  ten,  years  or  more.  Of  course,  our  proposal 
covers  offenses  punishable  by  less  than  ten  years  if  they 
are  in  the  enumerated  categories  of  crime. 

The  definition  of  covered  offenses  in  section  2408  of  the 
Senate  bill  is  different  from  the  Administration's  proposal 
in  several  ways.  First,  it  includes  both  felony  drug 
offenses  and  crimes  of  violence,  while  the  Administration's 
proposal  includes  only  the  latter  category.  (Current  law 
provides  for  mandatory  life  imprisonment  for  conviction  of 
a  third  felony  drug  offense  in  certain  cases,  but  not  a 
combination  of  drug  offenses  and  crimes  of  violence.)  Next, 
section  2408  includes  offenses  that  involve  force  or  risk  of 
force  against  property,  even  if  there  is  no  force  or  risk  of 
force  against  a  person. 

Finally,  our  proposal  provides  a  means  by  which  a  defendant 
may  attempt  to  demonstrate  in  a  limited  number  of  cases  that 
the  underlying  convictions  should  not  be  counted.  The 
burden  of  proving  that  the  predicate  is  "non-qualifying"  is 
placed  on  the  defendant.  The  provision  applies  only  to 
offenses  covered  in  the  "catch-all"  part  of  the  definition 
of  "serious  violent  felony"  and  to  robbery  and  related 
offenses.  Under  the  "non-qualifying  felonies"  provision  the 
defendant  must  establish  by  clear  and  convincing  evidence 
that:  (1)  no  firearm  or  other  dangerous  weapon  was  in¬ 
volved,  and  (2)  the  offense  did  not  result  in  death  or 
serious  bodily  injury.  Thus,  relatively  minor  offenses, 
such  as  burglaries  or  assaults  not  involving  a  weapon  or 
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serious  bodily  injury,  would  be  excluded.  The  provisions  in 
the  Senate  bill  contain  no  comparable  provisions. 

Sequencing  of  Offenses  and  Convictions.  The  Administra¬ 
tion's  proposal  requires  that  the  defendant  have  two  or  more 
prior,  separate  convictions  and  that  each  offense  that 
counts  toward  the  "three  strikes,”  other  than  the  first, 
have  occurred  after  conviction  of  the  preceding  one.  This 
proposal  is  a  true  recidivism  law.  It  recognizes  that 
committing  a  serious  violent  crime  after  conviction  for  a 
prior  such  offense  —  particularly  when  this  pattern  is 
established  on  more  than  one  occasion  —  evinces  a  greater 
degree  of  culpability  and  incorrigibility  thai  serious 
violent  crime  not  following  a  prior  conviction. 

Section  5111  does  not  require  sequencing  of  offen.^es  after 
convictions  and  only  mandates  that  the  defendant  h^ve  been 
convicted  of  a  violent  felony  on  two  or  more  prior  occa¬ 
sions.  By  contrast,  section  2408  requires  that  the  third 
offense  have  been  committed  after  two  or  more  prior  convic¬ 
tions  but  does  not  require  the  second  offense  to  have 
occurred  after  the  first  conviction. 

QUESTION:  There  Is  not  a  large  number  of  three-time  losers 
in  the  Federal  system.  However,  Stanley  Greenberg,  the 
President's  pollster,  has  stated,  "Tbree-strikes-and-you' re- 
out  is  a  very  powerful  statement  to  the  American  people  that 
the  Government  reflects  your  values  and  understands  your 
rage.  This  is  about  values." 

It  is  also,  I  submit,  a  way  for  the  Federal  Government  to 
lead  the  way  for  the  States,  where  three-time  loser  provi¬ 
sions  can  be  more  effective. 

Do  you  agree  with  Mr.  Greenberg  on  this  point? 

ANSWER:  We  agree  with  the  statement  that  "three  strikes  and 
you're  out"  is  a  powerful  statement  to  the  American  people 
about  values.  It  is  also  a  statement  to  would-be  criminals 
that  violent  crime  will  not  be  taken  lightly  and  that  if  it 
occurs  in  the  circumstances  described  by  the  law  it  will 
result  in  a  sentence  designed  to  protect  the  public  from 
future  crimes  by  the  imprisoned  offender.  We  also  agree 
that  the  Administration's  three-strikes  proposal  should 
serve  to  lead  the  way  for  the  States  in  crafting  their  own 
legislation.  Such  a  provision  can  be  extremely  effective  on 
the  State  level  because  of  the  volume  of  violent  crime  under 
State  jurisdiction. 


Cops  on  the  Street 

QUESTION:  As  part  of  a  supplemental  appropriations  act  last 
year,  and  in  the  regular  1994  appropriations  act,  the 
Justice  Department  was  provided  funding  for  community 
policing  and  additional  State  and  local  police.  Various 
local  governments  from  the  State  of  New  Mexico  have  request¬ 
ed  a  total  of  120  new  officers.  To  date,  only  2  officers 
have  been  approved  for  a  total  of  $131,000. 
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In  contrast,  certain  States  have  done  relatively  veil. 
California  has  received  funding  of  $13  Billion,  sufficient 
to  provide  for  163  nev  officers.  That's  17  percent  of  the 
$74  Billion  released  through  this  prograB, 

Is  there  a  oonsoious  strategy  to  provide  new  officers  for 
only  a  few  large  States?  Are  smaller  States  and  non-urban 
areas  of  the  country  being  given  adequate  consideration  in 
the  disbursement  of  these  funds? 

ANSWER:  Congress  established  the  Police  Hiring  Supplement 
Program  as  a  competitive,  discretionary  grant  program.  This 
is  not  a  formula  grant  program  that  guarantees  a  certain 
level  of  funding  to  every  State  based  on  population  nor  is 
it  one  that  apportions  funds  based  on  other  criteria,  such 
as  rural  or  urban  environments.  We  devised  a  program  that 
has  applicants  competing  nationwide  in  one  of  two  pools: 
those  with  populations  less  than  150,000  and  those  with 
populations  greater  than  or  equal  to  150,000.  Each  pool  was 
funded  at  $75  million,  for  a  program  total  of  $150  million. 
A  listing  that  shows  the  awards  made  through  the  Police 
Hiring  Supplement  Program  is  provided  to  the  Committee. 
Jurisdictions  in  large  and  small  States  have  received 
awards,  as  have  urban  and  rural  communities.  By  the 
conclusion  of  the  third  round  all  States  had  received  at 
least  one  award. 

QUESTlOifi  Please  provide  for  the  record  in  detail  the 
criteria  used  for  disbursing  these  funds.  Include  in  this 
description  the  number  of  police  officers  and  funding 
requested  by  each  State,  and  the  officers  and  funding  that 
were  approved  by  the  Justice  Department  up  to  the  current 
date. 

ANSWER:  A  copy  of  the  Police  Hiring  Supplement  Program 
Application  Kit  is  provided,  which  lists  the  information 
each  applicant  was  asked  to  provide  and  the  specific 
criteria  used  to  score  each  application.  Also,  as  noted  in 
the  Application  Kit,  we  are  looking  at  equitable  geographic 
distribution  and  other  factors.  Including  violent  crime  and 
poverty  rates. 

Also  provided  is  a  chart  showing  by  State  the  number  of 
applications  received,  the  number  of  police  requested,  the 
amount  requested,  the  number  of  police  hired,  and  the  amount 
awarded.  The  number  of  police  requested  and  the  amount 
requested  columns  are  based  on  applicant-provided  informa¬ 
tion  and  are  not  always  accurate.  These  data  often  under¬ 
state  or  overstate  costs.  Further,  the  number  of  officers 
requested  was  taken  from  the  cover  sheet  of  the  application. 
In  many  instances,  applicants  did  not  supply  this  informa¬ 
tion  on  the  cover  sheet  and,  therefore,  a  "zero”  was  entered 
into  the  tracking  system.  Thus,  the  number  of  police 
officers  requested  is  understated.  The  number  of  police 
hired  and  the  amounts  awarded  are  current  through  the  second 
round,  which  was  announced  February  9,  1994.  The  round 
three  awards  of  approximately  $75  million  were  made  on 
May  12,  1994.  (NOTE:  See  questions  of  Senator  Kerrey.) 


Police  Hiring  Supplement  Program 


FY  1993  DISCRETIONARY  PROGRAM 
APPLICATION  KIT 


Overview 

The  Department  of  Justke.  OCTice  of  Justice 
Programs,  Bureau  of  Justice  Assistance  (BJA), 
announces  a  new  competitive  grant  program,  uie 
program  requiiements,  and  administrative  guidance 
for  ^jriadicUons  eligible  to  apply  for  grants  under  Ihis 
program.  The  Police  Hiring  Sui^leineni  Program  is 
heieinafier  leferred  to  as  the  Program, 

The  Program  will  make  direct  granu  to  law 
enforcement  jurisdictions  lo  hire  andA)r  rehire 
additionai  sworn  law  enforcement  ofTioere  as  part  of 
an  overall  plan  or  strategy  to  address  crime  and 
related  proMeras  through  community  poUcing.  An 
applicant’s  plan  should  reflect  its  community’s  unique 
needs  and  be  responsive  to  local  circumstances.  In 
genera],  community  poUcing  is  designed  to  forge 
effective  crime-fighting  partnerships  between  law 
enforcement  and  the  community.  These  partnerships, 
using  a  problem -ori^ed  approach,  can  resuh  fat 
innovative  and  tailored  strategies  for  preventing  and 
controlling  crime.  As  part  of  th^  community 
policing  effocts,  communities  have  used  various 
strategies  to  address  crime  problems,  including  muhi- 
disciplinary  crime  prevention  teams,  public  education 
programs,  neighborhood  resource  centers,  and  foot 
patrols. 

A  total  of  $150  million  is  available  for  these  grants, 
beginning  in  Fiscal  Year  1993.  Fifty  percent  of  the 
funds  ($75  million)  will  be  awarded  lo  applicants 
serving  JurisdicUons  with  populations  of  150,000  and 
above.  Fifty  percent  of  the  funds  ($75  million)  will 
be  awarded  to  ipplicanls  serving  jurtsdiclions  with 
populations  of  less  than  150,000.  These  funds  may 
be  used  to  help  pay  salaries  and  fringe  beneftis  of 
newly  sworn  o^icers,  excludina  overtime,  for  a  3- 
year  period.  Funding  will  commence  at  the  lime,  and 
not  until,  a  hired  or  rehired  ofnoer  is  sworn  in.  The 
deployment  of  new  hires  and  the  selection  of  die 
officm  to  inclement  the  individual  projects  fimded 
tinder  this  Program  will  be  at  the  disci^on  of  the 
local  jurisdiction. 


Program  Goals  and  Objectives 

The  goals  of  the  Program  arc  to: 


•  irverease  the  number  of  sworn  law  enforcer  ‘tent 
ofneers  serving  areas  where  they  are  n«xled 
most 

•  improve  the  long-term  ability  of  law  enforcement 
agencies  lo  engage  in  community  policing  by 
deploying  additional  sworn  taw  enforcement 
ofTicers. 

•  improve  public  safety  through  innovative  crime 
prevention,  including  community  policing. 

The  objectives  arc  lo: 

•  hire  additional  taw  enforcement  offlceri  (o 
increase  sworn  oTTicer  deployment  and  expand 
community  policing  desipied  lo  prevent  crime, 
promote  problem  solving,  and  enhance  public 
safely. 

•  rehire  law  enforcement  olTicers  who  have  been 
laid  off  (as  a  result  of  Stale  and  local  budget 
reductions)  to  increase  sworn  orTicer  deployment 
and  expand  community  policing. 


Eligibility  Requirements 

Applications  are  invited  from  alt  law  enforcement 
agencies,  or  consortia  of  law  enforcemenl  agencies, 
that  can  demonstrate  a  significant  need  for  additional 
sworn  taw  enforcement  officers  and  are  committed  to 
using  community  policing  to  address  crime  and 
related  problems  in  their  jurisdiciions.  Eligible 
applicants  under  this  program  are  taw  enforcement 
agencies  that  rccniii  and  hire  law  enforcement  officers 
who  serve  local  communities.  Slate  law  enforcement 
agencies  may  apply  if  they  have  taw  enforcement 
jurisdiction  and  provide  local  law  enforcement 
services  to  communities  within  their  State. 


Application  Requirements 

The  application  must  be  developed  in  consultation 
with  community  groups  and  appropriate  public  and 
private  agencies  and  must:  A.  demonstrate  the 
jurisdiction's  public  safely  need  for  additional  sworn 
law  enforcemenl  officers:  D.  include  a  stratqiy  for 
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community  policing  in  the  jtirisdicUon;  C  include  an 
implcmcfilation  plan  that  specidea  how  the  funds 
awarded  under  this  project  wiU  hefp  deploy  additional 
sworn  police  for  community  polking  activities;  D. 
describe  a  plan  to  continue  the  project  and  retun  the 
positions  at  the  end  of  the  grant  period:  E.  discuss  the 
availability  and  use  of  non  project  funds  and 
resources  from  other  organizations;  and  F.  provide  a 
detailed  budget  proposal  to  support  the  grant  request 


A.  Public  Safety  Need:  (40  p4rctM  ef  tht  s*Uetion 

Criurit) 

Provide  a  narrative  that  describes  the  community’s 
need  for  additional  sworn  law  enforcement  ofneers,  as 
well  as  ihe  reason(s)  local  funding  is  not  available  (o 
meet  these  needs.  The  narrative  shotdd  describe  the 
jurisdiction’s  overall  crime  situation  and  highlight 
positive  steps  already  taken  to  improve  law 
enforcement  efTecliveness.  These  highlights  might 
include,  for  example,  any  efforis  already  made  to 
reduce  the  number  of  sworn  o^icers  in  administrative 
positions.  It  is  important  to  make  the  strongest  case 
possibk.  Include  any  ^lecial  conditions  or  factors 
that  help  to  document  your  needs,  such  as  relevant 
demographic  trends  and/br  significant  unetnployinent 
problems  resulting  from  plant  or  military  base 
closings,  natural  disasters,  etc. 

In  addition  to  the  narrative,  provide  information  on 
the  following  facton.  to  the  extent  that  it  is  availaUe; 

1.  The  population  Tor  the  jurisdktion  aocOTding  to 
the  1990  U.S.  Census. 

2.  The  unemployment  rate  for  the  jurisdiction  for 
each  of  the  last  5  years. 

3.  The  ratio  of  population  to  sworn  officers, 
expressed  as  number  of  residents  per  sworn  officer. 

4.  The  number  and  types  of  citizen  calls  for  service 
(i.e.,  emergency,  non-emergency,  violent  offense, 
property  offense,  etc.)  handled  by  patrol  officert  for 
each  of  the  last  S  years. 

5.  The  jurisdiction’s  Uniform  Crime  Report  (UCR) 
rates  <or  their  equivalent)  for  all  Part  1  offenses  for 
each  of  the  last  5  years. 

6.  The  actual  number  of  full-time  and  part-time 
civilians  and  sworn  law  enforcemcni  officers 
employed  during  each  of  the  last  S  years. 


7.  The  number  of  officers  dq>k)ycd.  by  function 
(administrative,  patrol,  and  investigative),  during  each 
of  the  bst  5  years. 

8.  The  actual  number  of  sworn  officers  laid  off 
an<Vor  furloughed  during  each  of  the  last  S  years. 

9.  The  actual  operational  expenditures  for  police 
services  and  total  expenditures  by  the  jurisdiction  for 
each  of  the  past  5  years. 

10.  The  expenditures  for  police  overtime  and/or  the 
amount  of  compensatory  time  granted  in  lieu  of 
overtime  spending  for  each  of  the  past  S  years; 
provide  an  explanation  for  overtime  expenditures. 


B.  Strategy:  (K  ISm  S€Ucfitm  Critvia) 

Develop  a  3-year  strategy  that  specifies  how 
additional  sworn  law  enforcement  officers  would  lead 
to  increased  community  policing  targeted  against 
crime  and  related  problems  in  the  jurisdiction. 

The  strategy  narrative  should  describe; 

1 .  Any  community  policing  activities  currently  used 
by  Ihe  applicant,  emphasizing  those  efforts  that 
promote  Law  enforcement  partnerships  with  citizens 
and  non-law  enforcement  organizations. 

2.  How  the  applicant  will  involve  c<Mnmuniiy 
leaders  and  residmu  in  planning,  implementing,  and 
coordinating  this  project  with  non-law  enforcement 
organizations. 

3.  How  the  applicant  will  coordinate  this  project 
with  other  criminal  justice  system  components, 
including  an  assessment  of  the  effects  of  additional 
police  on  these  agencies. 

4.  The  specific  geographic  areafs)  to  be  served  by 
this  project  and  the  crime  and  rebied  problems  that 
community  policing  would  address  effectively. 

5.  The  specific  strategies  and  innovations  that  the 
ap{^ican(  will  employ  to  respond  to  identified 
probkms. 

6.  How  the  applicant  will  select  the  officers  who 
will  be  assigned  to  community  polking.  (These 
officers  do  not  need  to  be  the  officers  actually  hired 
with  these  project  funds.) 
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7.  How  (he  tpf^icenl  wiD  tssesi  how  well  the 
prp^  was  implemented  and  the  extern  (o  which  (he 
strategy  has  achieved  the  Program's  goals  and 
objectives. 


C.  Implemcotalioa  Plan:  uo  ptrctM  tht  StUKiion 

Crlurm) 

Provide  a  for  imptementing  (he  strategy 
described  in  B.  above.  Provide  a  detailed  schedule 
that  includes  milestones  for  signiHcant  tasks.  The 
schedule  and  milestones  must  include  the  expected 
dates  when  newly  hired/irehired  offioert  will  be  sworn 
and  deployed  Also  provide  ihe  dates  when  ofTicers 
will  be  assigned  to  project-related  community  policing 
activities. 


D.  Continuation  and  Reteutloa  Plan:  (lOptnti^ef 

tht  SWfcfiM  Critrria) 

Describe  how  Ihe  applicant  intends  to  oontinue  this 
project  and  retain  the  positions  created  with  the 
project  funds  following  the  conclusion  of  the  grant 
period.  If  possible,  include  an  endorsement  of  the 
jurisdiclJon's  continuation  and  retention  plan  by  local 
budget  authorities. 


E.  Additional  Resource  Commitments:  (loptrcttu 

of  Ihr  Stittliom  CriUria) 

Applicants  are  encouraged  to  af^ly  other  resources, 
Federal,  State,  local,  or  private,  in  support  of  this 
project  Describe  the  sources  and  the  amounts  of 
non-project  funding  or  resources  that  will  be  available 
from  ail  sources.  Describe  how  those  resources  will 
be  used.  If  no  other  funds  or  resources  are  available, 
please  explain, 

F.  Budget  Proposal: 

The  application  must  contain  a  budget  and  budget 
native  (hat  specirically  idenUTics  salary  and  fringe 
benefits  costs.  Salary  and  fringe  benefits  costs  are  the 
only  allowable  costs.  Standard  fringe  benefits  paid  by 
(he  Jurisdiction  should  be  suppcHted  by  a  list  of 
itemized  costs  explaining  what  is  iricludcd  in  the 
benefits  package,  Expenditure  of  project  funds  for 
overtime  is  expressly  forbidden.  The  budget 
breakdown  must  show  the  number  of  ofTiccrs  to  be 
hired,  the  salary  and  fringe  benefits  per  ofTiccr,  and 
the  total  salary  and  fringe  bcncIlLs  costs.  Estimate 


scheduled  salary  increases,  if  any,  over  the  life  of  the 
grant 


Program  Evaluation 

In  addition  to  the  assessment  referenced  in 
Application  Requirements,  section  B.  number  7,  a 
national-level  evaluation  of  (his  Program  may  be 
conducted  in  the  future.  The  evaluation  would  use 
some  combination  of  process  and  impact  measures 
that  may  include,  but  would  not  be  limited  to,  crime 
and  vicUmtzalion  indices,  quality-of-life  measures, 
commijiity  perceptions,  indkaiions  of  changes  h 
management  philosophy,  and  individual  police 
perceptions  of  their  own  work.  Evaluators  may  visit 
sites  to  collect  data  for  the  evaluation.  All  selected 
applicants  must  be  willing  to  participate  in  such 
national  evaluation. 


Selection  Criteria 

Applications  will  be  evaluated  based  on  the  extent  to 
which  they  meet  the  following  weighted  criteria: 


Public  Safety  Need  . 40  percent 

Soundness  of  Strategy  . 30  percent 

Clarity  and  Appropriateness  of 

Imi^ementaUm  Plan  .  10  percent 

Continuation  and  Retention  Plan . 10  percent 

Additional  Resource  Commitments  ...  10  percent 


The  Department  of  Justice  will  award  grants  to  those 
applicants  that  best  meet  all  these  criteria. 
Consideration  may  also  be  given  to  equitable 
distribution  of  grants  based  on  geographic  or  other 
factors. 


Federal  Share 

For  each  ofllcer  funded  under  this  program,  the 
Federal  share  mav  not  exceed  the  greater  of  (I)  75 
percent  of  the  total  salary  and  benefits  over  the  life  of 
the  grant,  up  to  a  maximum  of  $75,000;  OR  (2)  50 
percent  of  tiic  total  salary  and  benefits  over  the  life  of 
the  grant.  The  authorized  Federal  share  per  officer 
may  be  increased  upon  submission  of  sufficient 
evidence  of  extraordinary  economic  hardship, 
resulting  from  such  factors  as  economic  dislocation, 
a  natural  disaster,  or  other  severe  mitigating 
circumstances.  An  increase  in  the  Federal  sliarc  will 


be  granted  only  in  the  most  extreme  circumstances. 
If  the  ^iplicam  agency  is  requesting  an  increase  In 
Federal  share,  include  the  narrative  and 
documentation  justifying  the  request  as  an  appendix 
to  the  application.  Indicate  on  Standard  Form  424- 
Budget  Information-in  Section  F,  Block  23.  that  a 
request  is  being  submitted.  Grantees  may  specify 
how  the  Federal  share  is  disbtrsed  over  the  life  of  the 
grant. 


Distribution  of  Funds 

As  staled  in  the  Overview,  the  total  amount  available 
for  this  program  is  $150  million,  which  will  be 
aliocaied  as  follows; 

1.  $75  million  will  be  allocated  for  grants  lo 
applicants  serving  jurisdictions  with  populations  of 
150.000  and  above. 

2.  $75  million  will  be  allocated  for  grants  lo 
applicanls  serving  jurisdictions  with  populations  of 
less  than  150.000. 


Application  Process 

All  applications  must  be  submitted  on  814  x  1 1  paper. 
The  program  narrative  portion  of  the  application 
should  be  no  more  than  30  pages  double-spaced  and 
should  be  printed  on  one  side  of  the  only.  All 
applicants  must  also  submit  an  Application  for 
Fe^al  Assistance  (Standard  Form  424),  a  signed 
original  and  three  copies.  A  copy  of  this  form  is 
provided  in  Appendix  B  of  this  application  kit  Video 
presentations  will  rxx  be  accej^.  Applkalions 
submitied  via  FAX  will  not  be  accepted. 

Executive  Order  12372  requires  applicanls  from  Slate 
and  local  units  of  government  or  other  organizations 
providing  services  within  a  Stale  lo  submit  a  copy  of 
the  application  lo  the  State  Single  Point  of  Goniact 
(SPOQ.  if  one  exists,  and  if  the  Program  has  been 
selected  for  review  by  the  State.  A  list  of  (be  State 
Single  Point  of  Contacts  is  available  in  Appendix  A 
of  this  application  kit.  Applicanls  must  contact  ihetr 
State  SPOC  to  determine  if  the  Program  has  been 
selected  for  review  by  the  Slate. 

In  addition  lo  the  required  standard  assurances  that 
arc  part  of  the  Standard  Form  424,  each  application 
must  include  a  ccrtificaiion  that  FcdcraJ  funds  made 


available  under  the  grant  will  not  be  used  to  supplant 
State  or  local  funds,  but  will  be  used  lo  increase  the 
amount  of  State  or  local  funds  that  would  be  available 
for  law  enforcement  purposes  in  the  absence  of 
Federal  funds. 

In  submitting  applications  which  involve  a  consortium 
of  more  than  one  agency,  the  relationships  among  the 
parties  must  be  set  forth  in  the  application.  In  the 
event  of  a  consortium  submission,  one  agency  must 
be  designated  as  the  payee  lo  receive  and  disburse 
project  funds  and  lo  be  responsible  for  the  supervision 
and  .coordination  of  the  activities  of  the  consorlium 
members.  Each  co-applicant  must  sign  the  Standard 
Form-424. 

The  original  and  three  cities  of  the  application  must 
be  sent  to: 

U,S.  Department  of  Justice 
OfTice  of  Justice  Programs 
Control  Deskt  Room  94g 
633  Indiana  Avenue,  N.W. 

Washington,  DC  20531 


Application  Format 

The  following  formal  and  guidance  are  provided  lo 
assist  Ihe  applicant  in  writing  and  organizing  the 
program  narrative  section  of  the  application.  To 
assist  the  apfriicalJon  review,  the  narrative  should  be 
presented  in  the  same  order  as  in  the  Application 
Requirements  above: 

Public  Safely  Need  Secllonr  This  descriptive 
narrative  should  respond  lo  Section  A,  page  2. 
Information  relating  to  items  1-tO  should  be  displayed 
in  a  list  format  in  (be  order  in  which  they  appear. 

Strategy  Section:  This  descriptive  narrative  should 
respond  to  Section  B,  page  2. 

Implementation  Plan  Section:  This  descriptive 
narrative  should  respond  lo  Section  C,  page  3. 

Continuation  and  Retention  Plan  Section:  This 
descriptive  narrative  should  respond  to  Section  D, 
page  3. 

Additional  Resource  Commitments  Section:  This 
descriptive  nanrativc  should  respond  lo  Section  E, 
page  3. 
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Dudfcl:  Use  Stmdard  Fonn  424-Budl|et 

liirormaUon<>to  display  the  total  cost  for  each 
allowable  calq^ory  (t.e..  Salary  artd  Fringe  Beneftls) 
of  the  applkaiion.  Refer  to  the  Federal  Share  section 
if  an  increase  in  the  Federal  share  is  requested. 

Budget  Narrative:  Include  an  itemization  of 
proposed  costs  for  personnel  salaries.  Wnge  benefits, 
and  any  scheduled  salary  increases.  This  descriptive 
narrative  should  respond  to  Section  F,  page  3.  The 
narrative  should  also  provide  detail  on  Federal  and 
non-Federal  shares. 

••STANDARD  FORM  424:  Most  items  on  the 
cover  page  of  the  Standard  Form  424  are  self* 
explanatory.  For  purposes  of  this  applica'jon.  please 
include  the  following  information: 

Face  Sheet,  Block  7 

Type  of  Applicant:  If  the  applicant  is 
represenu’ng  a  consortium  of  agencies,  t^ify  by 
checking  Block  N  and  entering  Consortium. 

Face  Sheet.  Block  10 

Catalogue  of  Federal  DomesUe  Assistance:  The 
Number  for  diis  program  is  16.580. 

Title:  Dnig  Control  and  System  Improvement 
Discretionarv  Grant  fVogram 

Face  Sheet,  Block  1( 

Descriptive  Title  of  Applicant's  Project  Usi  the 
following  information  in  this  order 
Police  Hiring  Supplement 
Population  of  jurisdiction  to 

be  served: _ 

Total  number  of  sworn  officers  to 
be  hired: _ 

Name  of  jurisdicUon  to  be  served 
•County  or  or  "City  oP): _ 

Section  F.  Block  23 

Indicate  if  the  Applkanl  is  requesting  an  increase 
in  the  Federal  share. 


Award  Period 

Grants  will  be  awarded  to  help  pay  for  salary  and 
fringe  benefits  for  a  3-ycar  period. 


Maximum  Award  Amount 

•  Eligible  applic«its  serving  a  jurisdiction  wHh  a 
population  of  less  than  15OJ0OO  may  apply  for  a 
maximum  of  $1  miOioa  over  the  life  ^  tire  gram. 

•  Eligible  applkrnts  serving  a  jurisdktioa  with  • 
population  between  150,000  and  749,999  may  apply 
for  a  maximum  of  $2  million  over  the  life  of  the 
grant 

•  Eligible  applicants  serving  a  jurisdiction  with  a 
population  between  750.000  and  2,000,000  may  apply 
for  a  maximum  of  $3  million  over  the  life  of  the 
grant 

•  Eligible  applicants  serving  a  JurisdJctiofl  with  a 
population  in  excess  of  2,000,000  may  ^iply  for  a 
maximum  of  $4  million  over  the  life  of  the  grant 

No  waiver  of  the  maximum  award  amounts  win  be 
granted. 


Application  Deadlines 

Applications  for  funding  under  this  program  will  be 
considered  competitively  in  three  rounds.  Funding  will 
be  distributed  over  die  three  rounds.  Appllcaiions 
that  are  not  selected  in  the  first  two  rounds  wiU  be 
reconsidered  during  the  subsequent  rouiid(i).  It  Is 
anticipated  that  awards  will  be  made  in  November 
and  December,  1993. 

Round  1:  Applications  received  no  later  than 

October  14,  1993,  will  be  considered 
under  Round  1. 

Round  2:  Applications  received  no  later  than 

November  I,  1993,  will  be  considered 
under  Round  2. 

Round  3:  Applications  received  and/or  post¬ 
marked  no  later  than  December  1, 1993, 
will  be  considered  under  Round  3. 

Contact 

For  further  inrormalion  or  to  obtain  technical 
assistance  in  preparing  your  application,  contact  the 
U.S.  Department  of  justice,  Bureau  of  Justice 
Assistance  at  (202)  307*1480,  Monday  through 
Friday,  8:(X)  a.ni.  -  5  (X)  p.m..  Eastern  time. 
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POLICE  HIRING  SUPPLEMENT  PROGRAM  SUMMARY  TOTALS  BY  STATE— MARCH  30, 1994 


State 

No.  of  No.  of  oNicers 

appllcatiofts  requested  > 

Aewunt  No.  of  oNicers 

requested*  funded 

Amount 

awarded 

tmm . 

B2 

296 

$IS.21S,260 

4 

$192.«7 

AlASM . 

16 

47 

4,605,212 

AMERICAN  SAMOA . 

1 

20 

404'940  . 

ARIZONA . 

51 

307 

20,208,709 

7 

525,000 

ARKANSAS  . 

35 

135 

8,458,178 

8 

472,875 

CAUFORNIA . 

142 

859 

89,135,044 

150 

13,003,074 

COLORADO . 

44 

171 

10,161,102 

26 

1,950,000 

CONNECTm . 

22 

109 

10.249,773 

3 

275,580 

DEUWARE . 

10 

59 

4,349.886 

26 

1,868,532 

OtSTRtCT  Of  COLUMBIA . 

1  .... 

1,969,611  . 

aORlDA . 

103 

785 

57,531526 

87 

6.555,343 

GEORGIA . 

71 

330 

20,964,333 

14 

836,946 

HAWAII . 

3 

53 

3,966,419 

IDAHO . 

17 

22 

2,012,397  . 

ILUNOIS . 

151 

551 

42;061,736 

81 

5,918,266 

INDIANA . 

59 

215 

19,991,769 

26 

1.949,982 

KWA . 

52 

179 

9.692,805 

13 

975,000 

KANSAS  . 

32 

116 

8,005,795  . 

KENTUCKY . 

47 

111 

7;316;389 

3 

205,362 

LOUISIANA . 

53 

381 

19,831,050 

1 

42,561 

MAINE . 

26 

49 

3,415,548 

6 

450.000 

MARYIAND  . 

40 

259 

18,324,772 

45 

2,289,007 

MASSACHUSETTS . 

77 

426 

35.605.963 

29 

2.195,331 

MICHIGAN . 

76 

303 

20,976,934 

41 

3.238,572 

MINNESOTA . 

63 

156 

11,609.369  ... 

MISSISSim . 

67 

318 

15,518,341 

16 

1,086,427 

MISSOURI . 

72 

210 

15,575,681 

23 

1,725.000 

MONTANA . 

15 

39 

3,500.905 

6 

438,922 

NEBRASKA . 

16 

40 

4,194,400  . 

NEVADA  . 

8 

43 

3,574’680  . 

NEW  HAMPSHIRE . 

35 

68 

5,556,919 

NEW  JERSEY . 

108 

525 

44,350.397 

48 

3,833,856 

NEW  MEXICO . 

24 

121 

8,532.514 

2 

131,922 

NEW  YORK . 

131 

676 

55,715,541 

58 

4.248.356 

NORTH  CAROUNA . 

81 

363 

16,613,626 

34 

2.279,983 

NORTH  DAKOTA . 

14 

14 

584,804  . 

OHIO . 

126 

498 

35,939,844 

44 

2,998,360 

OKLAHOMA . 

77 

267 

18,119,044 

8 

600.000 

OREGON  . 

36 

128 

10,539,295 

13 

975,000 

PENNSYLVANIA . 

104 

363 

26,687,410 

22 

1.641,660 

PUERTO  RICO . 

11 

222 

10,757,827  . 

RHODE  ISLAND . 

16 

66 

7,105,925  . 

SOUTH  CAROUNA . 

56 

206 

11.797,469 

10 

640,436 

SOUTH  DAKOTA  . 

10 

29 

1.738,516  . 

TENNESSEE  . 

61 

274 

15,189,536 

2 

110,455 

TEXAS . 

105 

665 

37,879,549 

62 

4,860,553 

UTAH  . 

29 

98 

8,385,134  . 

VERMONT . 

14 

31 

2.241,254  . 

VIRGIN  ISIANDS . 

1 

12 

930,134  . 

VIRGIWA . 

63 

414 

28,525,318 

68 

4,491,415 

WASHINGTON . 

76 

270 

20,480,851 

23 

1,776,777 

WEST  VIRGINIA . 

31 

89 

6.257,394  . 

WISCONSIN . 

62 

282 

11,261,966 

7 

534,581 

WYOMING  . 

8 

15 

1,133,398 

6 

450,000 

GRAND  TOTALS . 

2,731 

12,285 

878.752.192 

1,022 

75,767,981 

1  Based  M  informition  provided  by  the  appliceiit,  which  is  oHen  ender  or  om  reported. 
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Weed  and  Seed  Program 

QUESTIONS  For  fiscal  year  1994,  congress  provided  $13.1 
■lllion  in  appropriated  funds  for  the  Weed  and  Seed  program. 
However,  the  Department  intends  to  supplement  these  funds 
with  $10  million  from  the  Byrne  disoretionary  grant  program 
and  approximately  $7 *8  million  from  the  hssots  Forfeiture 
Fund. 


Please  provide  a  listing  (in  priority  order)  of  the  requests 
pending  for  new  Weed  and  Seed  sites. 

ANSWER:  There  is  no  pre-established  priority  listing  for 

the  49  sites  that  are  eligible  to  compete  for  Operation  Weed 
and  Seed  new  site  funding  in  fiscal  year  1994.  Those  49 
sites  include  the  10  officially  recognized  sites  and  the  39 
sites  that  had  applied  for  official  recognition  of  a 
strategy  that  they  are  implementing  by  January  31,  1994. 

The  list  of  sites  appears  below. 

SITES  ELIGIBLE  TO  COMPETE  FOR  NEW  SITE  FUNDING 


h-  OfficialIv__recQCLnized  sites 


Alcron,  OH 
Benton  Harbor,  MI 
Euclid,  OH 
Indianapolis,  IN 
Las  Vegas,  NV 


Milwaukee,  WI 
Mobile,  AL 
Shreveport ,  LA 
Springfield,  IL 
Wichita,  KS 


fi.  Sites  applying  for  official  recognition  by  Jan.  31.  1994 


Alabama:  Birmingham 

Arizona:  Phoenix 

CaliforaiJi:  Fresno 

San  Jose 

Connecticut:  Bridgeport 

Danbury 
Hartford 
New  Britain 
Norwalk 


Georgia:  Savannah 

Illinois:  Austin 

(Chicago) 

Maryland;  Baltimore 

Michigan;  Grand  Rapids 
Holland 
Muskegon 
Heights 
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flQrida? 


Duval  Co. /Jacksonville 

Batonvllle 

Gainesville 

Hialeah 

Hillsborough  Co. /Tampa 
Lee  Co. /Fort  Myers 
Manatee  Co. /Bradenton 
Marion  Co. /Ocala 
Miami /Dade  Co. 
Orlando/Orange  Co. 

Polk  County 
Riviera  Beach 
Sarasota 

Seroinole/Brevard 
Pinellas 
Volusia  County 


Mew  York;  Brooklyn 
Buffalo 
Mott  Haven 
(South  Bronx) 


Ohio;  Lima 

Oklahoma ;  Oklahoma  City 

Texas;  Corpus  Christ! 
Dallas 

Utah;  Salt  Lake  city 


QUBBTIOMs  Given  the  fact  that  the  budget  request  for  the 
Weed  and  Seed  program  for  fiscal  year  1995  is  essentially 
the  same  as  1994,  how  will  new  sites  be  funded  on  a  continu¬ 
ing  basis? 


ANSWER:  The  President's  budget  request  for  the  Weed  and 
Seed  program  for  1995  is  $13,456  million,  plus  an  additional 
$10  million  of  Byrne  discretionary  grant  funds  will  be 
targeted  to  the  Weed  and  Seed  program,  for  a  total  of 
$23,456  million.  This  amount  will  cover  continuation  costs 
for  the  10  sites  initiated  in  1994,  costs  for  additional 
sites  to  be  initiated  in  1995,  and  training  and  technical 
assistance  costs. 


QUESTION t  Which  Of  the  present  21  sites  will  no  longer  be 
eligible  for  funding  in  1995,  given  the  decision  to  sunset 
Weed  and  Seed  sites  after  36  months  (except  those  begun  in 
1991,  which  will  be  limited  to  4  years  of  funding)? 

ANSWER:  Of  the  21  currently  funded  sites,  the  following  20 
will  reach  the  three-fiscal-year  funding  limit  set  by  the 
Attorney  General  in  fiscal  year  1994  (four  fiscal  years  in 


the  case  of  sites  initiated 

Atlanta,  GA 
Charleston,  SC 
Chelsea,  MA 
Chicago,  IL 
Denver,  CO 
Fort  Worth,  TX 
Kansas  City,  MO 
Los  Angeles,  CA 
Madison,  WI 
Omaha ,  NE 

Tha  North  Charleston  site, 
will  be  eligible  to  receive 
year  1995. 


in  fiscal  year  1991) : 

Philadelphia,  PA 
Pittsburgh,  PA 
Richmond,  VA 
San  Antonio,  TX 
San  Diego,  CA 
Santa  Ana ,  CA 
Seattle,  WA 
Trenton,  NJ 
Washington,  DC 
Wilmington,  DE 

initiated  in  fiscal  year  1993, 
continuation  funding  in  fiscal 


¥- 
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tiffitiQnal  Pfirfprwflngg  Rgvigw  LflbgratQry.  \ 

QUESTION!  According  to  tho  Justice  Dspartasnt  budget 
Justification  (page  10  of  Weed  and  Seed  Fund),  in  1994  the 
Departaent  is  initiating  a  National  Perforaance  Review 
Laboratory  "Related  to  Coaprehensive  Anti-Criae  and  Social 
Service  Delivery  Strategies".  Up  to  five  Weed  and  Seed 
sites  would  be  selected  for  this  lab. 

How  will  this  lab  work? 

ANSWER:  The  Executive  Office  for  Weed  and  Seed  and  the 

Bureau  of  Justice  Assistance. are  providing  financial  support 
of  approximately  $1.4  million  to  the  National  Performance 
Review  Laboratory  Related  to  Comprehensive  Anti-Crime  and 
Social  Service  Delivery  Strategies.  The  purpose  of  the  NPR 
lab  is  to  develop  and  demonstrate  an  approach  for  enhancing 
the  delivery  of  Federal  support  to  troubled  neighborhoods 
for  coordinating  State,  local,  and  private  resources,  and 
evaluating  the  effectiveness  of  the  community  strategies  in 
revitalizing  neighborhoods.  Up  to  five  Weed  and  Seed  sites 
will  be  selected  to  participate  in  the  NPR  lab. 

A  primary  component  of  this  activity  will  be  the  provision 
of  technical  assistance  to  the  sites  for  comprehensive 
strategy  development  and  the  design  and  implementation  of 
component  programs.  The  lab  is  designed  to: 

•  Identify  obstav \es  and  possible  solutions  that  local 
communities  encounter  in  using  Federal  resources  when 
designing  and  implementing  neighborhood-based  comprehen¬ 
sive  programs.  This  will  involve  mapping  the  flow  of 
Federal  resources  into  the  community. 

•  Assist  neighborhoods  to:  (1)  refine  and  enhance  their 
Weed  and  Seed  strategy,  emphasizing  community  policing 
and  social  service  delivery;  and  (2)  design,  fund,  and 
evaluate  the  programs  they  select  to  implement. 

•  Establish  a  Federal  Resource  Assistance  Center  to 
provide  guidance  on  the  use  of  Federal  funds  to  assist 
communities  in  developing  integrated  neighborhood- based 
strategies  and  supporting  component  programs. 

•  Design  and  implement  an  evaluation  of  the  results 
obtained  by  the  communities  from  this  project. 

QUESTIONS  How  will  sites  be  chosen? 

ANSWER:  As  the  NPR  lab  is  currently  envisioned,  up  to  5 

Weed  and  Seed  sites  would  be  selected  from  a  group  of  10 
eligible  sites  (including  pilot  demonstration  and  officially 
recognized  sites) . 

QUESTION:  What  will  be  the  nature  of  the  programs  funded  by 
other  Departments  as  part  of  this  multi-agency  effort? 
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ANSWER:  The  other  Department  programs  as  part  of  this 

effort  are  those  that  deliver  support  to  troubled  neighbor- 
hoods.  Examples  include: 

Department  of  Housing  and  Urban  Development: 

Family  Investment  Centers 
Tenant  Opportunity  Program 
Community  Policing  Training 
Strategy  Development  Training 
Department  of  Labor: 

Youth  Fair  Chance  Program 
Small  Business  Administration: 

Small  Business  Development  Center 
Department  of  Health  and  Human  Services: 

Aid  to  Families  with  Dependant  Children/JOBS  Program 
Community  Partnership  Program 
Department  of  Agriculture: 

Youth-at-risk  activities  and  technical  assistance  from 
the  extension  service  to  assist  in  designing  urban  4-H 
programs . 

QUESTION!  Hew  will  funding  decisions  be  coordinated  with 
other  agencies  participating  in  this  effort? 

ANSWER:  This  NPR  lab  involves  designing  and  implementing 

flexible  Federal  funding  approaches,  including: 

•  leveraging  State,  local,  and  private  resources  in 
support  of  the  comprehensive  strategy; 

•  multiagency  review  of  community  strategies  and  component 
programs; 

•  single  applications  for  multiple  Federal  resources;  and 

•  single  applications  for  multiple  Federal  resources 
combined  in  a  single  award. 

Assets  Forfeiture  and  WorkincL  Capltal._Fund  Balances. 

QUESTION:  Ky  understanding  is  that  the  Justice  Department 

has  $53  million  available  from  1993  surplus  funds  through 
the  Assets  Forfeiture  Fund.  In  addition,  the  Working 
Capital  Fund  carried  over  into  1994,  $98.7  million  in 

uncommitted  funds. 

Both  these  balances  can  be  used  to  enhance  law  enforcement, 
including  additional  equipment  and  automated  data  process¬ 
ing. 

Will  we  be  receiving  a  reprogramming  for  the  use  of  these 
funds?  How  do  you  propose  that  they  be  used  in  1994? 

ANSWER:  The  Department  will  forward  to  the  Congress  the 

required  notification  as  soon  as  the  Office  of  Management 
and  Budget  has  reviewed  the  Attorney  General's  decisions  to 
use  the  super  surplus  funds  and  Working  Capital  Fund 
balances  this  year.  The  Department  has  evaluated  priority 
needs  for  these  resources  in  view  of  constrained  budgets 


enacted  for  1994  and  the  need  to  absorb  significant  price 
increases  this  year.  The  formal  notification  was  sent  to 
the  Office  of  Management  and  Budget  on  May  23,  1994. 

QUESTION:  Do  all  these  funds  need  to  be  obligated  In  1994, 
or  can  any  portion  of  them  carryover  for  use  in  19957 

ANSWER:  The  super  surplus  balances  and  Working  Capital  Fund 
balances  are  available  “without  fiscal  year  limitation,” 
and,  therefore,  do  not  have  to  be  fully  obligated  in  1994. 
However,  it  is  highly  likely,  given  funding  needs  across  the 
various  law  enforcement  agencies,  that  most  of  these  surplus 
balances  will  be  obligated  in  1994. 

QUESTION:  What  is  your  estimate  of  the  uncommitted  balances 
that  might  be  available  in  the  Working  Capital  Fund  at  the 
beginning  of  fiscal  year  1995? 

ANSWER:  Until  decisions  are  final  regarding  the  use  of  the 
Working  Capital  Fund  balances  this  year,  it  is  not  possible 
to  estimate  the  amount  that  might  carry  forward  into  1995. 
While  it  is  possible  that  further  unobligated  balances  from 
previous  years  may  be  available  for  transfer  into  the 
Working  Capital  Fund,  it  is  unlikely  that  amounts  will 
approximate  last  year's  transfers.  In  1993,  unobligated 
balances  from  five  previous  years  were  reviewed  and  made 
available.  This  year.  Department  components  will  have  only 
one  additional  year's  balances  that  may  be  available  for 
transfer.  Further,  Department  components  are  reluctant  to 
transfer  prior  year  balances  until  they  know  the  outcome  of 
back  pay  decisions  resulting  from  the  Adams  and  related  case 
settlements.  These  settlements  may  result  in  major  new 
payments  from  prior  year  balances. 

QUESTION:  Will  a  so-called  *'8upar-surplua"  be  available  in 
the  Assets  Forfeiture  Fund  at  the  end  of  fiscal  year  19947 
If  so,  do  you  have  an  estimate  of  balances? 

ANSWER:  No  super  surplus  balance  is  anticipated  for  1994. 
Additional  financial  responsibilities  proposed  for  the  Fund 
in  1995  will  use  significant  resources,  including  up  to  $16 
million  for  the  payment  of  overtime  for  State  and  local  law 
enforcement  officers  (of  which  $2  million  is  for  the  Metro 
Area  Drug  Task  Force)  and  up  to  $8  million  for  nonpersonnel 
costs  of  the  United  States  Marshals  Service  seized  asset 
program.  Further,  in  1994  $7.75  million  has  been  committed 
for  funding  at  Weed  and  Seed  sites.  This  may  be  a  recurring 
requirement.  These  additional  costs  were  not  funded  in  1994 
and  prior  years.  Therefore,  the  carry-forward  balance  into 
1995  will  need  to  be  increased  to  cover  these  new  demands  on 
the  Fund. 


Senior  Executive  Service  Personnel 

QUESTION:  Plsasm  provide  the  commlttse  with  the  number  of 
senior  Executive  Service  (BBS)  positions  for  each  applicable 
bureau,  division,  or  account  within  the  Justice  Department, 
including  a  chart  displaying  the  ratio  of  SES  positions  to 
total  positions. 
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For  thoso  divisions  with  m  ratio  of  hsttsr  than  1  8B8 
position  par  lOO  total  positions,  plsass  provids  a  dstallsd 
justification  explaining  ths  reason  for  ths  number  of  such 
senior  positions. 

Please  provide  the  committee  with  an  estimate  of  the  savings 
that  could  be  achieved  in  each  applicable  division  if  the 
ratio  of  8E8  positions  compared  to  total  employees  did  not 
exceed  1  to  100. 

ANSWER:  A  chart  providing  the  Department's  ratio  of  SES 

positions  to  total  positions  is  attached.  There  are 
components  within  the  Department  that  do  not  meet  the  1  to 
100  ratio  because  of  the  structure  of  that  component  or  the 
nature  of  the  workload.  The  components  that  do  not  meet  the 
ratio  are  the: 

,  General  Administration  -  this  component  includes  many 
senior  policy  managers  that  oversee  not  only  the  immedi¬ 
ate  policy  offices,  but  the  Department  as  a  whole. 
Employees  assigned  to  the  senior  policy  offices  are 
directly  involved  in  the  management  of  the  Federal 
criminal  justice  system.  The  ratio  of  SES  positions  to 
total  GA  positions  is  appropriate  due  to  the  scope  of 
responsibility  for  the  Department's  national  investiga¬ 
tive  and  litigative  policies  for  the  Federal  Government. 
Those  employees  assigned  to  the  Senior  Policy  Offices 
are  appropriately  classified  as  SES  employees. 

.  Office  of  the  Inspector  General  -  this  component  also 
oversees  the  programs  of  the  Department  as  a  whole  in 
addition  to  its  direct  staff. 

,  General  Legal  Activities  and  the  Antitrust  Division  - 
the  Department's  legal  divisions  supervise  not  only 
employees  in  their  components,  but  also  the  work  of  many 
other  attorneys  Involved  in  Federal  litigation.  There¬ 
fore,  this  SES  ration  is  appropriate. 

.  United  States  Trustees  -  the  component  managers  not  only 
oversee  their  direct  staff,  but  also  the  work  of  private 
trustees.  Therefore,  this  is  an  appropriate  SES  ratio. 

.  National  Institute  of  Corrections  -  the  one  SES  position 
in  this  component  is  the  head  of  the  organization.  It 
is  appropriately  headed  by  an  SES-level  manager. 

.  Office  of  Justice  Programs  (OJP)  -  this  organization  is 
unique  in  the  Department,  in  that  there  are  six  posi¬ 
tions  legislatively  mandated  to  be  "appointed  by  the 
President,  by  and  with  the  advice  and  consent  of  the 
Senate".  Traditionally,  each  of  the  Presidential 

appointees  has  a  deputy  who  is  an  SES  noncareer  ap¬ 
pointment,  Given  the  nature  of  the  agency's  structure, 
which  was  established  by  Congress,  it  would  be  extremely 
difficult  to  achieve  a  ratio  close  to  1  SES  position  per 
100  total  positions.  Each  of  the  OJP  bureaus  is  respon¬ 
sible  for  separate  and  distinct  programmatic  missions 
and  each  retains  independence  in  the  areas  of  program 
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development,  program  implementation,  and  grant  making 
authority.  The  overall  programmatic  mission  of  OJP  and 
its  five  bureaus  is  also  unique  in  the  Justice  Depart¬ 
ment. 

The  Department  is  in  need  of  employees  of  high  caliber  that 
possess  specialized  knowledge,  expertise,  and  experience. 
Therefore,  we  cannot  estimate  a  saving  because  we  believe 
that  these  positions  are  appropriately  graded. 


DEPARTMENT  OF  JUSTICE 
RATIO  OF  SES  POSITIONS  TO  TOTAL  POSITIONS 


APPROPRIATION 

SES 

1994 

POSITIONS 

RP  OTP  REIMB 

TOTAL 

# 

EMPLOY 

PER 

SES 

DJSCRETXJNAPY 

FUNCTIONAL  CODE:  750 

GENERAL  ADMNI8TRATION . - . 

48 

1.156 

106 

847 

2,157 

43.94 

OFFICE  OF  THE  INSPECTOR  GENERAL . 

7 

335 

4 

81 

427 

60.00 

WEED  AND  SE®  FUND . . . 

7 

7 

U.8.  PAROLE  COMMISSION . - . 

... 

78 

25 

103 

GENERAL  LEGAL  ACTIVITIES . 

127 

3,524 

131 

266 

4,048 

30.87 

ANTITRUST  DIVISION....^ . . . - . 

26 

451 

32 

211 

720 

26.69 

U.S.ATTORNEVS . . . . - . 

6 

8,239 

930 

915 

10,090 

1680.67 

U.S.  MARSHALS . . . . . 

8 

3,645 

136 

62 

3,853 

480.63 

COMMUNITY  RELATXJNS  SERVICE . 

1 

119 

6 

128 

127.00 

U.S.  TRUSTEES..- . . - . 

25 

1,139 

14 

1,178 

46.12 

FEDERAL  BUREAU  OF  INVEST1QA7K5N . 

178 

21 ,937 

150 

2,756 

25,021 

139.57 

DRUG  ENFOnCEM0<T  AOMNISTRATION . 

60 

5,996 

80 

1,035 

7,171 

118.52 

IMMIGRATION  AND  NATURAU2ATI0N  SERVI 

34 

19,441 

1,019 

7,475 

27.969 

821.62 

FEDERAL  PRISON  SYSTEM; 

SALARIES  AND  EXPENSES . 

41 

25,860 

222 

280 

26,403 

775.56 

NAT  L  INSTITUTE  OF  CORRECTIONS . 

1 

52 

1 

54 

53.00 

BUILDINGS  AND  FACILITIES . 

320 

1 

321 

FEDERAL  PRISON  WOUSTRIES . 

4 

1,626 

24 

1,654 

412.50 

COMMISSARY . . . . 

TOTAL  FEDERAL  PRISON  SYSTEM . 

46 

27,858 

248 

280 

1,241 

OFFICE  OF  JUSTXJE  ASSISTANCE .  j 

10 

348 

40 

398 

38.80 

SUBTOTAL  OOMESTTC  OISCRETIONAW . 

576 

94,273 

2,925 

13,928  111,702 

4,855 

FUNCTXJNAL  COPE:  1 50 

FOREIGN  CLAIMS  SETTLEMENT  COMMISSK 

13 

2 

15 

TOtAU  DISCRETIONARY  AUTHORIT 

576 

94,286 

2.927 

13,928  111,717 

4,855 

Radiation  Exposure  Compensation  Pcwments 

QUESTION:  The  Administration  is  not  requesting  appropria¬ 
tions  from  the  Radiation  Exposure  Compensation  Trust  Fund  in 
1995.  Why  is  that? 

ANSWER:  The  Civil  Division  is  keeping  pace  with  applica¬ 
tions,  processing  them  on  a  timely  basis  and  approving 
applications  which  meet  the  statutory  requirements.  Through 
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the  end  of  February,  3,709  claims  had  been  filed;  1,647 
claims  had  been  approved;  and  $108,851,000  in  payments  had 
been  made  out  of  the  trust  fund. 

Based  upon  the  availability  of  funds  from  the  trust  fund 
(see  the  following  responses) ,  no  additional  appropriations 
will  be  needed  until  1996,  as  long  as  there  are  no  major 
revisions  to  the  statute  before  that  time. 

The  reason  why  1993  funds  are  sufficient  to  cover  claims 
through  1995  is  that  the  number  of  claims  received  and 
awards  made  have  been  less  than  original  projections.  Our 
original  projections  were  based  on  necessarily  imprecise 
estimates  drawn  from  epidemiological  data.  These  estimates 
have  proven  too  high. 

QUBSTIONi  What  is  the  estimated  carryover  in  appropriations 
from  1994  to  19957 

ANSWER:  We  have  updated  our  estimates  since  the  submission 
of  the  President's  budget.  At  the  start  of  1994,  the  Trust 
Fund  balance  was  $126,320,000.  The  1994  workload  is 
estimated  at  1,833  claims,  comprising  732  claims  pending 
from  1993  and  1,101  new  claims.  The  Civil  Division  esti¬ 
mates  that  1,625  claims  will  be  resolved,  of  which  727  will 
be  approved.  An  estimated  $71,000,000  will  be  paid  from  the 
fund,  leaving  a  balance  of  $55,320,000  to  carryover  into 
1995. 

QDESTIOMt  What  are  the  estimated  payments  to  claimants  in 
1994  and  19957  Will  sufficient  funds  be  available  to  cover 
these  payments7 

ANSWER:  The  Civil  Division  estimates  that  $71,000,000  will 
be  paid  to  claimants  in  1994,  leaving  a  balance  of 
$55,320,000  million  to  carryover  into  1995.  In  1995,  the 
Division  estimates  approving  492  claims,  totaling 
$37,500,000.  Thus,  there  will  be  sufficient  funds  in  the 
Trust  Fund  to  pay  claimants  in  1995. 

Cooperative  Agreement  Program  (CAP)  Jail  Space 

QUE8TI0NX  The  United  States  Marshals  Service  (USM8)  is 
responsible  for  the  support  of  United  States  prisoners  in 
their  custody*  An  important  component  of  the  Marshals 
service  detention  responsibilities  is  the  Cooperative 
Agreement  Program,  or  CAP*  This  program  provides  capital 
funding,  to  state  and  local  governments  for  renovation  and 
construction  of  detention  facilities  in  return  for  long¬ 
term,  guaranteed  jail  apace  for  Federal  prisoners. 

For  1994,  $16  million  is  available  for  CAP  through  the 
Bureau  of  Prisons  construction  account.  Although  the 
average  prisoner  population  under  the  Marshals  jurisdiction 
is  estimated  to  increase  from  20,600  in  1994  to  21,700  in 
1995,  no  funding  is  proposed  for  CAP  in  1995. 
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Why  is  funding  not  being  requested  for  this  program?  Does 
the  Department  expeot  the  prisoner  population  to  deoraase  in 
the  future? 

ANSWER:  In  1994,  the  CAP  program  received  an  appropriation 
of  $20  million  in  the  Bureau  of  Prisons  (BOP)  Buildings  and 
Facilities  (B&F)  account.  This  is  in  addition  to  the  $16 
million  in  BOP's  B&F  account  that  was  reprogrammed  to  CAP  in 
1994  from  the  cancellation  of  two  detention  construction 
projects  at  Butner,  North  Carolina  and  Memphis,  Tennessee. 
Because  of  changing  economic  conditions,  CAP  opportunities, 
which  were  more  cost  effective  than  construction,  became 
available  to  provide  necessary  bedspace  in  these  two  areas 
before  the  actual  construction  began. 

Although  there  is  still  a  sizeable  shortage  of  Federal 
detention  bedspace,  the  Federal  detention  population  appears 
to  have  stabilized  in  1993,  while  the  sentenced  population 
continues  to  grow.  Thus,  with  respect  to  additional 
bedspace,  the  priority  for  the  1995  request  is  to  increase 
sentenced  capacity.  However,  the  request  does  include 
increases  to  relieve  overcrowding  in  detention  facilities. 
Increases  are  requested  in  the  prison  operations  account  for 
new  activations  and  annualized  operational  expenses  for  a 
1,043-bed  detention  center  in  Oklahoma  City,  Oklahoma;  a 
1,233-bed  detention  center  in  Miami,  Florida;  a  1,000-bed 
joint  INS/BOP  contract  facility  in  Eloy,  Arizona;  and  three 
new  detention  units  at  existing  facilities. 

Despite  a  relatively  stable  population,  the  varied  anti¬ 
crime  bills  currently  before  Congress  compound  the  diffi¬ 
culty  related  to  prisoner  population  projections.  The 
detention  requirements  of  the  Federal  Government  are  beyond 
the  control  of  the  USMS,  which  is  at  the  receiving  end  of 
the  Federal  law  enforcement  and  prosecution  process.  Over 
the  past  decade,  the  USMS  prisoner  population  has  increased 
265  percent  as  a  result  of  successful  law  enforcement 
investigative  and  prosecutorial  initiatives.  The  federal¬ 
ization  of  various  crimes  and  the  related  time  necessary  for 
due  process  has  the  potential  to  increase  future  Support  of 
United  States  Prisoners  funding  requirements  dramatically. 

We  are  currently  projecting  an  annual  detention  population 
growth  of  approximately  five  percent.  As  demonstrated  by 
the  following  chart,  the  growth  in  the  Federal  detention 
population  has  been  extremely  erratic  and  unpredictable  over 
the  past  decade,  which  makes  projecting  population  levels  a 
formidable  task. 
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Average 

Percent 

Fiscal 

Prisoner 

Change  Over 

Year 

Population* 

Previous  FY 

1984 

5,383 

Not  Available 

1985 

6,428 

19.4 

1986 

7,329 

14.0 

1987 

7,262 

-0.9 

1988 

8,857 

22.0 

1989 

11,740 

32.6 

1990 

13,390 

14.1 

1991 

16,233 

21.2 

1992 

19,474 

20.0 

1993 

19,641 

0.9 

*The  annual  average  of  prisoners  in  custody  at  the  end  of 
each  month. 


During  the  first  quarter  of  1993,  the  USHS  population  grew 
nine  percent  over  the  same  time  period  in  the  previous  year. 
However,  the  population  then  stabilized,  resulting  in  an 
overall  annual  growth  rate  of  less  than  one  percent.  At 
this  time,  it  would  be  premature  to  predict  that  this  slow- 
growth  trend  will  continue,  especially  in  light  of  the  fact 
that  since  1984,  the  USHS  prisoner  population  has  increased 
annually  by  an  average  of  16  percent  per  year. 

Priorities  within  the  Crime  Control  Fund 

QUESTION I  According  to  the  Justice  Department  budget 
justification  (page  20  of  the  Summary  Table  section),  some 
of  the  intended  uses  of  funds  that  would  be  provided  through 
the  Crime  Control  Fund  include  efforts  "to  reinvigorate 
enforcement  of  civil  rights,  antitrust  and  environmental 
laws'* .  The  regular  budget  for  the  Justice  Department 
already  includes  enhanced  budget  requests  in  theses  areas. 

Do  you  believe  a  fund  set  aside  for  efforts  to ^control  and 
prevent  the  spread  of  violent  crime  should  be  used  for  these 
purposes?  specifically,  how  much  is  the  Justice  Department 
requesting  in  each  of  these  areas  through  the  crime  Fund? 

ANSWER;  The  reference  on  page  20  of  the  Summary  Table 
section  is  in  error.  It  refers  to  the  enhancement  requested 
for  these  programs  in  the  regular  Justice  Department  budget. 
Although  enforcement  of  civil  rights,  antitrust,  and 
environmental  laws  are  extremely  important  initiatives,  it 
is  not  appropriate  to  use  the  Crime  Fund  for  these  purposes, 
unless  such  efforts  are  associated  with  the  control  of 
violent  crime. 


GSA  Rent  Increases 

QUESTION:  Overall,  GSA  rent  increases  for  the  Department  of 
Justice  are  due  to  increase  by  $56.8  million  in  1995. 

My  understanding  is  that,  based  on  recalculations  of  GSA 
rent  and  on  a  decision  by  the  Administration  to  impose  a 
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gttn^ral  raduotion  on  tho  Inoraaao  for  Bucb  ront^  savings  can 
bs  aohisvsd*  If  so,  what  savings  can  ba  assuMsd  for  tha 
Dapartnant  of  Justioa,  and  in  what  appropriations  accounts? 

ANSWER:  The  attached  chart  provides  the  information 
requested.  However,  it  is  unlikely  that  these  savings  can 
be  achieved  unless  Congress  agrees  to  the  proposal  that  new 
Federal  buildings  will  be  funded  from  direct  appropriations. 
Currently,  GSA  rent  rates  include  a  surcharge  that  is  used 
to  fund  some  new  Federal  construction.  If  this  surcharge  is 
not  removed,  this  savings  will  not  be  achieved.  Further, 
these  savings  were  calculated  based  on  the  space  inventory 
estimates  developed  a  year  ago.  This  inventory  overstates 
the  Department's  total  space  because  Department  components 
have  reduced  their  space  requests  based  on  the  1994  appro¬ 
priations  and  the  Administration's  effort  to  reduce  costs. 
Therefore,  this  level  of  savings  will  be  very  difficult  to 
achieve. 
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DEPARTMENT  OF  JUSTICE 
GSA  RENT  REDUCTION 
(IN  THOUSANDS  OF  DOLLARS) 


GENERAL  ADMINISTRATION .  (575)  (37) 

OFFICE  OF  THE  INSPECTOR  GENERAL .  (159)  (24) 

WORKING  CAPITAL  FUND .  0  (387) 

GENERAL  LEGAL  ACTIVITIES .  (1.945)  (99) 

ANTITRUST  DIVISION .  (227)  0 

U.S.  ATTORNEYS .  (3,189)  (180) 

U.S.  MARSHALS .  (1,195)  (95) 

COMMUNITY  RELATIONS  SERVICE .  (38)  0 

U.S.  TRUSTEES .  (179)  0 

FEDERAL  BUREAU  OF  INVESTIGATION .  (7,714)  (572) 

DRUG  ENFORCEMENT  ADMINISTRATION .  (3,372)  (141) 

IMMIGRATION  AND  NATURALIZATION  SERVICE..  (2,558)  (15) 

FEDERAL  PRISON  SYSTEM .  (448)  0 

OFFICE  OF  JUSTICE  ASSISTANCE .  (118)  0 

SUBTOTAL.  DOMESTIC  DISCRETIONARY .  (21,717)  (1,550) 

FUNCTIONAL  CODE:  150 

FOREIGN  CLAIMS  SETTLEMENT  COMMISSION  ...  (5)  0 

SUBT,  DISCRETIONARY  AUTH .  (21.722)  (1,550) 

PRE-MERGER  RUNG  FEES .  0  (155) 

U.S.  TRUSTEES .  0  (218) 

ASSETS  FORF  FUND  PERM  BUD  AUTH .  0  (92) 

DIVERSION  CONTROL  FEE .  0  (298) 

IMMIGRATION  USER  FEE .  0  (287) 

IMMIGRATION  LEGALIZATION .  0  (4) 

IMMIGRATION  EXAMINATIONS  FEE .  0  (920) 

BREACHED  BOND/DETENTION  FUND .  0  (14) 

SUBT,  FEE-FUNDED  ACCOUNTS .  0  (1,988) 
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SUBCX>MMnTE£  RECESS 

Senator  Rollings.  The  subcommittee  will  be  in  recess  until 
Tuesday,  April  12,  subject  to  the  call  of  the  Chair,  and  we  thank 
you  veiy  much. 

Ms.  KENO.  Thank  you,  Mr.  Chairman. 

[Whereupon,  at  11:40  a.m.,  Wednesday,  March  23,  the  sub¬ 
committee  was  recessed,  to  reconvene  at  10  a.m.,  Tuesday,  April 
12.] 


DEPARTMENTS  OF  COMMERCE,  JUSTICE,  AND 
STATE,  THE  JUDICIARY,  AND  RELATED 
AGENCIES  APPROPRIATIONS  FOR  FISCAL 
YEAR  1996 


TUESDAY,  APRIL  12,  1994 

U.S.  Senate, 

Subcommittee  of  the  Committee  on  Appropriations, 

Washington,  DC, 

The  subcommittee  met  at  10:07  a.m.,  in  room  S-146,  the  Capitol, 
Hon.  Ernest  F.  Rollings  (chairman)  presiding. 

Present:  Senators  Rollings,  Kerrey,  Domenici,  Hatfield,  and  Ste¬ 
vens. 


DEPARTMENT  OF  COMMERCE 
National  Oceanic  and  Atmospheric  Administration 

STATEMENT  OF  DR,  D.  JAMES  BAKER,  UNDER  SECRETARY  FOR 
OCEANS  AND  ATMOSPHERE 

ACCOMPANIED  BY: 

DOUG  HALL,  ASSISTANT  SECRETARY  FOR  OCEANS  AND  ATMOS¬ 
PHERE 

DIANA  JOSEPHSON,  DEPUTY  UNDER  SECRETARY  FOR  OCEANS 
AND  ATMOSPHERE 
KATHY  SULLIVAN,  CHIEF  SCIENTIST 
ANDREW  MOXAM,  COMPTROLLER 

OPENING  REMARKS 

Senator  Rollings.  Today  we  will  review  the  budget  requests  for 
the  National  Oceanic  and  Atmospheric  Administration  and  Depart¬ 
ment  of  Commerce  technology  programs,  including  the  Nationm  In¬ 
stitute  of  Standards  and  Technolo^,  We  will  hear  first  from  Dr. 
James  Baker,  the  Under  Secretary  for  Oceans  and  Atmosphere. 

For  fiscal  year  1995,  the  President’s  budget  requests  discre¬ 
tionary  appropriations  totaling  $1,894  billion.  This  represents  al¬ 
most  one-half  the  total  Department  of  Commeice’s  budget. 

Dr.  Baker,  we  are  pleased  to  welcome  to  the  committee  with 
your  associates,  and  we  would  be  delighted  to  hear  from  you.  Your 
full  statement  will  be  included  in  the  record.  You  can  highlight  it 
if  you  wish,  or  read  it  in  its  entirety.  Just  whatever  you  say.  We 
have  not  heard  from  you  very  much. 

Dr.  Baker.  Mr.  Chairman,  thank  you  very  much. 

Senator  DOMENICI.  Mr.  Chairman,  might  I  just  have  a  few  re¬ 
marks? 
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Senator  Hollings.  Please.  I  am  sorry. 

Senator  DOMENICI.  First,  I  join  you,  too,  in  welcoming  our  wit¬ 
nesses.  The  combined  budget  request  for  NOAA  and  NIST  is  about 
$3  billion.  That  is  more  than  one-half  of  the  total  request  of  the  De¬ 
partment  of  Commerce,  which  I  believe  is  about  $4.3  billion. 

With  both  agencies  we  have  a  couple  of  msyor  budget  issues,  and 
I  just  want  put  them  on  the  table.  First,  the  National  Oceanic 
and  Atmospheric  Administration  assumes  $88  million  in  new  user 
fees  to  offset  proposed  increases  for  fisheries  and  marine  sanctuary 
programs.  I  might  say,  to  my  knowledge,  we  have  no  details,  Mr. 
Chairman,  on  how  this  proposal  would  be  implemented. 

Indeed,  as  currently  proposed,  the  additional  fees  will  add  $52.8 
million,  ^most  $53  million  in  outlays  above  the  level  assumed  in 
the  President's  budget,  according  to  the  Congressional  Budget  Of¬ 
fice,  and  I  think  we  at  least  need  to  know  why  that  is  and  what 
effect  it  is  going  to  have. 

For  NIST,  there  is  a  significant  difference,  also,  between  0MB 
and  CBO  in  the  scoring  of  outlays  for  grant  praams,  especially 
the  advanced  technology  program.  The  Budget  Office,  CBO,  esti¬ 
mates  that  0MB  has  underestimated  that  by  $72.4  million. 

These  are  only  scorekeeping  issues,  and  not  necessarily  sub¬ 
stantive  or  policy  issues,  but  I  think  we  have  to  try  to  iron  them 
out  or  we  will  run  into  difficulty  along  the  way. 

Thanks,  Mr.  Chairman.  I  am  pleased  to  be  here. 

Senator  Hollings.  Very  good.  Dr.  Baker. 

SUMMARY  STATEMENT 

Dr.  Baker.  Mr.  Chairman,  Senator  Domenici,  I  am  pleased  to  ap¬ 
pear  here  today  in  support  of  our  1995  budget  request  for  NOAA. 

I  am  accompanied  by  Doug  Hall,  our  Assistant  Secretary,  and 
Andy  Moxam,  our  Comptroller.  Also,  we  have  our  program  man¬ 
agers  here. 

May  I  say  at  the  beginning,  Mr.  Chairman,  today  is  the  eve  of 
a  GOES  launch  which  will  occur  tomorrow  morning  at  about  2  a.m. 
It  is  almost  3  years  since  your  leadership  demonstrated  the  prob¬ 
lems  in  the  GOES  program  and  identified  the  need  for  a  change 
in  the  management  of  that  prop^am,  the  GOES  contingency  plan, 
the  establishment  and  recognition  by  Loral  of  the  problems  that 
need  to  be  identified.  Thanks  to  your  leadership  and  guidance 
there,  we  have  a  program  that  at  least  is  on  schedule  and  on  track 
to  be  launched  tomorrow  morning. 

Senator  Hollings.  We  are  looking  forward  to  it.  We  had  exten¬ 
sive  hearings  in  the  summer  of  1991  on  this  GOES-NEXT  satellite 
program.  It  was  way  over  budget  and  way  behind  schedule.  News 
reports  said  the  sensors  didn’t  work.  Mr.  Schwartz,  from  Loral,  tes¬ 
tified.  Loral  had  just  acquired  Ford  Aerospace.  He  testified  that  he 
could  get  the  GOES  program  back  on  track,  and  I  think  he  has. 

Dr.  Baker.  Well,  as  you  know,  we  have  restructured  NOAA  with 
a  very  strong  Systems  Program  Office.  That  Office,  plus  a  recogni¬ 
tion  within  our  satellite  program  of  the  importance  of  following 
that  guidance  has  laade  a  rem  difference,  so  we  very  much  appre¬ 
ciate  your  interest  in  helping  the  agency  there. 

As  you  know,  we  have  restructured  our  NOAA  budget  from  the 
previous  organization-based  structure  to  the  new  budget  structure, 
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which  mirrors  our  strategic  plan.  This  structure  allows  us  for  the 
first  time  to  link  NOAA*s  programs  directly  with  the  agencywide 
goals  and  objectives.  It  has  been  a  big  help  to  us  by  giving  us  the 
tiexibility  to  apply  our  resources  across  traditional  program  ele¬ 
ments  and  implement  more  cost-effective  techniques  and  be  more 
responsive  to  users. 

The  Department  of  Commerce  has  divided  its  1995  budget  re¬ 
quest  into  five  themes.  NOAA  programs  are  included  in  two  of 
those,  one  on  environmental  stewardship  and  assessment,  and  one 
on  civilian  technology.  We  felt  that  the  formulation  process  for 
NOAA’s  budget  this  year  was  highly  interactive  and  positive.  We 
were  engaged  fully  with  the  Department  of  Commerce  and  the  Of¬ 
fice  of  Management  and  Budget  in  discussing  all  the  issues,  and  re¬ 
ceived  good  support  throughout  that  process. 

Our  total  1995  budget  request  is  $1,964  billion,  basically  un¬ 
changed,  a  little  lower  than  the  1994  appropriation,  but  the  budget 
does  include  significant  changes  which  will  advance  our  environ¬ 
mental  research  and  resource  management  responsibilities  and 
support  the  President’s  high  priority  agenda  items.  This  is  reflected 
in  an  increase  from  fiscal  year  1994  of  about  8.3  percent,  or  $138 
million  in  our  “Operations,  research,  and  facilities”  account. 

I  would  like  just  to  quickly  summarize  our  1995  budget  initia¬ 
tives  which  are  reflected  in  our  strategic  plan.  Our  environmental 
stewardship  programs  include  building  sustainable  U.S.  fisheries, 
recovering  protected  species,  coastal  ecosystems  health,  and  mod¬ 
ernizing  navigation  and  positioning  services. 

We  are  requesting  $259  million  to  build  sustainable  U.S.  fish¬ 
eries.  Increases  of  $40.6  million  are  proposed  to  maintain  ongoing 
operations  and  to  develop  fishery  management  plans  to  address 
more  effectively  the  desperate  situation  that  is  now  facing  our  Na¬ 
tion’s  fisheries.  We  will  continue  financial  support  for  the  eight  re- 
monal  fishery  management  councils,  and  we  will  increase  funding 
for  the  Fishery  Reinvestment  Program  to  assist  the  fishing  indus¬ 


try  during  periods  of  stock  rebuilding. 

We  are  also  continuing  our  efforts  to  improve  our  stewardship  of 
protected  marine  species.  For  1995,  we  request  a  total  of  $50.6  mil¬ 
lion,  an  increase  oi  $19.2  million  over  the  fiscal  year  1995  base  to 
continue  to  fulfill  the  statutory  responsibilities  of  the  Endangered 
Species  Act  and  the  Marine  Mammal  Protection  Act.  The  goal  is  to 
devise  a  strategy  and  approach  to  reduce  listings  of  species  as 
threatened  and  endangered. 

Coastal  ecosystems  health  requires  that  economic  development  is 
managed  to  maintain  biodiversity  and  long-term  productivity  from 
sustained  use.  A  total  of  $167.8  million — including  $7.8  million 
from  the  coastal  zone  management  fund — is  requested  for  fiscal 
year  1995.  Our  new  Center  for  Coastal  Ecosystem  Health  now 
being  established  is  an  important  element  in  this  equation.  Full 
funding  for  Coastal  Zone  Management  Act  grants  is  included  in  our 
request.  In  fiscal  year  1995,  we  have  requested  increases  of  $3  mil¬ 
lion  for  improved  management  of  the  Nation’s  marine  sanctuaries 
and  $2.4  million  for  habitat  conservation. 

Proposed  ftinding  for  modernization  of  navigation  and  positioning 
services  is  $76.4  million.  Navigation  and  positioning  technologies 
are  evolving  rapidly.  We  are  moving  toward  use  of  a  new  auto- 


434 


mated  system  capable  of  producing  traditional  paper  nautical 
charts  as  well  as  electronic  chart  products.  New  survey  technology 
providing  full  bottom  coverage  in  shallow  water  will  be  introduced 
in  the  NOAA  fleet. 

NOAA  will  begin  to  apply  these  systems  to  improve  marine  navi¬ 
gational  safety,  enhance  economic  competition,  and  provide  infor¬ 
mation  for  protection  of  sensitive  coastal  marine  environments. 

In  the  area  of  environmental  assessment  and  prediction,  we  will 
improve  our  capability  to  observe,  understand,  and  predict  the  en¬ 
vironment.  Our  investment  strategy  includes  the  following  program 
initiatives:  advancing  short-term  warning  and  forecast  services,  im¬ 
plementing  seasonal  interannual  climate  forecasts,  and  predicting 
and  assessing  decadal-to-centennial  climate  change.  In  the  short¬ 
term  area,  we  will  significantly  improve  our  forecast  and  warning 
services.  We  are  requesting  funds  to  maintain  ongoing  forecast  and 
warning  operations,  including  continuing  the  modernization  and  re¬ 
structuring  of  the  National  Weather  Service.  In  the  case  of  the 
Nexrad,  ASOS,  the  surface  observing  procurements,  and  new  office 
construction,  we  are  on  the  downside  of  the  funding  profile.  For  the 
modernization  and  associated  restructuring  and  demonstration  and 
implementation  initiative,  the  advanced  weather  interactive  proc¬ 
essing  system,  and  the  current  series  of  GOES  and  polar  satellite 
procurements,  we  are  on  the  upside  of  the  funding  profile. 

In  terms  of  seasonal-interannual  forecasts,  we  will  take  signifi¬ 
cant  steps  toward  implementing  reliable  seasonal-to-interannual 
climate  forecasts  to  guide  economic  planning.  We  aim  to  provide, 
in  conjunction  with  our  international  partners,  reliable  1-year  fore¬ 
casts  of  global  climate  variability,  especially  the  El  Nino  southern 
oscillation.  In  1995,  we  request  a  tot^  of  $94.4  million  for  the  sea- 
sonal-to-interannual  climate  initiative.  Included  in  this  initiative  is 
$38.6  million  for  the  President’s  U.S.  Global  Change  Research  Pro¬ 
gram,  reflecting  an  increase  of  $14.7  million  which  directly  sup¬ 
ports  NOAA’s  seasonal-to-interannual  activities. 

In  terms  of  decadal-to-centennial  climate  change,  we  will  con¬ 
tinue  research  designed  to  provide  the  scientific  basis  for  making 
informed  decisions  on  the  control  of  greenhouse  gases  through  the 
U.S.  Global  Change  Research  Program,  and  on  implementation  of 
the  Clean  Air  Act  amendments  of  1990  through  the  new  Health  of 
the  Atmosphere  Program.  To  address  these  changes,  we  request 
$94.1  million  for  the  decadal-to-centennial  initiative. 

Underlying  all  of  our  operating  programs  are  the  capital  assets 
without  which  our  observations,  assessments,  predictions,  and 
stewardship  responsibilities  would  be  impossible.  In  fiscal  year 
1995,  $41  million  are  required  to  maintain  our  capital  assets.  This 
is  comprised  of  $23.1  million  for  fleet  replacement  and  moderniza¬ 
tion  for  critical  maintenance,  repair,  and  chartering,  and  $17.9  mil¬ 
lion  for  environmental  compliance  and  facilities. 

In  terms  of  our  cost-cutting  issues,  we  have  to  pursue  technology 
and  education  programs  that  cross  agency  lines,  tap  external  re¬ 
sources,  expertise,  and  experience.  We  will  share  host  responsibil¬ 
ities  with  NASA  for  the  Vice  President’s  interagency  global  learn¬ 
ing  and  observation  to  benefit  the  environment,  or  GLOBE  Pro¬ 
gram,  a  program  which  will  enhance  global  environmental  aware¬ 
ness,  and  increase  scientific  understanding  of  the  Earth  by  working 
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with  a  worldwide  network  of  schools  to  collect  environmental  obser¬ 
vations.  This  program  focuses  on  environmental  education  and  sci¬ 
entific  data  collection,  and  our  budget  contains  a  $7  million  in¬ 
crease  for  that  program. 

In  terms  of  civilian  technology,  we  will  promote  effective  distribu¬ 
tion  of  data  and  information  from  our  large  environmental  data 
holdings  through  information  technologies  built  on  the  new  na¬ 
tional  information  infrastructure  [Nil],  Our  proposal  to  signifi¬ 
cantly  increase  participation  in  the  President’s  High  Performance 
Computing  and  Communication  [HPCC]  Program  epitomizes  the 
fundamental  Federal  role  in  high  performance  computing  and  com¬ 
munications.  We  are  requesting  $15.5  million  for  this  program  in 
fiscal  year  1995. 

Finally,  as  you  can  see,  not  all  programs  are  increasing.  Our  fis¬ 
cal  year  1995  policies,  as  well  as  resource  allocations,  reflect  a  need 
to  focus  on  those  high  priority  programs  and  investments  with  the 
highest  potential  return.  In  some  cases,  the  reductions  reflect 
planned  decreases  for  major  construction  and  acquisition  programs. 
Other  reductions  include  activities  that  do  not  reflect  NOAA^s  mis¬ 
sion,  do  not  directly  advance  our  strategic  plan  goals,  were  of  lim¬ 
ited  duration,  or  have  been  completed. 

NOAA  is  also  proposing  to  increase  fee  revenues  by  $88  million 
to  be  deposited  into  a  special  fund  of  the  Treasury  to  help  offset 
the  cost  of  administering  our  living  marine  resources  and  marine 
sanctuary  programs.  The  specific  details  of  these  fees  are  currently 
being  developed  in  close  consultation  with  NOAA’s  constituent  com¬ 
munities  and  the  Congress.  Our  guiding  principle  in  developing 
these  fees  include  the  idea  that  the  fees  be  reasonable  and  not  rep¬ 
resent  an  onerous  burden,  and  that  the  revenues  generated  by  the 
fees  be  used  to  benefit  the  people  paying  the  fees. 

For  fiscal  year  1995,  we  propose  to  largely  finance  our  programs 
most  directly  related  to  mapping  and  charting  and  marine  naviga¬ 
tional  safety  from  the  harbor  maintenance  trust  fund  receipts.  Au¬ 
thorizing  legislation  will  be  transmitted  to  permit  this  change  in  fi¬ 
nancing  from  the  “Operations,  research,  ana  facilities”  account.  The 
amount  proposed  to  be  derived  from  the  trust  fund  is  $45.5  million. 

Senator  DOMENICI.  What  was  that  statement,  that  last  part? 

Dr.  Baker.  Financing  our  pro^ams  directly  related  to  mapping 
and  charting  from  the  harbor  maintenance  trust  fund  receipts. 

Senator  Domenici.  $45  million. 

Dr.  Baker.  $45  million. 

Senator  Domenici.  Thank  you. 

Dr.  Baker.  We  believe  we  have  a  1995  budget  that  is  robust,  it 
reflects  an  equitable  balance  between  investments  in  the  future 
and  proposed  savings  necessary  to  control  Government-wide  spend¬ 
ing.  In  this  process,  as  in  the  development  of  the  strategic  plan,  we 
took  into  consideration  many  factors,  including  the  concerns  of  key 
supporters  such  as  those  of  the  committee.  I  look  forward  to  work¬ 
ing  with  you  and  other  committee  members  in  the  coming  months 
in  developing  a  fiscal  year  1995  budget  for  NOAA. 

prepared  statement 

Mr.  Chairman,  thank  you  for  the  opportunity  to  present  this 
brief  summary.  I  look  forward  to  your  comments. 


436 


[The  statement  follows:] 

Statement  of  Dr.  D.  James  Baker 

Mr.  Chairman  and  members  of  the  Committee,  I  am  pleased  and  honored  to  ap¬ 
pear  before  you  today  in  support  of  the  fiscal  year  1995  budget  request  for  the  Na¬ 
tional  Oceanic  and  Atmospheric  Administration  (NOAA).  I  am  accompanied  today 
bv  Do\^  Hall,  Assistant  Secretary;  Diana  Josephson,  Deputy  Under  Secretary; 
Kathy  Sullivan,  Chief  Scientist;  and  Andrew  Moxam,  our  Comptroller.  Also,  NOAA’s 
pro^am  managers  are  present. 

we  have  restructured  NOAA’s  budget — from  the  piovious,  or^nization-based 
structure — ^to  the  current  structure  which  mirrors  the  Strategic  Plan.  This  new 
structure  allows  us  for  the  first  time  to  directly  link  NOAA’s  programs  with  agency¬ 
wide  goals  and  objectives.  It  is  revitalizing  our  agency  by  giving  us  the  flembility 
to  apply  our  resources  across  traditional  NOAA  program  elements,  allowing  us  to 
inmlement  more  cost-effective  techniques  and  to  become  more  responsive  to  users. 

The  Department  of  Commerce  has  organized  its  fiscal  vear  1995  budget  request 
into  five  tnemes  or  baskets.  The  NOAA  programs  are  included  in  two  of  these  bas¬ 
kets,  one  on  Environmental  Stewardship  and  Assessment  and  the  other  on  Civilian 
Technology.  The  formulation  process  for  NOAA’s  budget  was  both  highly  interactive 
and  posiuve.  NOAA  was  ei^aged  fully  with  the  Department  of  Commerce  and  the 
Office  of  Management  and  buaget  in  discussing  all  of  the  issues,  and  received  good 
support  throughout  the  process.  NOAA's  fiscal  year  1995  budget  reflects  the  strong 
environmental  concerns  and  priorities  (sustainable  development  and  ecosystem 
health)  of  the  current  Administration. 

NOAA’s  total  fiscal  year  1995  budget  r^uest  is  $1,964  billion,  basically  un¬ 
changed  from  our  fiscal  year  1994  appropriation.  But,  it  does  include  significant 
changes  which  will  advance  our  environmental  research  and  resource  management 
responsibilities  and  support  the  President’s  high  priority  agenda  items.  This  is  re¬ 
flected  in  an  increase  from  fiscal  year  1994  of  8.3  percent,  or  $138  million  in  the 
Operations,  Research  and  Facilities  accounts  for  a  total  of  $1,897  billion. 

This  Administration  was  elected  with  a  mandate  and  plans  to  address  a  wide 
range  of  economic  and  environmental  problems  facing  the  Nation.  NOAA  has  devel¬ 
oped  action  plans  to  address  many  of  these  problems  and  better  link  our  environ¬ 
mental  stewardship,  assessment  and  prediction  capabilities  with  objectives  for  en¬ 
suring  sustainable  development  and  economic  growth.  I  urge  you  to  consider  sup¬ 
porting  strongly  the  Presiaent’s  fiscal  year  1995  oudget  request  for  NOAA. 

Our  highest  priority  continues  to  be  the  maintenance  of  NOAA  base  programs. 
Without  an  ad^uate  base,  we  cannot  maintain  our  levels  of  service  to  the  public 
let  alone  move  into  the  electronic  infomation  age.  Beyond  that,  we  must  continue 
to  make  progress  in  advancing  our  forecast  and  prediction  capabilities.  The  eco¬ 
nomic  benefits  of  improved  environmental  information  are  compiling;  we  can’t  af¬ 
ford  not  to  make  this  kind  of  investment  for  the  future.  In  addition,  consistent  with 
this  Administration’s  policies,  we  continue  to  apply  a  comprehensive  ecosystem  ap¬ 
proach  to  our  environmental  problems. 

I  will  now  summarize  NOAA’s  fiscal  year  1995  bud^t  initiatives  which  are  re¬ 
flected  in  our  Strategic  Plan.  NOAA’s  fiscal  year  1995  Environmental  Stewardship 
programs  initiatives  include:  Building  Sustainable  U.S.  Fisheries,  Recovering  Pro¬ 
tected  ^ecies,  Coastal  Ecosystems  Health,  and  Modernizing  Navigation  and  Posi¬ 
tioning  Services. 

environmental  stewardship 

As  Federal  trustee  for  living  marine  resources  and  their  habitats,  NOAA  oversees 
both  coastal  economic  health  and  coastal  ecosystem  health.  NOAA’s  Environmental 
Stewardship  investment  strategy  includes  the  following  program  initiatives: 

Building  Sustainable  Fisheries. — $259  million  is  requested  to  refocus  policies  and 
fishery  management  planning  on  increased  scientific  information,  rather  than  let¬ 
ting  controversy  and  confusion  drive  decision-making.  Increases  of  $40.6  million  are 
proposed  to  maintain  ongoing  operations  and  to  develop  fishery  management  plans 
to  address  more  effectively  the  desperate  situation  facing  the  Nation’s  fisheries.  We 
need  to  address  and  resolve  uncontrolled  fishery  access,  overcapitalization, 
overfishing,  and  a  host  of  other  resource  management  issues.  We  will  continue  fi¬ 
nancial  support  for  the  eight  Regional  Fishery  Management  Councils,  and  increase 
funding  for  the  Fishery  Reinvestment  Program  to  assist  the  fishing  industry  during 
periods  of  stock  rebuilding.  This  will  help  address  the  short-term  economic  disloca¬ 
tions  that  can  be  associate  with  stock  rebuilding  efforts. 

Recovering  Protected  Species. — ^We  also  are  continuing  our  efforts  to  improve  our 
stewardship  of  protected  marine  species.  We  need  to  be  proactive  rather  than  reac- 


437 


dve  in  our  response  to  conflicts  between  these  species  and  the  users  of  other  living 
marine  resources.  We  need  to  be  able  to  maintain  this  fragile  balance  in  our  Na¬ 
tion's  oceans. 

These  are  complex  issues.  For  fiscal  year  1995,  NOAA  requests  a  total  of  $50.6 
million,  a  net  increase  of  $19.2  million  over  the  fiscal  year  1995  base,  to  continue 
to  fulfill  the  statutory  resoonsibilities  of  the  Endangered  Species  Act  and  the  Marine 
Mammal  Protection  Act.  NOAA  will  increase  eflbrts  to  assess  the  status  of  marine 
mammal  populations  and  trends,  reduce  interactions  between  human  activities  and 
protected  sf^cies,  and  develop  and  oversee  implementation  of  conservation  and  re¬ 
covery  plans.  The  goal  is  to  devise  a  strategy  and  approach  to  reduce  listings  of  spe¬ 
cies  as  threatened  or  endangered. 

Coastal  Ecosystems  Health. — ^A  healthy  coastal  ecosystem  requires  that  economic 
development  is  managed  to  maintmn  biodiversity  ana  long-term  productivi^  from 
sustained  use.  A  total  of  $167.8  million  (including  $7.8  million  from  the  Coastal 
Zone  Management  Fund)  is  requested  for  fiscal  year  1995  to  continue  efforts  to  sup¬ 
port  and  guide  the  management  of  coastal  watersheds,  including  non-point  pollution 
control,  protection  of  marine  sanctuaries,  and  habitat  conservation.  NOAA’s  new 
Onter  for  Coastal  Eco^stem  Health,  now  being  established,  is  an  important  ele¬ 
ment  in  this  equation.  Full  funding  for  CZMA  grants  is  included  in  our  request.  In 
fiscal  year  1995,  we  have  requested  increases  of  $3  million  for  improved  manage¬ 
ment  of  the  Nation’s  marine  sanctuaries,  and  $2.4  million  for  habitat  conservation. 

Modernize  Navigation  and  Positioning  Services. — Proposed  funding  for  Moderniza¬ 
tion  of  Navigation  and  Positioning  Services  is  $76.4  million.  Navigation  and  posi¬ 
tioning  technologies  are  evolving  rapidly.  NOAA  will  move  toward  use  of  a  new 
automated  system  capable  of  prefacing  traditional  paper  nautical  charts  as  well  as 
electronic  chart  products.  New  survey  technolo^  providing  full  bottom  coverage  in 
shallow  water  will  be  introduced  in  the  NOAA  fleet.  NOAA  will  begin  to  apply  these 
systems  to  improve  marine  navigational  safety,  enhance  economic  competition  and 
provide  information  for  protection  of  sensitive  coastal  marine  environments. 

ENVIRONMENTAL  ASSESSMENT  AND  PREDICTION 

NOAA  will  improve  its  capability  to  observe,  understand,  and  predict  the  environ¬ 
ment  by  enhancing  short-term  warning  and  forecast  products  and  services,  produc¬ 
ing  forecasts  of  glooal  climate  variability,  and  providing  science-based  advice  to  pol¬ 
icy-makers  to  manage  the  global  environment.  NOAA’s  Environmental  Assessment 
and  Prediction  investment  strater/  includes  the  following  program  initiatives:  Ad¬ 
vancing  Short-Term  Warning  a>  J  Forecast  Services,  Implementing  Seasonal -to- 
Interannual  Climate  Forecasts,  and  Predicting  and  Assessing  Decadal- to-Centennial 
Climate  Change. 

Advance  Short-Term  Warning  and  Forecast  Services. — ^NOAA  will  significantly  im¬ 
prove  short-term  warning  and  forecast  services  for  the  entire  environment:  atmos¬ 
phere,  water  resources,  coasts,  oceans  and  space.  Funds  are  requested  to  maintain 
ongoing  forecast  and  warning  operations,  including  continuing  the  modernization 
and  restructuring  of  the  National  Weather  Service.  In  the  case  of  the  NEXRAD  and 
ASOS  procurements  and  new  office  construction,  NOAA  is  on  the  downside  of  the 
funding  profile.  We  will  also  continue  the  development  of  the  AWIPS  system,  and 
the  current  series  of  GOES  and  Polar  satellites.  I  nught  add  that  the  first  in  the 
new  series  of  C50ES  spacecraft  is  being  launched  today. 

Implement  Seasonal-to-Interannual  Climate  Forecasts. — We  will  take  significant 
steps  toward  implementing  reliable  seasonal-to-interannual  climate  forecasts  to 
guide  economic  planning.  nOAA  aims  to  provide,  in  conjunction  with  its  inter¬ 
national  partners,  reliable  one-year  lead-time  forecasts  of  global  climate  variability, 
especially  the  El  Nino-Southem  Oscillation  (ENSO).  The  dramatic  changes  in  pre¬ 
cipitation  and  surface  temperature  distribution  that  accompany  ENSO  and  other 
short-term  climatic  events  can  have  devastating  economic  effects.  These  forecasts 
will  be  designed  to  foster  regional  and  world-wide  strategic  responses  to  mitigate 
economic  losses  and  social  disruption. 

In  fiscal  year  1996,  NOAA  requests  a  total  of  $94.4  i^lion  for  the  Seasonal  and 
Interannual  Climate  initiative.  Included  in  this  initiative  is  $38.6  million  for  the 
resident’s  U.S.  Global  Change  l^search  ProCTam  (USGCRP),  reflecting  an  increase 
of  $14.7  million,  which  direcUy  simports  NOAA’s  seasonal-to-interannual  ac^vities. 

Predict  and  Assess  Decadal-to-Centennial  Climate  Change. — It  is  also  critical  to 
address  decadal-to-centennial  changes  in  the  global  environment.  In  fiscal  year 
1996,  NOAA  will  continue  research  desimed  to  provide  Ciovemment  and  industry 
the  scientific  basis  for  making  informed  decisions  on  both  the  control  of  greenhouse 
gases  through  USGCRP  and  implementation  of  the  Clean  Air  Act  Amendments  of 
1990,  through  the  new  Health  of  the  Atmosphere  program.  To  address  these  long- 
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term  changes,  NOAA  rei^uests  $94. 1  million  for  the  Decadal-to-Centennial  initiative. 
Of  this  amount,  $46.4  million,  an  increase  of  $6,3  million,  for  USGK^RP  directly  sup¬ 
ports  prediction  of  decadal-to-centennial  climate  change. 

Infrastructure, — UnderMng  all  of  NOAA's  operating  programs  are  the  capital  as¬ 
sets  without  which  our  observations,  assessments,  premctions  and  stewanuhip  re¬ 
sponsibilities  would  be  impossible,  e.g.,  NOAA’s  fleet  of  ships  and  aircraft  and 
NOAA’s  buildings  and  laboratories.  Maintaining  these  assets  is  critical  if  NOAA  is 
to  carry  out  its  programs  efficiently,  effectively  and  reliably.  In  fiscal  year  1995,  $41 
million  are  required  to  maintain  our  capital  assets.  This  is  comprisea  of  $23.1  mil¬ 
lion  for  Fleet  Replacement  and  Modernization,  and  $17.9  million  for  Environmental 
Compliance  and  Facilities. 


CROSS-CUT 

NOAA  efforts  to  provide  leadership  in  environmental  stewardship  and  environ¬ 
mental  prediction  and  assessment  cannot  succeed  without  the  successful  pursuit  of 
technology  and  education  programs  that  cross  agency  lines  to  tap  external  re¬ 
sources,  expertise,  and  experience.  NOAA’s  scientific  ei^ertise  will  contribute  to  Na¬ 
tional  and  global  environmental  observing  and  adaptation  programs. 

In  fiscal  year  1995,  NOAA  will  share  host  re^nsibilities  with  NASA  for  the  Vice- 
President’s  Interagency  Global  Learning  and  Observations  to  Benefit  the  Environ¬ 
ment  (GLOBE)  Program.  As  stated  by  the  President  in  his  State  of  the  Union  ad¬ 
dress,  GLOBE  will  enhance  global  environmental  awareness  and  increase  scientific 
understanding  of  the  Earth  by  working  with  the  worldwide  network  of  schools  to 
collect  environmental  observations.  Our  budget  contains  a  $7  million  increase  for 
this  exciting  program. 


CIVILIAN  TECHNOLOGY 

In  fiscal  year  1996,  there  is  one  NOAA  program  which  contributes  to  the  D^art- 
ment  of  Commerce  Civilian  Technology  basket^Environmental  Information.  NOAA 
will  promote  effective  distribution  of  data  and  information  fium  its  unique  and  mas¬ 
sive  environmental  data  holdings  through  information  technologies  built  on  the  new 
National  Information  Infrastructure. 

NOAA’s  pr^osal  to  s*gnificantly  increase  participation  in  the  President’s  High 
Performance  Computing  and  Communications  (HPCC)  Program  epitomizes  the  fun¬ 
damental  Federal  role  in  HPCC.  Federal  efforts,  including  those  of  NOAA,  are  criti¬ 
cal  components  of  the  bridge  from  the  advanced  research  supported  by  the  National 
Science  Foundation  and  other  computer  science  research  agencies,  to  widespread  de¬ 
ployment  and  support  in  U.S.  industry  partnerships.  This  program  was  tunded  at 
|l  million  in  fiscm  year  1994  and  we  are  requesting  $16.5  million  in  fiscal  year  1995 
for  these  critical  efforts. 

Finally,  not  all  programs  are  increasing.  Our  fiscal  year  1995  policies,  as  well  as 
resource  allocations  reflect  the  need  to  Uk\19  on  those  high-priority  programs  and 
investments  with  the  greatest  potential  return.  In  some  cases,  the  reductions  reflect 
planned  decreases  for  m£gor  construction  and  acquisition  programs.  Other  reduc¬ 
tions  include  activities  that  do  not  reflect  NOAA’s  mission,  do  not  directly  advance 
our  Strategic  Plan  goals,  were  of  limited  duration,  or  were  completed.  Included  in 
these  decreases  are  the  Administrative  and  Personnel  savings  ($16,700,000)  pursu¬ 
ant  to  the  President’s  Executive  Order. 

For  fiscal  year  1995,  the  amount  of  funding  spent  on  conducting  research  will  in¬ 
crease  by  approximately  13  percent  ($50  million).  Much  of  this  research  is  incor¬ 
porated  in  tne  major  increase  proposed  in  our  fisheries  programs  and  in  the  Climate 
and  Global  Change  program.  One  program  of  significant  potential.  Health  of  the  At¬ 
mosphere  (with  an  increase  of  $2.6  million),  will  provide  scientific  data  needed  by 
policymakers  on  how  to  implement  Phase  2  of  the  Clean  Air  Act  Amendments  of 
1990,  particularly  in  rural  and  forested  areas  where  current  controls  will  not  be  ef¬ 
fective.  Phase  2  Implementation  is  estimated  to  cost  the  public  between  $10  and  $40 
billion  per  year  ana  we  believe  our  research  can  help  policymakers  select  more  cost- 
effective  solutions. 

NOAA  also  is  proposing  to  increase  fee  revenues  ($88  million),  to  be  deposited  into 
a  special  fund  in  the  Treasury  to  help  offset  the  costs  of  administering  our  living 
marine  resources  and  marine  sanctua^  programs.  The  specific  details  of  these  fees 
are  being  developed  in  close  consultation  with  NOAA’s  constituent  communities  and 
the  Congress.  Our  guiding  principles  in  developing  these  fees  include  the  idea  that 
the  fees  De  reasonable  ana  not  represent  an  onerous  burden  and  that  revenues  gen¬ 
erated  by  the  fees  be  used  to  benefit  the  people  paying  the  fees. 

For  fiscal  year  1995,  NOAA  proposes  lately  to  finance  its  programs  most  directly 
related  to  mapping  and  charting,  and  marine  navigational  satety  from  Harbor  Main- 
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tenance  Trust  Fund  receipts.  Authorizing  legislation  will  be  transmitted  to  permit 
this  change  in  financing  for  the  Operations,  Research  and  Facilities  account.  The 
amount  proposed  to  be  derived  from  the  trust  fund  is  $45.5  million. 

NOAArs  fiscal  year  1995  budget  request  refiects  an  equitable  balance  between  in¬ 
vestments  in  the  future  and  proposed  savings  necessary  to  control  Government-wide 
spending.  In  this  process,  as  in  the  development  of  the  strategic  plan,  we  took  into 
consideration  many  factors,  including  the  concerns  of  key  supporters,  such  as  those 
of  the  Committee.  I  look  forward  to  working  with  you  and  the  other  Committee 
members  in  the  coming  months  to  develop  a  robust  fiscal  year  1995  budget  for 
NOAA. 

Mr.  Chairman,  thank  you  for  providing  me  with  the  opportunity  to  present 
NCAA’s  fiscal  year  1995  Budget.  I  will  be  happy  to  answer  any  questions  the  Com¬ 
mittee  may  have. 


FEES 

Senator  Hollings.  Dr.  Baker,  I  note  that  when  we  had  in  Feb¬ 
ruary  a  Washington  Post  article  listing  Federal  programs  for  elimi¬ 
nation;  there  were  some  45  approved  programs  by  the  Congress  in 
the  National  Oceanic  and  Atmospheric  Administration  slated  for 
termination,  and  I  notice  that  you  also  come  along  in  this  budget 
with  an  $88  million  fisheries  fee  yet  to  be  developed. 

I  would  like  to  get  right  to  the  point.  I  can  see  us  in  a  markup 
now,  and — wait  a  minute,  who  is  this  fellow,  this  administrator 
who  just  eliminates  all  the  ocean  and  fishery  programs  and  then 
wants  to  come  around  and  put  on  user  fees?  Fees  do  not  come  very 
easily,  and  these  programs  that  are  proposed  for  elimination  come 
about  after  all  kinds  of  negotiations  and  discussions.  They  come 
from  a  lot  of  marine  scientists,  universities,  and  everything  else. 

I  can  see  Senator  Hatfield,  not  present  here  at  this  time,  but  his 
salmon  hatcheries  fishing  out  there  in  Oregon  proposed  for  termi¬ 
nation,  and  others  up  there  in  the  Northeast.  Specifically,  how  are 
we  going  to  get  that  fee?  If  you  had  to  put  the  fee  on  in  the  next 
10  minutes,  what  fee  would  it  be?  Who  pays  and  how  much? 

Dr.  Baker.  Senator  Hollings,  we  are  currently  preparing  a  pro¬ 
posal  to  submit  to  you  for  fees,  and  I  think  that  will  be  ready  in 
another  week  or  so,  a  couple  of  weeks. 

Mr.  Hall.  It  is  in  the  final  stages  of  the  approval  process. 

Senator  ROLLINGS.  Well,  I  do  not  want  the  approved  fee.  Give  me 
two  or  three  options.  What  are  the  things  in  mind?  That  is  what 
we  are  trying  to  find  out. 

Dr.  Baker.  Well,  we  have  looked  at  a  variety  of  possibilities  for 
fees,  which  range  from  a  tax  imposed  on  the  first  sale  of  fisheries, 
all  the  way  up  to  a  variety  of  other  kinds  of  fees  that  might  be  pro¬ 
posed. 

We  are  currently  discussing  these  different  options  with  the  fish¬ 
ing  community,  the  commercial  fishermen,  the  recreational  fisher¬ 
men,  and  with  other  constituents  to  see  if  we  can  come  up  with  a 
proposed  that  does  make  some  sense. 

As  I  aaid,  we  propose  to  give  you  a  proposal  on  this  very  shortly, 
and  we  have  committed  to  the  administration  to  doing  that,  and  we 
would  plan,  then,  to  work  with  you  on  how  that  might  be  imple¬ 
mented 

Senator  Rollings.  Well,  of  course,  the  proper  implementation 
then  would  go  to  the  authorizing  committee.  I  can  hear  the  author¬ 
izing  committee  members  now  saying,  wait  a  minute,  you  wait  and 
do  not  even  bring  the  matter  up,  Mr.  Chairman,  until  you  get  over 
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to  your  appropriations  role,  and  then  you  stick  it  in,  and  we  have 
not  had  any  nearings,  we  never  heard  of  it,  and  the  fishermen 
called  and  they  object  to  it  and  everything.  What  gives? 

That  is  a  sort  of  disorderly  approach  to  it,  I  would  suggest,  so 
I  would  not  get  it  too  enthused,  or  count  on  $88  million,  when  you 
are  starting  at  the  appropriations  and  not  the  authorization  level, 
and  the  word  “fee”  itself,  which  is  “tax.” 

Senator  Domenici  and  I  have  been  trying  to  pay  bills  for  years 
now  in  this  budget  process,  so  we  are  not  adverse  to  pa3dng  the 
bills,  and  we  understand  the  need,  but  I  think  the  purpose  of  these 
hearings  is  to  get  some  understanding  between  the  administration 
and  the  Congress  itself  of  certain  policy,  and  to  come  back  around 
and  everything  else,  I  think  it  is  obvious  that  is  going  to  be  very 
difficult. 

Let  me  ask,  since  I  note — and  that  is  good,  the  atmospheric  end 
of  it,  again  and  again,  page  after  page  of  your  particular  statement, 
the  emphasis  is  on  the  atmosphere,  and,  of  course,  that  is  the  Na¬ 
tional  Oceans  and  Atmospheric  Administration.  There  is  nothing 
wrong  with  that,  except  I  have  been  having  a  difficult  time  getting 
NOAA  back  into  the  oceans,  and  having  worked  at  the  Joint 
Oceanographic  Institute  yourself,  a  founder  of  the  Oceanographic 
Society,  can  you  help  us  get  the  “0”  in  NOAA,  the  oceans  in  NOAA, 
emphasize  a  little  bit  of  that? 

Dr.  Baker.  Senator,  I  am  glad  you  mentioned  that  question,  be¬ 
cause,  as  you  know,  this  is  a  subject  I  am  personally  very  inter¬ 
ested  in.  Having  tried  to  organize  an  academic  oceanographic  com¬ 
munity  for  the  last  15  years,  I  know  the  difficulties  of  trying  to  pull 
together  all  of  this.  I  think  the  atmospheric  community  is  one  that 
has  been  very  well  organized. 

Senator  Rollings.  They  are  well  organized. 

Dr.  Baker.  I  am  hoping,  partly  through  a  strate^c  plan  and 
partly  through  an  outreach  of  it  which  we  are  now  doing  to  indus¬ 
try  and  to  the  academic  community  from  NOAA,  that  will  be  able 
to  support  and  provide  programs  that  will,  in  fact,  put  some  real 
strength  into  those  terms,  putting  the  “O”  back  in  NOAA. 

GOES 

Senator  Rollings.  On  the  geostationary  satellite,  the  budget  in¬ 
cludes  $3y2  million  for  a  follow-on  to  GOES-NEXT.  What  will  those 
funds  be  used  for,  and  tell  us  about  the  improvements.  What  real 
improvements?  I  notice  a  diverse  opinion  about  the  worthiness. 

I  happen  to  think  it  is  going  to  be  particularly  valuable,  but  from 
your  position  as  Administrator,  tell  us  about  that  GOES  satellite, 
and  then  what  the  follow-on  program  is. 

Dr.  Baker.  Well,  there  are  two  parts.  One  is,  the  GOES  satellite 
provides  us  with  a  great  improvement  both  in  the  images,  the  di¬ 
rect  pictures  that  we  get,  and  in  the  soundings,  that  is,  the  tem¬ 
perature  as  a  function  of  the  depth  through  the  atmosphere.  As¬ 
suming  that  it  works — knock  on  wood — we  are  going  to  have  it 
launched  tomorrow. 

We  will  have  greatly  improved  soundings  and  images  that  will 
go  into  making  a  direct  improvement  in  the  weather  forecasts  that 
we  have.  The  $3.5  million  that  we  have  in  our  budget  is,  in  fact. 
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for  the  next  round  of  beginning  studies  for  improvements  in  those 
instruments. 


FLEET  AND  AIRCRAFT 

Senator  Rollings.  Very  good. 

You  talk  about  investment  and  infrastructure.  Your  request  for 
fleet  modernization  goes  from  the  appropriated  level  of  $77  million 
down  to  $23  million.  In  other  words,  you  just  finance  the  minimum 
maintenance,  and  do  not  continue  to  rebuild  the  fleet. 

I  have  been  trying  to  rebuild  that  NOAA  fleet,  and  we  put  in  a 
hurricane  reconnaissance  aircraft  as  you  well  know.  Let  me  ask 
first  about  that  aircraft.  Why  is  it  taking  so  long  to  get  moving? 
We  got  the  money  for  you  back  in  October,  and  you  are  still,  I  take 
it,  trying  just  to  put  out  a  request  for  proposal  here  in  April.  Why 
have  we  not  moved  along  quickly  on  that? 

You  know  how  things  are.  If  you  do  not  move  along  any  faster 
than  that,  someone  will  take  the  money  from  you  and  use  it  for 
something  else. 

Dr.  Baker.  I  thank  you,  Senator  Rollings,  for  that  help  on  the 
aircraft.  It  is  an  important  addition  to  our  infrastructure  and  to 
our  hurricane  reconnaissance.  We  expect  to  have  the  request  for 
proposal  for  procurement  to  be  out  on  May  18  next  month,  and  to 
fully  obligate  funds  by  September  16.  We  had  to  go  through  speci¬ 
fication  development  to  support  a  full  competition  process,  and  we 
have  sufficient  funds  in  the  1994  appropriation  to  get  the  aircraft 
equipped  for  hurricane  reconnaissance. 

Senator  Rollings.  And  about  the  ships  themselves  going  from 
$77.7  million  down  to  $23  million,  what  is  your  comment?  You  say 
you  are  emphasizing  infrastructure,  but  you  are  cutting  back  the 
investment  in  the  fleet. 

Dr.  Baker.  Well,  in  fiscal  year  1994  we  were  appropriated  funds 
for  a  new  ship  which  was  an  important  step,  I  think,  in  fleet  mod¬ 
ernization.  At  the  same  time,  when  I  came  on  board  as  Adminis¬ 
trator,  I  wanted  to  have  a  careful  review  of  the  fleet  replacement 
and  modernization  plan.  I  wanted  us  to  have  a  plan  that  we  could 
all  agree  to  and  that  would  be  cost  effective.  That,  in  fact,  as  we 
looked  at  using  our  limited  Federal  dollars,  we  had  a  plan  that 
carefully  took  into  account  how  we  would  use  both  available  assets 
from  DOD  and  would  properly  use  new  designs. 

For  example,  the  old  plan  currently  has  10  designs  for  18  ships. 
It  may  well  be  that  a  fewer  number  of  designs  for  that  number  of 
ships  could  be  used.  I  asked  the  National  Academy  of  Sciences  to 
do  a  very  quick  turnaround  report,  give  us  a  report  in  6  months 
on  how  we  were  doing  with  our  plan.  That  report  is  now  due  out 
next  week,  I  understand.  It  will  be  delivered  to  you  next  week. 

And,  as  I  understand  it  from  the  board,  they  are  suggesting  that 
we  relook  at  the  plan  to  make  sure  that  we  are — in  fact  we  have 
the  requirements  in  hand  and  that  we  know  what  we  are  doing 
with  respect  to  available  assets  and  how  we  would,  in  fact,  use  new 
assets.  So  I  think  that  our  deferral  for  1  year  of  spending  addi¬ 
tional  funds  on  the  present  plan  will  be  backed  up  by  this  report 
which  was  just  done  by  the  academy.  I  am  fully  committed  to  hav¬ 
ing  a  strong  and  modernized  fleet,  but  I  think  we  also  hr^ve  to 
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make  sure  that  we  have  a  plan  where  our  requirements  are  under¬ 
stood  and  we  have  a  cost-effective  program  that  makes  sense. 

NORTHEAST  FISHERIES 

Senator  Rollings.  But  what  about  the  plan  on  fisheries?  You  get 
up  in  the  Northeast  and  you  turn  on  your  TV,  and  you  see  the  Sec¬ 
retary  runs  up  there  and  gives  $30  million  to  regenerate  the  fish¬ 
eries  to  the  very  people  who  depleted  them.  V/e  on  this  committee 
can  tell-^enator  Hatfield  and  I  have  been  working  on  this  for  a 
long  time,  and  you  can  see  just  overfishing,  overfishing.  So  now  we 
see  that  the  fishermen  have  worked  themselves  out  of  business,  so 
we  have  sent  them  money,  and  you  have  got  problems  up  there  in 
the  Northwest  with  salmon  fisheries.  In  fact,  you  have  got  restric¬ 
tions  in  Oregon  and  Washington  State  on  salmon  fishing. 

What  is  the  plan  on  fisheries?  You  see,  I  know  what  the  problem 
is.  Eveiy  Secretary  that  comes  on  board  gets  all  enthused.  He  is 
going  to  run  a  business,  he  is  going  to  do  this  on  trade,  we  are 
going  to  have  this  done  and  that  done.  It  is  all  business  down 
there,  what  they  call  the  business  roundtable.  Have  you  ever  been 
to  a  meeting  of  the  business  roundtable? 

Dr.  Baker.  No;  I  have  not. 

Senator  Rollings.  See,  one-half  of  the  budget  never  gets  to  the 
business  roundtable  and  a  fellow  who  comes  on  like  Malcolm 
Baldrige,  lassoing  steers  out  West  and  everything  like  that. 

Senator  Domenici.  Southwest,  Southwest. 

Senator  Rollings.  Southwest.  He  says  why  is  it  we  get  all  this 
money  going  to  the  oceans  and  fisheries,  and  I  never  heard  of  this 
thing?  And  they  get  nettled  about  it  and  give  it  to  somebody  and 
nothing  happens.  Now  we  have  got  somebody  who  understands  this 
thing.  Dr.  Baker,  you  understand  the  oceans  and  you  understand 
the  fisheries.  I  think  we  ought  to  start  getting  back  into  the  oceans. 

And  I  will  yield  here,  but  I  would  like  a  comment  on  the  fisheries 
plans  and  so  forth,  if  we  could  have  some  kind  of  plan  for  fisheries 
rather  than  depleting  them  and  treating  them  in  an  emergency 
fashion.  .  ... 

Dr.  Baker.  Senator,  as  you  know,  we  have  a  serious  national  cri¬ 
sis  which  is  not  limited  to  the  Northeast.  We  have  a  problem  in  the 
Northeast,  the  Southeast,  the  gulf,  and  we  have  a  big  problem  in 
the  Pacific  Northwest.  These  are  problems  that  have  been  identi¬ 
fied  for  a  long  time.  They  have  been  difficult  to  address,  and  we 
are  trying  to  address  all  of  those  problems  as  well  as  we  can. 

As  you  know,  we  finally  have  an  agreement  in  the  Northeast  to 
reduce  fishing  effort  by  60  percent  over  5  years,  and  we  were  able 
to  come  up  with  some  economic  assistance  funding  this  year.  We 
have  been  working  very  hard  on  the  salmon  recovery  plan  for  the 
Pacific  Northwest,  and  we  have  come,  I  think,  to  a  workable  agree¬ 
ment  in  the  Northwest  where  it  looks  as  if  we  can  save  many  of 
the  stocks.  That  is  currently  under  heavy  discussion  at  the  mo- 

ment.  .  a  j 

We  have  a  Secretary  in  Ron  Brown  who  is  very  interested  and 
is  trying  to  be  helpful  on  these  issues.  He  strongly  supported  the 
increase  of  new  funding  in  fisheries  that  we  had  this  year.  And  I 
think  we  have  an  opportunity  with  the  new  Secretary  to  make 
some  real  progress  on  fisheries. 
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DISASTER  FUNDS  TO  THE  NORTHEAST 

Senator  Rollings.  Let  us  suppose  I  am  from  the  Northwest  and 
I  say  you  are  going  up  to  the  Northeast,  Mr.  Secretary  and  giving 
them  $30  million  from  funds  for  the  Los  Angeles  ^^arthquake. 
Where  is  our  $30  million  here  for  the  Northwest.  What  is  your  re¬ 
sponse? 

Dr.  Baker.  Well,  the  response  is  that  I  think  the  Secretary  is 
hearing  that  question  at  the  moment,  and  I  think  the  administra¬ 
tion  is  trying  to  understand  how  it  can  respond  in  a  positive  way 
to  that  question. 

Senator  Rollings.  They  got  that  earthquake  money  in  Califor¬ 
nia.  Maybe  if  we  get  another  earthquake  we  can  get  the  money  for 
the  Northwest  fisheries. 

Senator  Domenici.  Mr.  Chairman,  I  want  to  yield  to  Mark  Rat- 
field,  who  wants  to  talk  about  fisheries.  And  we  are  right  there,  but 
I  just  want  to  make  a  point  on  your  last  remark.  Frankly,  I  do  not 
think  the  U.S.  Senate  understands  that  the  President  of  the  United 
States  declared  an  emergency  in  terms  of  the  Northeast  fisheries, 
when  we  never  voted  on  a  disaster  of  that  type.  We  voted  money 
in  excess  of  the  budget  for  a  disaster  that  befell  California. 

I  imagine  there  is  some  kind  of  crisis — I  am  sorry  I  do  not  know 
more  about  it — in  the  Northeast  fisheries,  and  we  have  an  emer¬ 
gency  declaration  taking  disaster  money  out  of  the  California 
earthquake  funds  and  putting  it  into  fisheries  stabilization  and  en¬ 
hancement — those  are  my  own  words,  I  guess;  as  I  read  this,  I 
think  that  is  what  it  is — a  program  for  fishing  in  the  Northeast. 
I  believe  this  is  going  a  little  far  and,  frankly,  I  hope  the  adminis¬ 
tration  takes  notice  that  this  might  not  work  very  many  times,  tak¬ 
ing  money  out  of  a  specific  disaster  and  using  it  for  something  like 
this. 

Let  me  tell  you  why  it  is  important  to  us.  We  work  very  hard 
to  control  the  budget  and  we  have  caps  that  do  work,  but  the  one 
thing  that  exceeds  the  caps  is  an  emergency.  I  mean  you  just  get 
that  outside  of  them.  So,  for  instance,  if  you  save  $6  billion  in  ap¬ 
propriations  to  get  to  the  caps  and  you  spend  $6  billion  for  a  disas¬ 
ter,  the  net  effect  is  you  have  not  done  anything,  right? 

Senator  Rollings.  Right. 

Senator  Domenici.  So  this  $30  million  comes  out  of  that  kind  of 
pot  when  essentially  it  should  not.  It  should  come  out  of  the  operat¬ 
ing  budget  of  NOAA  and  fisheries,  and  if  we  have  not  provided  suf¬ 
ficiently,  they  ought  to  come  in  for  a  supplemental  with  ordinary 
debate.  So  I  just  indicate — ^you  are  not  the  one  that  did  that,  I  as¬ 
sume.  I  think  it  has  to  do  with  the  Secretary  of  Commerce  and  the 
President.  But  I  think  it  should  be  on  the  record  that  this  is  not 
a  very  good  way  to  do  business. 

Mark,  I  will  3deld  now,  and  I  will  take  my  time  after  you. 

NORTHWEST  FISHERIES 

Senator  Hatfield.  I  just  have  a  few  questions.  I  thank  Senator 
Domenici  for  yielding. 

Mr.  Chairman,  I  would  like  to  pick  up  a  little  bit  on  the  North¬ 
west  fisheries  issue,  because  I  am  reading  here  to  see  how  much 
this  administration  is  really  committed. 
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This  is  the  bottom  line,  Dr.  Baker.  It  is  not  what  the  studies  are, 
not  what  you  are  planning  to  do,  not  the  consensus  you  are  reach¬ 
ing  out  for.  Here  is  the  bottom  line.  Federal  programs  listed  for 
elimination,  Columbia  River  hatcheries.  That’s  the  Mitchell  Act. 
The  VENTS  Program,  one  of  the  most  exciting — talking  about 
ocean  matters,  one  of  the  most  exciting  ocean  floor  activities  going 
on,  zilch.  The  National  Coastal  Research  and  Development  Insti¬ 
tute,  zilch.  Columbia  River  smolt,  zilch.  Columbia  River  facility, 
zilch.  Newport  Marine  Science  Center,  zilch.  That  does  not  look 
like  much  of  a  commitment  to  me  to  either  handle  the  future,  let 
alone  the  present. 

Now,  I  want  to  pick  up  on  this  matter  of  the  Northeast.  Certainly 
they  have  problems.  I  am  a  sympathizer  to  their  problem  and  I  am 
for  fish,  whether  it  is  from  the  Northeast  or  the  Northwest.  But  as 
you  said,  Dr.  Baker,  you  are  responding  to  a  disaster  because  in 
the  next  5  to  7  years  they  have  to  reduce  their  take  by  some  50 
percent. 

Lret  me  give  you  some  statistics  in  comparison  to  groundfish  and 
scallops  in  the  Northeast,  In  1991  the  coho  catch  on  the  Oregon 
coast,  representing  the  largest  of  the  salmon  fisheries  of  that  coast, 
we  took  828,000  fish  in  that  year,  1  year  later  306,000,  1  year  later 
146,000.  In  3  years  we  had  an  82  percent  drop. 

Now.  Not  5,  7  years  from  now,  now.  We  have  had  that  over  the 
last  3  years.  I  would  like  to  have  a  disaster  as  easy  as  the  North¬ 
east  in  comparison  to  what  we  are  facing  in  the  Northwest.  We 
have  just  now  canceled  the  1994  coho  catch.  None,  no  fishing.  We 
have  four  salmon  listed  on  the  endangered  species,  four. 

Now,  the  main  part  of  the  total  program  that  we  have  to  look  at 
in  the  Mitchell  Act  funds  is  the  hatcheries.  That  accounts  for  25 
percent  of  the  take  of  a  salmon,  the  hatchery  program.  Zilch,  no 
funding.  It  does  not  sound  like  much  of  a  commitment  to  me  that 
this  administration  has.  And,  again,  I  do  not  want  to  take  anything 
away  from  the  Northeast.  I  just  want  to  emphasize  that  I  wish  we 
had  disaster  as  easily  handled,  perhaps,  as  they  have.  I  think  ours 
is  greater,  as  the  situation  exists  now. 

Now,  would  you  tell  me,  Dr.  Baker,  because  I  have  a  letter  from 
one  of  your  top  people,  Rollie  Schmitten,  dated  April  1,  that  the 
1995  budget  proposes  a  change  in  funding  sources  for  the  Columbia 
River  hatcheries  from  the  National  Marine  Fisheries  Service  to  the 
Bonneville  Power  Administration,  Is  that  true? 

Dr.  Baker.  That  is  our  proposal,  yes,  sir. 

Senator  Hatfield.  And  what  form  did  it  take? 

Dr.  Baker.  We  had  planned  to  shift  the  funding  source  of  the  Co¬ 
lumbia  River  hatcheries  from  the  National  Marine  Fisheries  Serv¬ 
ice  to  the  Bonneville  Power  so  that  Bonneville  Power  would  fund 
that  activity.  But,  as  you  know,  we  have  learned  that  that  is  not 
going  to  be  possible,  at  least  this  year  as  far  as  we  can  see,  and 
so  we  are  now  relooking  at  that  possibility  for  fiscal  year  1996. 

And  I  can  tell  you  that,  as  Secretary  Brown  said  in  his  hearing, 
we  are  committed  to  finding  the  funds,  working  with  your  staff  and 
with  you,  and  working  within  the  administration  to  find  funding 
for  the  Columbia  River  hatcheries.  We  were  simply  trying  to  look 
for  a  way  to  change  the  funding  source.  If  that  is  not  going  to  work, 
we  will  find  some  other  way  to  do  it.  But  we  will  commit  to  that. 
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Senator  Hatfield.  Well  let  me  back  up  for  just  1  minute.  We 
were  talking  about  transfer.  Let  me  quote  from  the  Deputy  Admin¬ 
istrator,  Bonneville  Power  Administration:  ‘There  is  no  bill  in  the 
pipeline,  nothing  on  paper  or  in  appendix  somewhere,  that  suggests 
this  obligation  is  being  transferred  to  us.” 

Who  did  you  discuss  it  with  at  Bonneville  Power? 

Dr.  Baker.  We  did  discuss  it.  Let  me  ask  Doug.  Who  did  we  dis¬ 
cuss  that  with? 

Mr.  Hall.  The  Office  of  Management  and  Budget  discussed  it 
with  the  budget  examiner.  They  were  handling  this  through  0MB, 
and  so  0MB  took  a  response. 

Senator  Hatfield.  You  never  discussed  it  with  the  Bonneville 
Power  Administration. 

Mr.  Hall.  We  had  discussions  with  Randy  Larkin  about  that, 
but  I  think,  given  the  lateness  of  time  at  this  point,  that  this  is  not 
going  to  be  a  likelihood,  that  it  can  be  done  in  this  fiscal  year. 

Senator  Hatfield.  Well,  I  have  to  say  it  sounds  like  an  idea  that 
was  maybe  passed  around  in  your  agency,  but  I  do  not  know  of  any 
paper,  Bonneville  Power  does  not  know  of  any  paper,  knows  no  pro¬ 
posals.  They  do  not  even  know  if  a  proposal  was  ever  seriously 
being  proposed,  because  they  have  absolutely  no  knowledge  of  this, 
and  I  have  talked  to  Bonneville  Power  all  through  the  agency. 

And  I  cannot  understand  on  April  1 — on  April  1,  Mr.  Schmitten 
of  NMFS,  says,  in  effect,  to  the  Northwest  Power  Council  that: 
“The  1995  budget  proposes  a  chanmng  in  funding  source  for  the 
Columbia  River  hatcheries  from  the  National  Marine  Fisheries 
Service  to  the  Bonneville  Power  Administration.”  How  could  he 
make  such  a  statement  in  light  of  the  lack  of  what  you  have  been 
able  to  produce  as  evidence  this  morning  this  ever  took  place  as 
more  than  just  a  discussion  in  your  agency? 

Dr.  Baker.  Well,  I  can  say  that  it  was  our  intention  to  make  that 
proposal.  We  have  not  been  able  to  follow  through  on  it,  but  I  can 
say  we  are  committed  to  finding  the  money  for  the  Columbia  River 
hatcheries. 

Senator  Hatfield.  How  are  you  going  to  find  it? 

Dr.  Baker.  Well,  that  is  what  we  are  trying  to  work  out  within 
the  administration  right  now,  but  we  do  have  agreement  with  the 
administration  and  0MB  that  we  will  find  the  money  somewhere. 

Mr.  Hall.  There  is  a  recognition  on  the  part  of  the  Office  of 
Management  and  Budget  that  this  issue  needs  to  be  addressed,  and 
I  think  that  is  recognized  at  the  highest  levels. 

Senator  Hatfield.  You  know,  I  just  have  to  say  that  over  the 
years  that  I  have  been  here,  this  has  every  earmark  of  sham  budg¬ 
et.  I  can  remember  when  Senator  Magnuson  was  the  chairman  of 
our  full  committee.  Senator  Hollings  recalls  very  vividly,  adminis¬ 
tration  after  administration  would  come  out  with  zero  funding  for 
Mitchell  acts  because  they  knew  Senator  Magnuson  would  put  it 
back  in,  because  he  was  chairing  the  committee  and  no  Senator 
from  the  Northwest  is  going  to  let  the  fisheries  be  decimated  and 
destroyed  by  the  budgeting  game  plan  that  has  been  entered  into 
by  administrations  before  yours. 

But  having  gone  through  that  for  so  many  years,  I  have  to  say 
to  you  it  has  every  earmark  of  the  same  old  game  plan  of  previous 
administrations.  Twelve  years  of  previous  administrations  did  not 
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fund  the  Mitchell  Act  in  their  budget  because  they  knew  we  would 
do  it.  One  exception,  the  last  year  of  the  Bush  ^administration.  And 
we  were  supposed  to  have  a  change  in  this  administration.  You  are 
back  in  the  same  old  business,  from  my  perspective. 

And  especially  at  a  time  when  we  have  had  $30  million  provided 
as  a  disaster  for  the  Northeast.  We  have  $515  million  in  the  discre¬ 
tionary  fund  of  that  earthquake  disaster.  Maybe  you  can  get  some 
disaster  relief  out  of  that. 

Dr.  Baker.  I  do  not  know  about  that. 

Senator  Hatfield.  I  will  not  take  any  more  time.  I  just  have  to 
say  that  I  do  not  know  I  am  supposed  to  say  to  my  constituents. 
I  have  worked  with  this  administration  on  natural  resources  par¬ 
ticularly,  and  this  is,  to  me,  a  disaster,  just  in  the  proposed  of  the 
budget,  especially  when  you  do  not  have  any  evidence  you  really 
were  planning  any  other  thing  except  to  be  caught  up  by  the  com¬ 
mittee.  If  I  sound  a  little  confused  or  a  little  bit  disgusted,  I  am 
both. 

Thank  you,  Mr.  Chairman. 

Senator  Rollings.  Senator  Domenici. 

CLIMATE  AND  GLOBAL  CHANGE 

Senator  DOMENICI.  First,  let  me  ask  with  reference  to  global 
warming  and  climate  change,  are  you  one  of  the  lead  agencies  in 
that  endeavor  on  behalf  of  our  country? 

Dr.  Baker.  Yes,  sir;  we  are. 

Senator  Domenici.  Would  you  happen  to  know,  or  would  your 
staff  know — and  if  you  do  not,  could  you  submit  it  for  the  record — 
where  all  of  the  global  warming  research  money  is  within  the  Fed¬ 
eral  Gkivemment?  I  would  assume  you  work  with  others  as  well. 
Could  you  summarize  for  our  committee  in  a  written  answer  how 
much  money  is  going  to  global  warming,  or  maybe  it  is  global  cool¬ 
ing  now,  I  am  not  sure  which?  But  could  you  do  that  for  us? 

Dr.  Baker.  Yes,  sir;  we  will  do  that.  The  new  National  Science 
and  Technology  Council  is,  in  fact,  doing  a  budget  crosscut  of  these 
various  environmental  issues  and,  in  fact,  has  that  information,  so 
we  can  get  that  to  you. 

[The  information  follows:] 

The  U.S.  Global  Change  Research  Program  (USGCRP)  under  the  National  Science 
and  Tcjchnology  Council  oversees  the  national  research  effort  looking  the  integrated 
effects  of  long  term  changes  in  the  atmosphere  ocean  and  land  surface,  with  the 
global  warming  issue  as  one  of  the  principal  drivers.  The  binding  in  fiscal  year  1994 
and  fiscal  year  1995  for  the  USGCRP  by  agency  is  shown  below; 

AGENCY  FUNDING  FOR  THE  USGCRP 

(In  millions  of  dollars] 


Agency 


fiscal  year— 

1994  1995 


Department  of  Commerce/National  Oceanic  and  Atmospheric  Administra¬ 


tion  .  63.0  84.0 

Department  of  Defense .  6  7  6.4 

Department  of  Energy .  93.1  126.1 

Department  of  Health  and  Human  Services  .  1-2  25.5 

Department  of  the  Interior .  33.4  31.0 
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AGENCY  FUNDING  FOR  THE  USGCRP--Continued  . 

(In  millions  of  dollars] 


Agency 

Fiscal  year— 

1994 

1995 

Environmental  Protection  Agency . 

.  27.4 

31.8 

National  Aeronautics  and  Space  Administration  . 

.  1,021-5 

1,235.8 

National  Science  Foundation . 

.  141.9 

207.5 

Smithsonian  Institution  . 

.  7.3 

7.3 

Tennessee  Valley  Authority . 

.  .3 

1.0 

Department  of  ^riculture . 

.  49.1 

58.4 

Total . 

.  1,443.9 

1,814.8 

Descriptions  of  the  specific  projects  as  well  as  other  crosscuts  of  the  distribution 
of  the  funding  for  the  U.S.  Glooal  Change  Research  Program  is  found  in  "Our 
Changing  Planet:  A  Supplement  to  the  President’s  fiscal  year  1995  Budget.” 

Senator  DOMENICI.  I  am  not  objecting,  Mr.  Chairman,  to  money 
for  climate  change.  I  am  just  very  concerned  that  if  we  do  not  do 
it  in  an  integrated  manner  in  our  budget,  that  everybody  comes 
along  in  their  funding  area  and  says  let  us  put  more  in  this  pro¬ 
gram,  and  I  think  we  ought  to  have  it  someplace.  Maybe  our  com¬ 
mittee  could  at  least  be  a  rational  center  point  for  how  much  is 
going  where. 


COLUMBIA  RIVER  STUDY 

Senator  Hatfield.  Would  the  Senator  yield  for  a  moment? 

Mr.  Chairman,  if  you  recall,  last  year  in  our  conference  we  asked 
this  same  agency  to  provide  us  with  a  study  showing  what  the  pro¬ 
gram  was  on  hatchery  and  Mitchell  Act  funds,  and  we  asked  it  to 
be  December  1,  1993,  and  it  still  is  not  here. 

Senator  Rollings.  If  you  can  get  that  easily  for  us. 

Mr.  SCHMITTEN.  That  has  been  completed  and  has  been  submit¬ 
ted.  It  should  be  up  before  Congress  immediately. 

Senator  Rollings.  You  can  get  it  up  for  us  here. 

Senator  Hatfield.  It  has  not  been  submitted  to  us. 

Dr.  Baker.  Rollie,  do  you  want  to  make  that  a  little  louder,  what 
you  said? 

Mr.  SCHMiTTEN.  Mr.  Chairman,  I  am  Rollie  Schmitten,  the  As¬ 
sistant  Administrator  for  Fisheries  and  head  of  the  National  Ma¬ 
rine  Fisheries  Service.  The  report  is  now  completed  and  we  cer¬ 
tainly  can  have  it  up  through  the  system  and  expect  to  have  it  de¬ 
livered  to  Congress  immediately.  In  fact,  I  am  most  surprised  it  is 
not  here  right  now. 

Senator  Domenici.  Mr.  Chairman,  let  me  proceed  a  little  bit  on 
fishing  fees,  but  from  a  different  approach. 

Mr.  Baker,  I  think  you  have  been  asked  generally  what  fees 
would  be  raised  and  how  would  they  be  collected,  and  I  gather  you 
do  not  know  yet.  Is  that  true?  What  fees  would  be  raised  and  how 
they  would  be  collected?  You  are  not  there  yet? 

Dr.  Baker.  Let  me  ask  Doug  Hall,  who  has  been  involved  in  put¬ 
ting  this  together,  to  answer  that  question. 

Mr.  Hall.  Senator,  by  way  of  background,  there  was  a  working 
group  that  was  formed  that  involved  congressional  staff  members 
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and  some  representatives  of  industry,  some  environmental  groups. 
It  has  been  meeting  since  last  fall,  and  we  have  developed  a  pro¬ 
posal.  As  Senator  Hollings  so  clearly  stated,  this  is  a  very  con¬ 
troversial  issue.  I  do  not  want  to  imply  that  this  working  group  in 
any  way  endorses  this  final  proposal,  because  it  is  a  matter  of  try¬ 
ing  to  collect  the  mechanisms  that  would  be  the  least  objectionable. 

So  we  are  aware  of  how  controversial  that  would  be.  The  ele¬ 
ments  would  include  a  broad-based  fee  placed  on  the  point  of  first 
sale.  So  it  would  be  the  first  point  after  the  fishermen  catch  the 
fish,  so  it  would  not  be  placed  directly  on  the  fishermen.  It  would 
be  equally  applied  across  the  board,  based  on  value. 

It  would  also  have  fees  that  would  deal  with  special  management 
issues,  special  management  costs,  for  which  the  authorizing  com¬ 
mittee  has  already  given  us  that  ability.  We  would  have  a  special 
fee  to  deal  with  the  new  management  systems,  the  individual 
transferable  quotas,  and  individual  fishery  quotas. 

So  this  is  designed  to  be  across  the  board  and  would  meet  the 
goals  that  you  have  there.  We  anticipate  the  specific  percentages 
to  be  very  small,  less  than  1  percent;  but  we  would  like  to  get  that 
finalized  by  0MB,  so  we  do  not  have  a  specific  figure  out  there  now 
that  we  might  have  to,  in  some  way,  modify. 

Senator  DOMENICI,  Well,  let  me  just  tell  you  what  I  see  as  a  sec¬ 
ond  problem.  I  agree  with  the  problems  that  the  Senator  and  our 
chairman  said  about  this  fee,  about  these  fees,  but  let  me  give  you 
another  one.  If  these  user  fees,  which  I  believe  amount  to  $88  mil¬ 
lion  as  proposed  in  this  budget — if  they  were  to  be  matched  up 
with  the  enhancements  in  the  program  from  which  the  money  is 
taken,  those  programs  only  go  up  $50  million. 

So  what  we  are  doing  is  we  are  taking  $88  million  in  user  fees 
out  of  fisheries  and  sanctuaries,  and  only  apparently  spending  $50 
million  of  it  in  those  programs,  which  means  a  goodly  portion  is 
going  to  either  the  general  Treasury  of  the  United  States  or  the 
general  budget  of  NOAA.  And,  frankly,  I  believe  the  more  that  peo¬ 
ple  know  about  that,  the  less  apt  they  are  to  pass  it.  And  I  just 
give  you  that  because  it  is  of  great  concern  to  me,  and  I  think  it 
would  almost  knock  out  the  efficacy  of  your  request  for  the  full  $88 
million. 

Second,  if  the  subcommittee  switched  these  fees  from  a  Treasury 
receipt  to  an  offsetting  collection,  are  you  confident  that  the  $88 
million  could  be  raised  and  used  as  a  direct-funding  mechanism  for 
NOAA’s  programs? 

Mr.  Hall.  That  would  be  a  very  difficult  proposition  in  fiscal 
year  1995  because  of  the  startup  time  that  you  would  have. 

Senator  DoMENici.  Right. 

Mr.  Hall.  So  I  think  we  are  pursuing  a  dual  track  in  which  we 
are  going  through  the  appropriation  process  and  the  authorizing 
process  at  the  same  time.  But  I  think,  Senator,  you  are  right,  that 
would  be  a  difficult  proposition  for  fiscal  year  1995.  By  fiscal  year 
1996,  once  we  have  1  year  to  get  it  up  and  running,  I  think  that 
can  be  done. 


EXON  AMENDMENT 

Senator  DOMENici.  Mr.  Chairman,  I  think  the  effect  of  the  Exon 
amendment,  which  is  now  part  of  the  budget  resolution,  most  of 
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the  debate,  which  I  ^ess  I  have  caused  to  move  in  this  direction, 
had  to  do  with  the  big  cuts  we  were  going  to  have  in  defense.  But, 
frankly,  there  is  a  very  good  possibility  that  if  that  amendment  re- 
mains  intact — and,  again,  this  is  the  will  of  the  Senate,  but  we 
might  have  to  have  an  outlay  freeze  in  NOAA. 

And  I  just  wonder  if  you  might  tell  us,  for  the  record,  how  you 
would  assess  and  what  would  the  list  of  programs  be  that  would 
be  impacted  by  a  freeze  on  NOAA's  outlays  at  the  1994  level.  Could 
you  do  that  for  the  record  for  us  so  we  would  know  realistically 
what  that  might  look  like? 

Dr.  Baker.  Yes,  sir. 

[The  information  follows:] 

If  NOAA  was  required  to  freeze  outlays  in  fiscal  year  1996,  using  the  figure  $100 
million  included  above,  the  comparative  loss  of  Budget  Authority  in  terms  of  the  Op¬ 
erations  Research  and  Facilities  outlay  rate  of  57  percent  would  be  in  excess  of  $176 
million.  The  remaining  available  “ne^  Budget  Authority  would  not  even  fund  the 
increases  required  to  maintain  the  i)ace  of  the  NWS  Modernization. 

This  loss  of  “new”  Budget  Authority  would:  require  NOAA  to  stretch  out  the  mod¬ 
ernization  effort,  increasing  the  cumulative  costs;  force  a  gap  in  both  Polar  and 
GOES  Satellite  coverage;  leave  NOAA  unable  to  meet  mandated  living  marine  re¬ 
source  statues;  leave  the  newly  designated  Marine  Sanctuaries  unfiinded  or  reduce 
funding  to  all  Sanctuaries;  reduce  NOAA  involvement  in  the  Government-wide  Glob¬ 
al  Change  and  H^h  Performance  Computing  and  Communications  Initiatives;  elimi¬ 
nate  funding  for  GLOBE  and  Health  or  the  Atmosphere;  and,  result  in  reduced  oper¬ 
ations  and  services  due  to  shortfalls  in  some  base  programs. 

The  impact  of  such  a  cut  to  budget  authority,  would  re<|uire  NOAA  to  rethink  its 
entire  budget  submission,  including  the  possibility  of  eliminating  a  significant  num¬ 
ber  of  additional  programs.  Given  the  list  provided  above,  I  would  welcome  the  Com¬ 
mittee’s  input  on  this  issue. 


GOES  CONTINGENCY 

Senator  Domenici.  If  the  launch  of  this  new  satellite  fails  or  if 
the  satellite  itself  does  not  operate  properly,  what  impact  would 
this  have  on  our  ability  to  predict  weather,  since  we  are  supp^osed 
to  have  two  of  them  up  ana  we  only  have  one  and  one  is  a  Euro¬ 
pean  satellite?  Could  you  just  generally  tell  us  what  might  happen 
if  it  does  not  work? 

Dr.  Baker.  Well,  if  the  satellite  which  we  are  planning  to  launch 
tomorrow  morning  does  not  work  for  whatever  reason,  we  will  have 
to  rely  on  existing  satellites,  of  which  the  United  States  operates 
one  that  is  about  7  years  old,  and  the  European  satellite  that  is 
about  6  or  7  years  old.  And  then  we  will  have  to  simply  rely  on 
those  until  the  next  launch,  which  is  next  year. 

Senator  Domenici.  So  my  next  question  was  going  to  be  about 
a  contingency  plan.  Your  contingency  plan  is  you  have  to  put  an¬ 
other  one  up.  Its  soonest  practicd  time  would  be  1  year. 

Dr.  Baker.  Its  soonest  practical  time  is  1  year,  and  we  also  have 
plans  for  additional  observations  that  would  develop  in  case  one  of 
the  existing  satellites  failed.  We  have  two  old  satellites,  both  of 
which  seem  to  be  in  good  shape  at  the  moment,  and  hopefully 
would  last  for  another  5  years  or  so.  But  as  they  get  older,  the 
probability  of  failure  goes  up. 

Senator  Domenici.  I  have  a  number  of  other  questions,  but  since 
we  have  so  many  Senators  here,  what  I  thought  I  might  do,  Mr. 
Chairman,  is  hold  them  and  see  if  we  have  time  for  a  second  round 
for  me.  If  not,  I  will  put  them  in  the  record. 

Senator  Rollings.  Very  good. 
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Senator  Stevens. 

Senator  Stevens.  Thank  you,  Mr.  Chairman. 

Dr.  Baker,  we  want  you  to  know,  at  least  I  want  you  to  know 
that  these  are  not  meant  to  be  antagonistic  questions.  I  am  just 
trying  to  get  to  the  bottom  of  some  things  here,  and  I  really  hope 
you  will  bear  with  me. 

The  overall  Department  of  Commerce  budget  increases  by  $659 
million  in  outlays  for  this  year,  yet  NOAA*s  budget  decreases  by 
$124  million.  Now,  many  of  those  reductions  have  already  been 
spoken  to.  I  too  am  concerned  about  them.  I  am  concerned  about 
the  wind  p  ofilers,  for  instance,  and  I  know  my  friend  from  Ne¬ 
braska  is.  ^^e  fought  to  get  a  wind  profiler  into  the  Anchorage  area 
after  the  '  olcanic  eruptions  that  took  place  there. 

We  almost  lost  one  plane  coming  in,  and  we  did  have  our  major 
airfield  closed  for  several  days.  The  Department  of  Defense  had  to 
move  their  planes  out  of  the  area  because  of  the  dust  that  was 
there,  but  mainly  it  was  a  problem  of  finding  out  where  this  vol¬ 
canic  dust  was  going,  and  the  wind  profiler  gave  us  that  assistance. 
And  we  just  had  a  temporary  one  there.  Now  I  understand  that 
that  is  to  be  cut  out. 

There  are  some  other  things  here,  the  Senator  from  Oregon  has 
gone  into  them,  about  which  I  have  got  to  ask  some  very  pointed 
questions.  Were  you  given  some  amounts  that  you  had  to  come  up 
with  for  the  budget?  I  assume  that  was  the  case,  just  a  directive 
to  cut  so  much  from  your  area. 

Dr.  Baker.  Well,  we  were  given  an  opportunity  to  submit  a  budg¬ 
et.  As  you  know,  the  process  is  we  submit  a  budget  to  the  Depart¬ 
ment  of  Commerce,  we  negotiate  with  the  Department,  then  the 
Department  submits  a  budget  to  0MB  and  then  numbers  come 
back  to  us. 

Senator  Stevens.  That  is  what  I  was  asking,  Doctor,  whether 
you  made  the  cuts  or  whether  someone  told  you  to  make  the  cuts. 
I  know  your  background.  We  have  worked  with  you  before.  I  do  not 
quite  see  you  cutting  money  for  Columbia  River  fishery  or  for  the 
Newport  Marine  Science  Center.  Those  things  have  been  pretty 
close  to  your  heart  too,  well  as  our  friend  from  Oregon. 

Now,  how  do  these  reductions  get  in  here  is  what  I  want  to 
know?  Is  this  a  priority  list  that  the  Department  made  or  is  it 
yours?  Now,  I  frankly  want  to  know. 

Dr.  Baker.  Well,  the  administration — we  put  in  our  proposal  and 
the  budget  that  we  got  back  was  less  than  what  we  had  proposed, 
and  we  had  to  live  within  the  numbers  that  we  had.  We  felt  that 
by  using  our  strategic  plan,  we  could  identify  the  highest  priority 
items,  and  that  those  that  did  not  make  it  into  the  highest  priority 
are  those  things  that  were  not  funded.  I  will  not  say  this  is  an 
exact  process,  out  on  the  whole  we  felt  that  what  came  back  was 
a  budget,  given  the  overall  constraints  on  the  Federal  budget,  that 
we  could  live  with. 

Senator  Stevens.  Well,  you  are  not  alone.  I  note,  Mr.  Chairman, 
that  in  the  Department  of  Education  for  impact  aid,  payments  for 
military  dependents,  the  cut  is  $123  million.  And  if  my  memory 
does  fail  me,  every  President  since  Harry  Truman  has  made  the 
recommendation  that  that  money  be  cut,  and  every  Congress  since 
then  has  restored  it,  but  this  year  it  may  not  be  so. 
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And  that  is  what  my  problem  is  with  your  budget  request,  be¬ 
cause  this  year  it  may  not  be  so.  We  cannot  get  that  money  back 
in  there  without  taking  it  out  somewhere  else.  And  I  do  not  know, 
frankly,  where  to  take  it  froml  Let  me  talk  to  you  about  another 
thing — ^the  fees.  And  if  you  have  any  comment  on  what  I  am  say¬ 
ing,  please  interrupt  me.  The  priorities  that  were  established  to 
meet  the  budgetary  directives  that  came  out  of  0MB  and  from  the 
Depg^ment  are  understandable,  everybody  wants  to  cut  the  deficit. 
But  it  seems  like  the  highest  priority  items  for  members  of  this 
committee  are  on  that  list  of  reductions. 

One  of  them,  for  instance,  is  the  Beluga  Whale  Committee, 
$200,000.  That  committee  was  put  together  to  try  and  work  with 
the  environmental  community  to  prevent  my  eskimo  friends  from 
taking  too  many  beluga  whales.  And  the  fishery  observer  training, 
$200,000.  We  are  obligated  under  U.S.  law,  as  you  note,  to  provide 
observers.  They  only  serve  for  about  a  year  or  two,  and  then  you 
have  to  train  some  more  to  comply  with  your  regulations.  And 
those  two  items  have  to  go  back  in  there,  as  far  as  I  am  concerned. 
But  I  just  sort  of  think  that  this  is  a  harsh  game  we  are  playing 
right  now. 

Let  me  ask  you  about  the  fisheries  fees.  My  understanding  of 
section  303(d)  of  the  Magnuson  Act  is  that  it  gives  you  authority 
to  collect  fees  under  management  plans,  but  that  it  specifically 
spells  out  that  these  fees  shall  not  exceed  administrative  costs. 
Now,  we  have  a  fee  proposal  coming  to  us  this  year  that  is  going 
to  be  based  on  value. 

Sixty  percent  of  the  value  of  fish  caught  under  the  jurisdiction 
of  the  United  States  comes  from  Alaska,  so  this  may  not  be  so 
much  a  national  fee,  as  a  fee  on  Alaska.  I  think  60  percent  is  con¬ 
servative.  As  a  matter  of  fact,  with  the  collapse  of  fisheries  in  the 
Pacific  Noi^thwest  and  the  collapse  of  the  fisheries  in  New  England 
and  the  unfortunate  results  down  in  the  gulf,  I  think  we  will  be 
well  over  75  percent  of  the  quantity  of  fish  to  be  caught  this  year. 

We  are  going  to  pay  that  fee.  And  if  we  pay  it — we  are  going  to 
have  even  more  difficulty  competing  with  foreign  imports.  You 
know,  we  have  a  lot  of  imported  pen-raised  salmon  coming  in  from 
Norway.  In  fact,  we  have  ^1  kinds  of  imports  as  the  world’s  second 
largest  importer  of  seafood — it  is  sort  of  like  the  oil  import  thing. 
We  try  to  tax  domestic  oil,  and  the  more  we  tax  it,  the  less  domes¬ 
tic  oil  production  we  have,  whereas  the  foreign  oil  comes  in  here 
and  it  does  not  pay  a  tax  at  all. 

Is  this  fee  going  to  apply  to  all  fish  that  are  consumed  in  the 
United  States  or  just  to  domestically  produced  fish? 

Dr.  Baker.  The  current  plan  is  it  will  be  all  fish. 

Mr.  Hall.  Yes,  sir,  it  would  be  all  fish,  equally  between  imports 
and  domestic. 

Senator  Stevens.  How  are  you  going  to  get  to  imports? 

Mr.  Hall.  This  would  be  on  the  first  sale  of  fish,  whether  it  is 
harvested  and  sold  through  a  wholesaler  or  whether  it  was  im¬ 
ported  and  sold  through  a  distributor  organization. 

Senator  Stevens.  You  are  going  to  submit  specific  legislation  on 
that? 

Mr.  Hall.  Yes;  and  we  understand  that  the  provision  that  you 
cited  of  the  Magnuson  Act  would  not  provide  the  flexibility  to  do 
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this.  We  are  submitting  this  as  part  of  an  administration  bill  to 
amend  the  Magnuson  Act. 

Senator  Stevens.  It  would  apply  equally  to  catfish  farms? 

Mr.  Hall.  This  is  only  for  marine  resources. 

Senator  Stevens.  It  does  not  apply  to  fresh  v/ater  or  upland  fish? 

Mr.  Hall.  No;  it  does  not  and  would  not.  Those  species  are  cov¬ 
ered  through  other  legislation. 

Senator  Stevens.  Well,  perhaps  it  is  a  little  fairer  than  I 
thought. 

Last - 

Senator  DOMENICI.  Senator  Stevens,  would  you  yield  for  just  a 
moment. 

Senator  Stevens.  I  would  be  happy  to  do  that. 

TERMINATIONS 

Senator  DOMENlcl.  I  think  we  ought  to  make  the  record  kind  of 
clear  here  with  reference  to  terminations  of  programs  which  three 
Senators  have  already  raised  in  terms  of  NOAA  and  terminations. 
And  I  believe  part  of  the  goal  and  objective,  just  to  tell  you  how 
I  feel  about  the  budget,  was  to  come  up  with  a  lot  of  terminations. 
And  so  this  was  part  of  what  the  President  could  take  and  say  he 
was  reducing  the  Dudget. 

And  I  think  the  terminations  were  115,  as  publicized.  And,  inter¬ 
estingly  enough,  Senator  Stevens,  43  of  those  are  within  NOAA’s 
budget,  43  of  115,  and  you  cited  a  few  there.  But  I  think  we  should 
say  that  that  does  not  mean  that  programs  across  the  board  in 
Government  were  either  frozen  or  cut.  As  a  matter  of  fact,  there 
are  new  pro^ams  and  dramatic  increases  that  amount  to  about 
$8.6  to  $10  billion,  Mr.  Chairman.  In  other  words,  programs  went 
up-^let’s  use  a  round  number  and  say  10  billion  dollars’  worth — 
wnile  this  115  is  referred  to  across  the  land  as  budget  restraint. 

I  think  the  opposite  of  my  friend  from  Alaska.  I  think  some  of 
these  115  are  going  to  be  put  back,  and  the  administration  ex¬ 
pected  them  to  be  put  back,  oecause  I  am  not  at  all  sure  the  appro- 
priators  intend  to  give  the  President  all  of  his  increases.  So  what 
we  are  going  to  have  iw,  when  we  are  all  finished,  we  are  going  to 
be  the  ones  that  did  not  terminate  programs. 

Senator  Stevens.  Well,  I  would  say  to  the  Senator,  if  you  can  get 
them  all  back  in  without  increasing  the  budget - 

Senator  Domenici.  We  will  not  get  them  all  back. 

Senator  Stevens,  I  am  going  to  make  you  the  Wizard  of  Oz. 
[Laughter.] 

Senator  DOMENICI.  Well,  we  will  come  close.  Congress  will  come 
close  in  my  opinion.  Not  all  of  them,  but  a  whole  bunch  of  them. 

nautical  charts 

Senator  Stevens.  Mr.  Chairman,  I  have  just  got  two  more 
things,  if  I  may.  One  is  on  nautical  charts.  We  have  been  told  that 
NOAA  will  cancel  about  125  charts  this  year.  I  understand  that 
charts  cost  money.  But  one  of  the  ways  that  the  charts  to  be  can¬ 
celed  have  been  selected  is  by  wlere  the  number  of  charts  that 
have  been  purchased  is  low. 

And  if  my  information  is  correct,  one-third  of  those  charts  to  be 
cut  cover  my  State.  We  do  happen  to  have  one-half  the  coastline 
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of  the  United  States  and  we  have  only  600,000  people,  so  bv  defini¬ 
tion  we  are  not  going  to  be  buying  many  charts.  But  of  all  the 
places  to  cancel  charts,  we  have  fewer  navigation  aids  per  mile  or 
per  person  or  whatever  you  want,  than  anywhere  else  in  the  coun¬ 
try. 

Now,  those  charts  are  absolutely  essential  to  safety  in  my  area. 
We  have  a  higher  number  of  deaths  in  our  fishing  industry  than 
any  other  industry  in  the  country.  These  charts  are  absolutely  es¬ 
sential  to  Alaskans,  even  though,  in  terms  of  numbers,  we  pur¬ 
chase  very  few.  I  have  just  got  to  plead  with  you,  not  ask  you,  to 
look  at  that  and  change  that  standard. 

The  number  of  sales  of  the  charts  have  nothing  to  do  with  the 
number  of  lives  saved.  As  a  matter  of  fact,  if  you  nave  got  enough 
demand  in  somewhere  like  New  York,  you  will  have  a  private  com¬ 
pany  that  wants  to  reproduce  the  charts  and  sell  them  anyway. 
But  up  our  way  there  is  not  enough  demand,  so  no  one  could  pos¬ 
sibly  make  money,  and  I  think  the  standard  is  wrong.  I  would  urge 
you  to  change  that. 


ARCTIC  CONTAMINATION 

Second,  coming  to  your  agency  is  the  report  on  “Arctic  Contami¬ 
nation,  Research,  and  Assessment”  prepared  by  the  Interagency 
Arctic  Research  Policy  Committee,  lARPC.  You  are  familiar  with 
that? 

Dr.  Baker.  Yes,  sir. 

Senator  Stevens.  For  2  years  now  the  Congress,  at  my  request, 
has  made  available  $10  million  of  Defense  money  to  study  the  dis¬ 
position — really,  to  identify  where  waste  was  disposed  of  and  to 
study  the  effects  of  atomic  waste  by  the  former  Soviet  Union.  That 
money  is  coming  to  an  end.  I  have  just  left  a  meeting  with  Sec¬ 
retary  Periy,  and  Dr.  Carter  and  his  staff  told  me  that  the  subject 
was  raised  by  Russia  in  Secretary  Perry^s  recent  trip  to  Russia. 

The  responsibility  in  our  national  system  for  studying  the  affect 
of  contamination  on  the  oceans  off  our  shore  is  under  your  agency. 
This  recommendation  would  request  additional  funds  to  expand 
your  ability  to  deal  with  the  impact,  if  any,  of  this  contamination 
as  it  comes  into  our  waters. 

Are  you  familiar  with  that  study  and  the  request  that  is  coming 
to  you  from  lARPC? 

Dr.  Baker.  Yes,  I  am.  Senator. 

Senator  Stevens.  Do  you  have  money  in  the  budget  to  deal  with 
the  immediate  request  for  studies  in  the  North  Pacific  to  see  to 
what  extent,  if  any,  the  contamination  which  has  reached  us  has 
had? 

Dr.  Baker.  At  the  moment  we  do  not.  Our  funding  of  that  activ- 
ity  has  depended  on  reimbursable  funds  from  DOD  and  from  the 
National  Science  Foundation  and  if,  in  fact,  they  do  not  have  the 
funding,  then  we  would  not  be  able  to  do  that. 

Senator  Stevens.  Well,  they  have  the  funding  to  continue  locat¬ 
ing  where  the  waste  was  disposed  of  by  the  Soviets,  and  we  are 
tracking  the  migration  of  that  waste  as  it  comes  out  of  the  Ob  and 
the  Yangtze  River,  and  into  the  Kara  Sea,  and  we  have  just  had 
a  preliminary  report  from  the  Office  of  Naval  Research  that  there 
is  none  of  it  in  our  waters  yet,  but  it  is  moving. 
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Now,  I  would  like  to  make  sure  that  you  are  prepared,  once  it 
reaches  your  jurisdiction,  to  keep  track  of  the  impact,  if  any,  which 
comes  from  this  nuclear  waste? 

The  Soviets  have  disposed  of  several  nuclear  reactors,  Mr.  Chair¬ 
man,  in  the  North  Pacific.  It  had  fairly  low  radioactivity,  but  it  still 
has  been  put  into  the  North  Pacific  and  into  the  Sea  of  Japan,  and 
I  am  told  there  is  another  vessel  right  there  off  Vladivostok  waiting 
to  be  dumped  right  now.  So  we  have  got  to  get  on  top  of  this. 

I  am  not  certain  that  we  are,  from  talking  to  Dr.  Gablakov,  who 
is  Mr.  Yeltsin’s  assistant  over  there  in  Russia.  They  think  that  the 
waste  is  going  in  the  other  direction,  it  is  going  into  the  European 
sector  rather  than  the  Pacific,  but  we  need  to  know. 

Your  own  reports  show  that  of  all  the  fishery  zones  in  the  world 
the  one  that  is  surviving  and  is  not  overfished  or  hurt  by  environ¬ 
mental  damage  is  the  North  Pacific.  I  think  we  ought  to  put  up  a 
fence  around  the  North  Pacific  and  make  sure  it  does  not  happen 
to  us.  So  I  would  like  to  have  you  tell  us  what  you  need,  if  any¬ 
thing,  to  get  ready  to  follow  the  requests  made  of  you  by  the  inter¬ 
agency  initiative  put  together  to  address  the  risks  from  Arctic  con¬ 
tamination? 

Dr.  Baker.  We  will  get  a  report  to  you,  Senator. 

[The  information  follows:] 

NOAA  participated  in  the  Interagency  Arctic  Research  Policy  Committee  (lARPC) 
in  the  development  of  a  government-wide  proposal  called  the  Arctic  Contamination 
Research  and  Assessment  Program.  The  proposal  addresses  a  number  of  possible 
areas  of  new  work  which  NO^,  the  Department  of  the  Interior,  the  Department 
of  Energy,  the  Environmental  Protection  Agency,  and  the  National  Science  Founda¬ 
tion  coiUd  address.  The  proposal  has  identified  approximately  $15  million  of  projects 
which  NOAA  could  undertake. 

Senator  Stevens.  Thank  you  very  much. 

Senator  Holdings.  Very  good,  Senator  Kerrey. 

Senator  Kerrey.  Mr.  Chairman,  in  the  interest  of  time,  I  have 
some  questions  I  will  just  submit  for  the  record.  Particularly,  you 
have  a  program  called  global  learning,  the  GLOBE  Program,  that 
I  am  interested  in.  I  would  like  to  know  what  the  requirements  are 
for  application  or  if  you  are  intending  to  expand  it,  and  a  couple 
of  other  questions  that  ought  to  get  answered. 

noaa’s  impact  on  economy 

But,  Mr.  Baker,  if  I  could — Dr.  Baker,  excuse  me.  As  I  under¬ 
stand  it,  your  request  is  approximately  the  same  dollar  terms  as 
it  was  last  year.  I  mean  roughly  $2  billion,  $900  million,  or  some¬ 
thing  like  that. 

I  have  got  to  confess,  I  know  Senator  Stevens  has  one-half  the 
coastline  of  the  country,  we  have  none. 

Senator  Stevens.  He  has  got  a  Navy,  though. 

Senator  Kerrey.  We  have  a  Navy,  we  do,  but  we  have,  unfortu¬ 
nately  never  fired  a  shot  in  anger. 

The  question  will  occur  in  Nebraska,  what  does  NOAA  do  for  our 
State.  It  seems  that  I  am  constantly  being  faced  with  that  question, 
regardless  of  where  the  appropriation  is.  So  I  wanted  to  give  you 
an  opportunity  to  respond  to  that,  because  I  do  not  see  it  in  your 
testimony. 
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It  seems  to  me  as  well,  I  must  say,  that  the — and  I  am  not  talk¬ 
ing  about  how  much  money  is  being  spent;  I  am  really  looking  at 
the  economic  multiplier  of  the  NOAA  investment.  Increasingly,  as 
I  face  problems  at  home,  whether  it  is  crime,  welfare,  or  out-of- 
wedlock  births,  or  various  social  problems  we  face  in  both  the  inter¬ 
city  and  in  a  rural  area,  that  the  common  denominator  solution  is 
a  job,  the  common  denominator  solution  as  well  is  a  job  that  gives 
people  some  sense  that  they  have  got  some  dignity  and  that  they 
feel  good  about  themselves,  able  to  support  their  family,  that  sort 
of  thing. 

And  I  point  out,  as  I  do  increasingly  in  Appropriations  Commit¬ 
tee  hearings,  that  this  year  we  will — ^with  no  expansion  of  benefits, 
with  no  expansion  of  eligibility,  we  are  going  to  spend  $30  billion 
more  in  Federal  health  care  programs,  with  no  debate,  in  Medicaid 
and  Medicare.  We  will  spend  another  $20  billion  additional  on  re¬ 
tirement,  a  bit  more  controversial  than  health  care.  But  $50  billion 
total  will  go  out  in  transfer  payments. 

The  Census  Department,  over  our  recess,  reported  that  the  per 
capita  expenditures  from  the  Federal  Government  increased  about 
$400  from  roughly  $4,500  to  $4,700,  and  almost  all  of  that  is  a  con¬ 
sequence  of  growth  in  the  mandated  entitlement  programs  which, 
again,  we  rarely  debate.  There  is  generally  good  soci^  purpose  for 
those  transfers:  trying  to  support  income,  trying  to  provide  health 
care  for  people  that  otherwise  would  not  have  it.  But  except  for  the 
consumption,  you  really  cannot  make  an  argument  that  it  is  creat¬ 
ing  jobs. 

And  as  I  look  at  the  NOAA  budget — and  I  would  like  to  give  you 
an  opportunity  to  respond  to  it — there  are  some  cuts  that  I  do  not 
like,  there  are  some  things  that  I  would  like  to  see  reordered,  but 
as  I  see  the  NOAA  budget,  I  see  $2  billion  that,  it  seems  to  me, 
is  awfully  important  for  the  development  of  the  U.S.  economy. 

In  other  words,  if  we  took  that  $2  billion  and  did  not  spend  it. 
Let  us  say  we  decided  that  we  were  going  to  take  that  $2  billion 
and  we  are  going  to  put  it  in  the  President’s  health  care  plan,  as 
an  alternative.  And  I  do  not  think  that  is  going  to  happen,  but  let 
us  just  say  we  did  it,  what  would  be  the  impact,  the  economic  im¬ 
pact  in  this  country  if  we  took  that  $2  billion  and  took  it  to  zero 
dollars? 

Dr.  Baker.  Let  me  give  you  two  examples.  Senator,  just  quickly. 
One  major  part  of  NOAA’s  activities  is  providing  warnings  for  pub¬ 
lic  life  and  safety  by  the  Weather  Service.  You  have  many  Weather 
Service  offices  in  Nebraska,  and  this  direct  impact  of  the  weather 
forecasts  has  a  major  impact  on  every  State,  including  your  own, 
especially  as  a  farm  State. 

We  have  in  NOAA,  in  fact,  developed  a  capability,  which  we  are 
now  starting  to  apply,  of  providing  long-^  ange  forecasts,  that  is  6- 
month  forecasts  for  farmers  on  how  much  rainfall  there  will  be  so 
they  can  decide  what  kind  of  crops  to  grow.  This  could  have  an 
enormous  impact  on  agriculture  and  it  is  the  kind  of  thing  which 
we  are  currently  developing. 

One  other  example  is  a  program  which  we  have  worked  on  for 
a  number  of  years.  It  is  looking  at  air  pollution,  clean  air,  and  the 
impacts  in  rural  areas  and  farm  areas  of  what  is  called  rural  ozone, 
a  serious  air  pollution  issue.  And  we  are  doing  research  on  this.  It 
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is  part  of  the  Clean  Air  Act.  But  those  two  areas  have  a  direct  im¬ 
pact  on  the  people  of  your  State,  public  life  and  safety  and  air  pol¬ 
lution. 

Senator  Kerrey.  The  question  that  I  am  trying  to  get  specifically 
is  we  are  going  to  pull  $2  billion  out  of  the  U.S.  economy  to  fund 
your  budget,  roughly  80  percent  directly  in  taxes  and  20  percent 
with  Treasury  bond  sales,  and  have  you  ever  calculated  the  eco¬ 
nomic  multiplier  of  that  $2  billion?  Have  you  ever  said  here  is  what 
this  adds  to  the  U.S.  economy? 

Dr.  Baker.  If  I  can  give  you  one  example — we  have  a  lot  of  dif¬ 
ferent  programs  and  we  have  to  do  a  different  multiplier  for  dif¬ 
ferent  programs,  but  $1,2  billion  of  our  budget  is  spent  on  weather 
warnings  and  forecasts,  and  the  economic  multiplier  is  about  7  to 
1  for  the  money  that  we  spend,  and  we  have  very  detailed  economic 
analysis  of  that  fact,  as  we  have  worked  it  out  through  the  mod¬ 
ernization  of  the  National  Weather  Service.  We  have  similar  modi¬ 
fiers  on  other  parts  of  our  programs,  but  that  is  one  that  I  can  give 
you  a  report  on  today. 


budget  requirements 

Senator  Kerrey.  Well,  I  say  that  because,  again,  for  people  out 
there  who  are  trying  to  figure  out  what  it  is  that  we  are  doing  in 
Washington,  which  is  a  rather  substantial  number,  again  one  of 
the  things  that  I  detect  is  kind  of  a  common  message,  left  to  right, 
is  that  they  would  like  us  to  do  things  that  would  help  their  kids 
find  jobs,  help  them  find  jobs.  And  I  am  just  not  certain  that  we 
have  done  a  very  good  job  of  explaining — in  the  midst  of,  you  know, 
the  typical  debates  about  how  we  are  going  to  spend  money,  I  do 
not  think  we  have  done  a  very  good  job  of  explaining  the  relation¬ 
ship  of  this  kind  of  appropriation  to  the  economy. 

And  I  think  we  have  set  ourselves  up.  And  we  may — as  I  under¬ 
stand  it,  the  administration  has  got  to  find  $12  billion  to  fund 
GATT.  And  the  Senator  from  New  Mexico  already  mentioned  the 
Exon  amendment,  which  has  reduced  the  caps.  I  mean,  it  seems  to 
me  that  we  are — unless  we  address — this  is  me  perhaps  singing  a 
song  that  people  are  getting  tired  of  hearing,  but  unless  we  address 
this  entitlement  side,  what  we  are  going  to  do  is  we  are  going  to 
be  arguing  over  this  account  versus  that  account,  and  both  of  which 
would  be  good  for  the  U.S.  economy. 

And  I  am  troubled,  frankly,  by  the  debate  already,  just  in  this 
particular  item,  but  more  broadly  on  every  Appropriations  Commit¬ 
tee  I  have  gone  to.  I  mean  I  can  see  what  is  happening.  We  are 
going  to  be  cutting  those  things  that  will  unquestionably  contribute 
to  the  U.S.  economy,  while,  without  debate,  funding  things  that 
might  make  good  social  policy  sense,  might  be  urgently  needed.  In¬ 
deed,  as  we  see  with  health  care,  the  demand  for  health  care  serv¬ 
ices  is  even  greater  than  what  we  are  currently  funding,  and  we 
are  funding  a  $30  billion  increase  already. 

I  have  got  a  $30  billion  increase  in  Federal  health  care  funding, 
but  with  demand  to  do  more.  Indeed,  it  could  be  argued  promises 
to  do  more,  and  at  the  time  that  I  am  looking  at  accounts  that  will 
answer  the  question  at  home,  what  are  you  doing  to  create  a  job, 
that  I  am  cutting. 
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Senator  Rollings.  Dr.  Baker,  just  a  comment.  I  never  forget, 
they  tore  up  the  Congress  last  year  at  this  time,  March,  April,  May 
over  a  $16  billion  stimulus  bill.  This  was  going  to  wreck  the  whole 
economy  and  everything  else  at  that  time.  And  then  2  days  before 
we  left  in  November  we  passed  $18  billion,  by  a  voice  vote,  for  the 
RTC,  Resolution  Trust  Corporation. 

Now,  the  expenditure  of  this,  since  we  are  talking  about  $2  bil¬ 
lion,  I  would  like  to  talk  about  the  $200  billion,  the  $400  billion, 
and  the  $500  billion.  They  can  find  money  for  pork,  S&L*s,  $260 
billion  in  one  State  down  there  in  Texas.  So  if  we  are  going  to  com¬ 
pare  programs,  seven-tenths  of  the  Earth’s  surface  is  in  the  oceans, 
and  if  the  rationale  is  if  a  State  doesn’t  have  any  ocean  landings, 
let  us  get  rid  of  the  U.S.  Navy.  I  guess  that  would  be  the  logic  of 
it. 

I  expect  th^  sell  fresh  fish  in  Omaha  Steak  Houses,  because  I 
have  been  to  Omaha  and  eaten  it;  it’s  a  very  nice  place,  delightful 
there.  We  know  the  projections,  as  you  have  indicated,  on  the 
floods  and  eveiything  else  of  that  kind.  Tliere  are  plenty  of  places, 
as  the  distinguished  ^nator  points  out,  to  be  saving  money. 

My  list  begins  with  the  tremendous  waste  ^hat  we  can  easily  find 
with  things  like  RTC.  I  talked  with  the  best  financial  experts.  They 
said  take  your  $15  billion  hit  and  get  out.  That  was  not  the  case 
at  all.  No,  no.  They  wanted  to  continue,  and  I  voted  against  spend¬ 
ing  that  $500  billion  without  hardly  any  debate. 

Now  what  you  have,  in  essence,  is  a  real  problem.  And  Leon  Pa- 
netta  knows  better  when  he  eliminates.  They  talk  about  the  num¬ 
ber  of  programs  he  eliminates.  He  actually  eliminates  about  $80 
million — it  is  $124  million,  but  there  is  not  repeating  procurement 
of  an  aircraft  for  $43  million  in  there,  so  when  you  eliminate  $80 
million  there  and  then  you  are  looking  for  $88  million  in  fisheries 
fees  which  you  had  not  even  submitted  to  the  authorizing  commit¬ 
tee,  what  you  do  in  your  budget  submission  here  to  the  Appropria¬ 
tions  subcommittee  is  giving  us  a  $170  million  headache. 

And  I  would  suggest,  since  you  are  so  good  in  the  oceans  and  the 
atmosphere  and  a  recognized  leader — and  I  can  tell  you,  this  com¬ 
mittee  is  supporting  you  and  they  are  supporting  your  programs, 
but  you  can  see  we  are  having  a  hard  time  supporting  this  budget. 
You  have  got  to  get  a  budget  officer  ihat  is  more  on  top  of  it  and 
just  tell  him  that  you  cannot  be  rolled  in  this  fashion  by  0MB,  $88 
million  in  fisheries  fees?  You  have  got  435  House  members  that  are 
not  going  to  vote  for  fees. 

Senator  DOMENICI.  Yes. 

Senator  Rollings.  They  can  see  the  little  20-second  sound  bit, 
that  fellow  who  voted  for  fees.  You  have  killed  your  budget  over  on 
the  House  side.  They  are  all  running  for  reelection  this  year.  You 
think  here  in  May,  June,  July,  in  the  summer,  just  when  they  are 
gearing  up  trying  to  get  reelected  through  primaries  and  general 
elections,  they  are  going  to  vote  to  increase  taxes?  I  do  not  mind. 
I  am  speaking  objectively,  because  I  recommended  a  value-added 
tax  ana  they  ran  against  me  as  high-tax  Rollings.  I  had  a  good 
time. 

But  I  know  what  happens  and  you  have  got  to  know  what  hap¬ 
pens  out  there.  You  cannot  come  up  here  with  a  $170  million  head¬ 
ache  for  the  Appropriations  Committee  because  that  hurts  us. 
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By  the  way,  I  have  got  a  group  of  persons — and  I  am  going  to 
yield  to  Senator  Domenici,  but  with  respect  to  the  coastal  zone 
management  grants,  your  budget  recommends  a  freeze.  We  have 
always  had  national  support  for  quite  a  few  years,  because  we 
maintain  a  minimum  grant  and  a  maximum  grant  for  States.  You 
still  support  the  minimum  and  maximum  grant  approach,  is  that 
not  right? 

Dr.  Baker.  Yes;  that  is  right.  We  had  proposed  an  adjustable 
maximum  grant  level  so  that  we  could  adjust  that  according  to  var¬ 
ious  States.  Basically,  we  support  that  general  notion  of  minimum 
and  maximum  grants,  yes,  Senator. 

Senator  Hollings.  Senator  Domenici. 

BUDGET  ENVIRONMENT 

Senator  Domenici.  Well,  Mr.  Chairman,  I  am  reluctant  not  to 
state  a  couple  of  things  in  the  record  that  follow  on  Senator 
Kerrey’s  remarks. 

First  of  all,  everybody  is  becoming  more  and  more  familiar  with 
the  fact  that  the  appropriated  accounts  such  as  NOAA  get  more 
and  more  squeezed  oecause  the  budget  continues  to  grow  out  of  all 
proportion  because  of  some  entitlement  programs.  Most  of  the  num- 
oers  Senator  K  ;rrey  cited  are  correct.  But  I  think  the  interesting 
thing  is  that  the  only  way  anybody  knows  to  get  the  deficit  under 
control  and  get  down  to  zero,  zero  budget  deficit  in  good  times,  is 
to  control  the  health  care  costs. 

Almost  everybody  said  it.  The  President  said  it  100  times  in  his 
campaign.  The  problem  or  the  brunt  of  it,  Mr.  Chairman,  is  that 
most  of  the  health  care  plans  do  not  save  any  money,  right? 

Senator  Rollings.  No;  they  cost  more. 

Senator  Domenici.  So  all  the  savings  that  might  accrue  to  a  re¬ 
formed  system  wherein  the  health  care  costs  of  the  Grovemnient 
are  growing  at  four  times  inflation,  10  or  11  percent  growth  in  a 
3-percent  inflation  which  will  break  the  bank,  we  are  going  to  save 
all  that  money  hypothetically  in  a  reform  mode,  but  we  are  going 
to  spend  it  all  on  new  programs.  So  essentially  we  are  not  helping 
a  bit  in  terms  of  taking  the  pressure  off  of  accounts  like  NOAA’s 
and  other  discretionary  accounts  that  are  spending  money  on  pro¬ 
grams  that  people  really  need  and  that  are  probably  very  good  for 
the  country. 

Having  made  that  point,  I  think  I  stated  something  about  the 
115  program  terminations,  of  which  43  are  in  this  budget,  that  I 
want  to  clarify.  The  total  amount  of  savings  in  all  the  terminated 
programs,  Mr.  Chairman,  is  about  $2.5  billion,  so  nobody  ought  to 
think  that  is  a  huge,  huge  savings.  But  that  is  good,  you  save 
money.  On  the  other  hand,  we  increase  programs  to  the  tune  of  $9 
billion.  So  the  point  I  was  making  a  while  ago  that  it  is  nice  to  run 
around  and  say  we  have  terminated  programs,  but  the  issue  is  how 
much  have  we  effectively  saved  or  cut  the  budget  by,  and  the  an¬ 
swer  is  none,  because  we  then  find  room  to  spend  far  more  than 
the  terminated  programs  on  other  things. 

I  believe,  in  the  shuffle,  Congress  is  not  going  to  outspend  the 
President.  I  do  not  want  to  leave  that  impression  when  I  said  most 
of  these  are  going  back  in.  The  thing  is  we  are  going  to  be  bound 
by  the  same  path  he  was,  but  we  may  not  fund  $8.5  billion,  $9  bil- 
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lion  in  new  programs,  we  might  find  that  some  of  these  43  just  can¬ 
not  be  terminated. 

And  for  anybody  that  is  doubtful  about  that,  you  are  a  very  very 
forthright  witness.  You  sort  of  remind  me  of  the  Bureau  of  Indian 
Affairs  people  who  came  before  the  Indian  Affairs  Committee  when 
the  President  slaughtered  the  Indian  health  budget.  They  ended  up 
eventually  saying  we  did  not  do  it.  They  eventually  said  we  did  not 
even  want  it.  Now,  you  did  not  say  that  today,  but  it  is  pretty  obvi¬ 
ous  that  many  of  these  things  were  thrust  upon  you,  and  most  peo¬ 
ple  expect  them  not  to  occur. 

Having  said  that,  let  me  ask  you  about  one  major  thing  that  real¬ 
ly  bothers  me,  and  that  is  the  ‘‘National  Performance  Review.” 
There  are  savings  proposed  in  the  “National  Performance  Review” 
that  we  ought  to  all  sit  up  and  take  notice  of.  They  are  great.  And 
one  is  $300  million  estimated  savings  from  the  consolidation  of 
your  weather  satellite  activities  with  the  Defense  Department’s  sat¬ 
ellite  programs  on  weather.  But,  frankly,  I  would  just  like  to  know, 
because  that  is  the  kind  of  savings  we  ought  to  be  interested  in 
from  NOAA’s  budget. 

Senator  Rollings.  And  he  is  an  expert  on  it. 

Senator  Domenici.  What  are  the  staff  recommendations  and  are 
these  savings  accurate  and  are  we  really  moving  in  that  regard? 

Dr.  Baker.  Senator,  I  am  glad  you  asked  that  question.  This  has 
been  a  very  high  priority  for  us  in  trying  to  save  money,  to  consoli¬ 
date  the  military  weather  satellite  programs  together  with  the 
NOAA  weather  satellite  programs.  We  are  not  consolidating  our 
weather  service,  but  it  is  the  weather  satellite  programs. 

Senator  Domenici.  Right,  weather  satellite  programs. 

Dr.  Baker.  We  are  currently  running  four  satellites  with  a  large 
amount  of  duplication  in  effort,  and  it  was  my  view  before  I  came 
to  NOAA,  and  the  Vice  President  shared  that  view  when  he  chaired 
the  “National  Performance  Review,”  that  we  could  save  a  large 
amount  of  funds  if  we  could,  in  fact,  converge  these  two  systems. 

We  had  an  interagency  effort  going  between  NOAA  and  the  De¬ 
partment  of  Defense  and  the  President’s  Office  of  Science  and 
Technology  Policy  to  come  to  a  convergence  plan.  That  plan  will  be 
delivered  to  you  at  the  end  of  this  month.  We  are  very  close  to  com¬ 
pleting  the  plan.  The  savings — over  a  period  of  10  years  are  on  the 
order  of  hundreds  of  millions  of  dollars.  I  cannot  give  you  an  exact 
number,  but  that  order  of  magnitude  is  not  an  unreasonable  num¬ 
ber.  And  we  are  very  much  on  track.  We  will  take  the  number  of 
U.S.  satellites  from  four  down  to  two,  and  that  is  a  major  savings, 
while  still  providing  the  same  kinds  of  v;eather  information  that  we 
have  today. 

Senator  Rollings.  NOAA  is  not  going  to  get  the  savings?  They 
go  to  Defense? 

Senator  Domenici.  I  was  just  going  to  say  that. 

Dr.  Baker.  Most  of  the  savings  will  go  to  Defense  because  we 
have  already  made  the  assumption  in  our  budget  that  we  would 
only  have  one  satellite,  and  U.S.  instruments  aboard  a  European 
satellite.  However,  we  are  trying  to  work  the  budget  through  our 
expert  Comptroller  here,  to  see  if  some  of  the  savings,  in  fact,  could 
occur  to  the  converged  program,  of  which  we  would  be  a  part.  And 
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if  that  is  the  case,  we  would  see  some  savings  too.  This  has  not  yet 
been  settled,  but  we  are  working  on  it. 

SYSTEMS  PROGRAM  OFFICE  [SPOj 

Senator  Domenici.  Let  me  ask  about  this  issue — my  staff  tells 
me — I  wasn't  here  when  this  occurred — that  several  years  ago  we 
had  a  massive  cost  overrun  in  the  geostationary  satellite  procure¬ 
ment.  And  apparently  you  all,  in  appropriate  response,  set  up  some 
kind  of  an  office  that  would  handle  this.  I  understand  the  head  of 
that  office  recently  left  you  to  go  join  the  FAA.  Are  we  going  to  con¬ 
tinue  to  use  a  system  program  office  for  these  mayor  procurements? 
Has  it  been  working  in  terms  of  overruns  and  making  sure  we  can 
economize? 

Dr,  Baker.  Well,  Senator,  thank  you.  Thanks  to  Senator  Rol¬ 
lings,  this  issue  of  the  problems  with  GOES  was  recognized.  A  Sys¬ 
tems  Program  Office  was  established  in  NOAA.  It  has  been  a  very 
strong  Office  and  it  will  continue  to  be  a  strong  office.  Bob  Valone, 
who  was  the  Director,  has  been  invited  to  take  over  the  advanced 
automation  program  at  the  FAA,  a  program  that  has  had  a  lot  of 
difficulty,  and  he  was  recruited  very  heavily  by  the  FAA  to  come 
into  that  program.  He  did  work  with  the  FAA. 

Senator  Domenici.  They  need  him. 

Dr.  Baker.  We  are  looking  for  a  very  strong  manager.  It  is  our 
view  that  the  Systems  Program  Office  is  a  very  important  part  of 
NOAA  because  it  puts  a  firewall  between  the  acquisitions  of  major 
systems  and  the  development  of  requirements.  And  although  we 
are  making  some  minor  changes  in  that  organization,  that  system 
of  a  strong  Systems  Program  Office  with  a  firewall  between  acqui¬ 
sitions  and  requirements  definition  is  one  that  we  feel  very  strong¬ 
ly  about  in  our  management  activity. 

NEXRAD 

Senator  Domenici.  My  last  question  has  to  do  with  Nexrad,  the 
next  generation  suggest  weather  radar.  I  understand  that  the 
Weather  Service  is  set  to  install  this  new  system  in  my  home  city 
of  Albuquerque  in  the  next  month  or  so.  This  is  important  for  New 
Mexico  as  a  whole,  because  we  have  never  had  a  civilian  weather 
radar  system  and  Albuquerque  has  been  relying  on  the  FAA  radar, 
which  is  certainly  not  designed  to  do  the  kinds  of  things  that  yours 
are  and  that  Nexrad  will  do. 

What  is  the  status  of  the  installation  of  a  Nexrad  radar  network 
and  what  is  the  status  of  the  funding  being  provided  by  the  other 
partners  in  that  development? 

Dr.  Baker.  I  can  tell  you  I  think  we  are  going  to  finish  that  up 
by  fiscal  year  1996,  is  the  plan  over  the  entire  United  States,  but 
I  would  have  to  ask  Lou  Boezi  from  the  Weather  Service  to  com¬ 
ment  on  the  other  specifics. 

Mr.  Boezi.  Yes;  the  radar  is  scheduled  for  May  this  year,  and  the 
overall  agency  funding  is  generally  on  track.  However,  within  the 
FAA,  the  installation  of  certain  radars  in  Alaska  and  Hawaii  is 
being  delayed.  They  have  not  acquired  the  radars. 

Senator  Domenici.  OK,  and  the  funding  for  the  Air  Force  and 
the  FAA  is  on  track? 
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Mr.  Boezi.  Overall,  yes.  The  Air  Force  is  right  on  schedule,  but 
the  FAA  has  a  significant  budget  shortfall. 

Senator  DOMENICI.  Mr.  Chairman,  I  may  submit  two  or  three 
more.  I  thank  you  for  the  time. 

Senator  Rollings.  I  am  delighted  that  you  mentioned  that.  You 
do  not  have  any  oceans,  and  yet  you  have  got  tremendous  interest 
in  it. 

Senator  Domenici.  I  am  not  against  the  oceans  either.  I  mean, 
we  hardly  have  a  river.  But  my  first  success  at  adopting  a  statute 
had  to  do  with  those  States  that  do  have  rivers.  I  said  they  ought 
to  pay  a  part  of  the  Corps  of  Engineers  cost  for  all  those  dams.  So 
the  New  Mexicans  did  not  object  at  all,  since  we  do  not  have  any 
rivers. 

Senator  Rollings.  Wonderful,  wonderful. 

Dr.  Baker.  Senator  Rollings. 

Senator  Rollings.  Yes,  sir. 

Dr.  Baker.  Excuse  me.  Senator.  We  would  love  to  have  you  come 
to  the  opening  of  that  radar  in  Albuquerque. 

Senator  Domenici,  You  invite  me,  I  will  be  there. 

ADDITIONAL  COMMITTEE  QUESTIONS 

Senator  Rollings.  Thank  you  very  much,  Dr.  Baker,  and  your 
associates.  We  will  have  some  questions  submitted  for  the  record 
and  we  are  going  to  move  on  now  for  the  technology  section.  Thank 
you  very  much. 

Dr.  Baker.  I  hope  I  have  a.  positive  report  for  you  tomorrow  on 
the  GOES. 

Senator  Rollings.  I  hope  so  too. 

[Pause.] 

[The  following  questions  were  not  asked  at  the  hearing,  but  were 
submitted  to  the  Administration  for  response  subsequent  to  the 
hearing:] 


Questions  Submitted  by  Senator  Ernest  P.  Rollings 

DATA  MANAGEMENT 

Question,  NOAA  will  spend  over  $2  billion  during  this  decade  on  new  radars  and 
other  observing  systems  to  modernize  the  nation’s  weather  warning  and  forecast 
systems.  These  systems,  particularly  the  NEXRAD  radars,  will  proofuce  enormous 
amounts  of  data  which  could  be  used  to  improve  our  understanding  of  thr  tits  like 
tornadoes  and  to  save  lives.  However,  as  your  recent  report  indicates,  NOAA  cur¬ 
rently  does  not  have  the  capacity  to  save  that  data  and  store  it.  For  example,  I  un¬ 
derstand  that  NEXRAD  raoars  were  in  operation  during  the  recent  southeast  torna¬ 
does  but  none  were  equipped  with  recorders  to  save  the  information  collected. 

What  additional  NOAA  capacity  would  be  required  to  record  and  store  NEXRAD 
data? 

Answer.  NOAA  has  assessed  the  trade-offs  and  determined  that  the  most  cost-ef¬ 
fective  means  of  storing  NEXRAD  data  is  on  high-density,  low  cost  media  (magnetic 
tapes  using  helical  scan  technology).  The  hardware  for  these  systems  is  relatively 
inexpensive,  however,  an  archive  organized  for  efficient  retrieval  will  require  exper¬ 
tise  and  resources  beyond  basic  tape  recording.  This  will  facilitate  research  and 
more  quickly  yield  reliable  answers  to  difficult  environmental  questions. 

Question.  \^at  are  your  plans  for  acquiring  that  capacity  and  what  financial  and 
personnel  resources  would  required? 

Answer.  NOAA  recognizes  the  value  of  NEXRAD  data  both  to  improve  current  al¬ 
gorithms  to  recognize  weather  phenomena,  and  as  a  research  tool  to  improve  under¬ 
standing  and  prediction  of  severe  events.  Our  requests  are  for  the  mimmum  consist¬ 
ent  with  prudent  data  management.  Full  recording  of  NEXRAD  data  is  not  required 
for  WSR-^D  system  certification.  This  means  that  archival  systems  will  be  in- 
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stalled  as  soon  as  possible,  but  usually  alter  radar  system  installation.  The  current 
transitional  database  system  at  ttie  National  Climatic  Data  Center  will  be  saturated 
when  enough  NEXRAD  systems  are  on-line  to  generate  300  tapes  per  month,  i.e., 
when  33  NEXRAD  systems  are  providing  a  continuous  data  stream.  Recurring  data 
management  costs  for  maintaining  basic  archival  and  retrieval  systems  is  approxi¬ 
mately  $2  million  per  year. 

NOAA  BUDGET  STRUCTURE 

Question.  Your  budget  request  represents  a  sij^ficant  departure  for  this  year’s 
appropriation  tables  and  past  budget  requests.  The  Appropriation  always  hM  been 
provided  along  organizational  lines — so  much  for  the  National  Weather  Service  and 
so  much  for  the  National  Marine  Fisheries  Service.  Your  approach  creates  new  pro¬ 
gram  categories  and  does  not  follow  organizational  lines.  Also,  specific  line  items  are 
eliminated  for  your  justification  tables — for  both  line  items  you  are  proposing  to  zero 
out  as  well  as  Uiose  you  are  proposing  to  continue. 

There  is  likely  to  be  opposition  fi-om  members  to  providing  this  much  change  and 
flexibility.  So,  please  give  me  your  best  argxunents  on  why  committee  should  fol¬ 
low  your  new  mrmat  when  we  mark-up  the  appropriation  bill  this  year. 

Answer.  The  Strategic  Plan  is  the  first  comprehensive  attempt  to  umfy  NOAA 
nrograms  toward  agency-wide  goals  and  objectives.  The  Plan  is  our  guide  for  ^e 
present  and  our  map  to  the  future,  and,  it  allows  NOAA  to  address  the  public’s 
needs  more  effectively.  The  Strategic  Plan  is  performance  based,  rather  than  organi¬ 
ze  tion  based.  NOAA’s  base  program  capabilities  and  proposed  future-year  efforts 
now  are  structured  around  four  mmor  areas:  (1)  Environmental  Stewardship;  (2) 
Environmental  Assessment  and  Preoiction;  (3)  Cross-Cut  Programs;  and  (4)  Infra¬ 
structure  Requirements. 

By  developing  our  Strategic  Plan,  NOAA  hopes  that  it  has  helped  Congress  recog¬ 
nize  the  cooperation  and  partnerships  that  exist  among  the  various  Line  Offices 
(LO’s)  within  NOAA  in  onier  to  ad^ss  agency-wide  goals  and  objectives.  These 
partnerships  €U*e  not  easily  distinguishable  in  the  traditional  LO  structure.  The 
Strategic  Planning  structure  will  allow  the  Conmss  to  oversee  and  support  all  fac¬ 
ets  of  a  program’s  performance.  For  example,  the  Strate^c  Planning  Structure  al¬ 
lows  for  Congressional  support  on  all  parts  (LO  contributions)  of  the  “Coastal 
Ecosystems  Health”  program,  including  programs  in  Line  Offices  not  generally  asso¬ 
ciated  with  the  National  Ocean  Service  (i.e..  Data  Management  [NESDIS]  and  Habi¬ 
tat  Conservation  [NMFS]). 

It  should  be  noted  that  NOAA  currently  has  no  plans  to  reorganize  its  LO’s  into 
the  Strategic  Plan  structure.  We  have  restructured  c  ur  complex  budget  structure  to 
mirror  NOAA’s  strategic  plan  to  allow  discussion  of  budget  requests  in  terms  of  pro¬ 
gram  performance  now  and  in  the  future. 

FAA  CAUSING  DELAYS/COSTS  IN  WEATHER  SERVICE 

Question.  My  staff  tells  me  that  the  Federal  Aviation  Administration  (FAA)  may 
be  delaying  your  National  Weather  Service’s  modernization  and  causing  a  shortfall 
in  NOAA’s  budget.  FAA  is  not  deploying  and  certifying  Automated  Surface  Observ¬ 
ing  System  (ASOS)  and  requiring  NOAA  personnel  to  remain  at  small  airports.  This 
keeps  NOAA  Weather  Service  Personnel  from  being  re-deployed  to  activate  new 
NEXRAD  radars. 

Is  that  the  case?  What  is  the  personnel  impact  on  NOAA  from  FAAs  delays? 
What  is  the  budget  impact? 

Answer.  Potential  delays  in  NWS  modernization  and  resultant  budget  shortfalls 
stem  from  a  lack  of  agreement  with  the  FAA  on  requirements  for  human  augmenta¬ 
tion  and  backup  of  the  Automated  Surface  Observing  System  (ASOS),  rather  than 
the  deployment  status  of  FAA  sponsored  ASOS’s. 

NWo-sponsored  ASOS’s  are  being  deployed  at  current  NWS  offices,  mostly  at  air¬ 
ports,  that  have  surface  observation  responsibility.  Before  NWS  personnel  can  be 
transferred  from  these  old  offices  to  staff  the  new  NEXRAD  offices,  NO^  regula¬ 
tions  require  the  establishment  of  criteria  for  the  completion  of  automation  certifi¬ 
cations  at  these  old  offices  to  ensure  there  will  be  no  degradation  of  services. 

Until  a  firm  agreement  can  be  reached  with  the  FAA  on  ASOS  augmentation  and 
backup  requirements,  automation  criteria  cannot  be  finalized.  Further  delays  in  ob¬ 
taining  this  agreement  could  delay  these  staff  releases  and  increase  costs.  The  mag¬ 
nitude  of  the  problem  is  quite  large  and  could  have  a  significant  impact  on  NWS 
operating  expenses  and  headcount.  NOAA  and  FAA  senior  management  are  actively 
working  to  resolve  this  issue  in  a  timely  manner. 
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Question.  The  Transportation  Appropriations  bill  cut  $10  million  from  the  ASOS 
program  while  this  Subcommittee  nilly  funded  its  share  of  the  tri-agency  program, 
^at  is  the  programmatic  impact  of  this  reduction  in  Transportation  (FAA)  funds? 

Answer.  The  programmatic  impact  of  this  reduction  is  significant.  As  a  result  of 
the  reduction  in  funding  from  FAA,  the  ASOS  Program  Office  is  currently  negotiat¬ 
ing  with  the  ASOS  proouction  contractor  to  restructure  the  remaining  portion  of  the 
contract  to  accommodate  the  revised  FAA  funding  profile  for  the  AsOS  program. 
Contract  negotiations  are  expected  to  be  completed  by  the  end  of  May.  FAA  has 
stated  that  any  increased  costs  incurred  by  NOAA  due  to  the  restructuring  will  be 
absorbed  by  the  FAA. 

POLAR-SATELLITE  CONVERGENCE 

Question.  The  Vice  President's  National  Performance  Review  calls  for  convergence 
of  NOAA  and  Air  Force  polar-orbiting  weather  satellites.  Savings  are  estimated  at 
$300  million. 

What  is  the  status  of  this  Satellite  Convergence  effort?  In  your  opinion,  is  it  fea¬ 
sible  to  converge  the  two  agency  programs? 

Answer,  The  Report  on  Polar  Convergence  prepared  by  the  Office  of  Technology 
Policy,  was  unveiled  at  a  White  House  on  May  Plans  were  announced  to  con¬ 
verge  DOD’s  Defense  Meteorological  Satellite  ^gram  (DMSP)  of  the  Department 
of  Defense  and  the  NOAA  Polar-orbiting  Operational  Environmental  Satellite 
(POES)  system  into  a  single  operational  environmental  satellite  system.  In  addition 
the  converged  operational  program  will  incorporate  appropriate  aspects  of  NASA's 
Earth  Observing  System  technologies. 

Under  the  directive,  NOAA  was  named  lead  agency  for  integrating  the  converged 
system,  for  satellite  operations,  and  for  the  interface  with  national  and  international 
civilian  users.  DOD  \s^l  have  responsibility  for  the  program's  acquisitions,  command 
and  control,  and  launch  and  systems  integration.  NASA  will  be  responsible  for  facili¬ 
tating  ^e  development  and  incorporation  of  new  cost-effective  technologies  that  will 
enhance  the  capabilities  of  the  converged  system.  The  joint  office  to  manage  the  sys¬ 
tem  is  to  be  set  up  by  October,  although  the  two  operations  will  not  be  completely 
combing  until  2004. 

The  new  system  is  expected  to  reduce  duplication  of  efforts  in  meeting  common 
requirements  while  satisfying  the  unique  requirements  of  the  civil  and  national  se¬ 
curity  communities.  Convergence  is  expectea  to  save  an  estimated  $300  million  by 
the  year  2000,  through  elimination  or  dual  planning  and  development  programs, 
with  additional  savings  of  more  than  $1  billion  in  the  following  10  to  15  years.  The 
converged  system  will  continue  the  open  distribution  of  environmental  data  and  ac- 
commcmate  international  cooperation. 

In  addition,  the  European  space  Earth  observation  partners  were  invited  to  ex¬ 
plore  incorporating  the  European  METOP  polar  satellite  series  into  the  converged 
system,  assuming  U.S.  mission  requirements  can  be  met. 

Question.  How  will  convergence  of  NOAA  and  Defense  polar  satellites  impact 
NOAA's  plan  to  have  European  Space  Agency  fly  a  second  polar-orbiting  satellite? 

Answer.  The  converged  system  architecture  is  desigied  to  not  impact  the  planned 
European  satellite.  All  agencies  recognize  the  cost  etiectiveness  of  an  international 
cooperative  effort.  ,  ,  . 

Question.  The  National  Performance  Review  talks  about  NASA  being  involved  in 
the  convergence  effort.  \^at  is  NASA’s  role? 

Answer.  The  converged  polar  proCTam  will  integrate  the  capabilities  of  NOAA, 
NASA  and  DOD.  NASA  will  primarily  bring  their  space  technology  expertise  to  the 
program  to  ensure  a  continuing  transition  of  new  technology  to  the  converged  pro- 
gram. 

Question.  How  many  times  has  convergence  been  proposed  in  the  past?  What  will 
make  it  work  this  time  while  it  failed  in  the  past? 

Answer.  Convergence  of  DOD's  DMSP  and  NOAA’s  TIROS  program  has  been 
studied  eight  times  since  1972.  Each  time  the  respective  study  concluded  that  con¬ 
vergence  was  technically  feasible,  but  mission  ditterences  precluded  complete  con¬ 
vergence.  However,  the  studies  did  state  full  convergence  could  be  accomplished  at 
the  next  major  redesign  of  the  satellites.  For  the  first  time  since  1972,  both  agencies 
are  developing  a  new  generation  of  satellites.  Since  the  polar  mission  is  essential 
to  both  agencies,  it  is  now  in  their  best  interest  to  make  convergence  a  reality. 

LANDSAT 

Question.  I’ve  read  that  NOAA  wants  to  get  back  in  the  land  remote  sensing  busi¬ 
ness.  Your  predecessors  worked  pretty  hard  to  get  out  of  the  LANDSAT  business, 
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and  as  you  know,  NOAA  has  had  a  pretty  hard  time  affording  its  meteorological  sat¬ 
ellites. 

What  are  the  Administration’s  plans  on  LANDSAT?  What  would  NOAA’s  role  be? 

Answer.  The  Administration  is  committed  to  maintaining  the  continuity  of 
Landsat-t^e  data  and  reducing  the  risk  of  a  data  gap  after  the  demise  of  the  cur¬ 
rent  satellites.  Under  the  program  announced  it  the  White  House  on  May  10,  1994, 
NOAA  would  operate  the  Landsat  satellites,  NASA  would  design  a  new  generation 
of  spacecraft  to  compete  with  foreign  satellites  that  provide  similar  data,  and  the 
D^artment  of  the  interior  would  maintain  the  national  archive  of  Landsat  data. 

Question.  What  are  the  estimated  budget  impacts?  Would  there  be  any  impact  in 
fiscal  year  1995? 

Answer.  NOAA  is  not  requesting  any  funding  in  fiscal  year  1995  for  Landsat  7 
activities.  Wc  anticipate  offsetting  a  portion  of  future  operating  costs  through  access 
fees  from  international  Landsat  ground  stations  and  data  sales  revenues.  However, 
legislation  will  be  required  to  enable  us  to  do  so. 

Question.  What  are  your  plans  for  the  data  for  LANDSAT  4  and  6 — the  current 
satellites — after  the  contract  with  EOSAT  Inc.  expires  on  June  1? 

Answer.  The  current  contract  between  the  Department  of  ^mmerce  and  EOSAT 
for  the  operation  of  Landsats  4  and  5  expires  on  July  16,  1994.  EOSAT  was  to  oper¬ 
ate  Landsat  6,  at  no  cost  to  the  Government.  They  are  now  operating  the  current 
satellites  at  no  cost  to  the  Government  and  recently  received  approval  by  the 
Landsat  Program  Management  to  continue  operations  beyond  July  16,  1994. 

NEXRAD  TAXING 

Question.  We  understand  the  NEXRAD  Program  has  been  confronted  with  both 
a  “use  tax”  by  certain  state/local  authorities  on  material  used  in  performing  a  con¬ 
tract  with  the  government  and  an  “import  duty”  on  certain  radar  parts  manufac¬ 
tured  in  Canada.  Can  vou  jnwe  use  a  status  on  this  situatioil?  What  is  the  potential 
financial  impact  for  NOAA? 

Answer.  Use  taxes:  Currently,  the  State  of  South  Dakota,  Parish  of  St.  Tammany, 
Louisiana,  and  the  State  of  Tennessee  have  billed  the  Federal  Government  for  “use 
t€Lxe8”  on  any  material  used  in  performing  a  contract  with  the  government.  In  addi¬ 
tion,  numerous  other  states  have  expressed  intent  to  bill  NEXKAD  general  contrac¬ 
tors  for  use  taxes.  We  understand,  however,  the  Department  of  Energy  has  been 
given  an  exemption  by  Congress  for  a  “use  tax”  in  the  State  of  Tennessee. 

Import  duty:  The  U.S.  Customs  Service  has  sent  notification  to  the  NEXRAD 
prime  contractor  for  payment  of  a  import  duty  to  NEXRAD  radar  parts  manufac¬ 
tured  in  Canada,  mainly  NEXRAD  transmitters.  We  understand  the  prime  contrac¬ 
tor  has  the  potential  legal  right  to  pass  this  cost  on  the  government. 

The  financial  impact  of  use  taxes  on  all  the  NEXRAD  radars  could  range  as  high 
as  $20  million,  and  the  cost  of  the  import  duty  could  range  as  high  as  $4  to  $5  mil¬ 
lion. 

PROPOSED  PROGRAM  TERMINATIONS 

Question.  The  President’s  Budget  has  highlighted  115  program  terminations,  of 
which  46  I  believe  are  “small”  NOAA  F’rograms.  For  the  record,  for  each  program, 

g lease  provide  your  best  arguments  for  terminating  these  programs.  W^y  should 
iongress  agree  to  cease  funding  these  programs? 

Answer.  The  proCTam  terminations  you  are  referring  to  are  those  that  were  listed 
in  the  Washington  Post  on  February  4,  1994.  The  article  misidentifies  the  following 
two  of  the  46  NOAA  programs  as  “programs  to  be  eliminated”: 

National  Acid  Precipitation  Assessment  Program  (NAPAP). — NOAA  is  not  termi¬ 
nating  its  support  for  this  interagency  (NOAA,  the  Department  of  Energy,  and  the 
EnvironmenUu  Protection  Agency)  program.  The  fiscal  year  1995  budget  not  only 
continues  the  critical  research  supporting  NAPAP,  but  builds  on  it  in  the  requested 
increase  for  the  Health  of  the  Atmosphere  program. 

Aircraft  Purchase,  upgrades. — Funds  were  provided  in  fiscal  year  1994  specifically 
to  purchase  and  equip  a  mid-size  research  aircraft  to  perform  hurricane  and  severe 
storm  forecasting  ana  atmospheric  research.  Expiration  of  non-recurring  program 
funding  should  not  have  been  listed  in  the  Washington  Post  article. 

The  remaining  44  terminations  listed  in  tho  article  are  the  result  of  hard  choices 
necessitated  by  tight  funding  constraints  and  the  reason(s)  for  their  termination  are 
listed  below  in  the  same  order  as  Washin^n  Post  article. 

Fishing  Vessel  Obligation  Guarantee  (FVOG). — Given  the  need  to  simultaneously 
reduce  the  Federal  budget  deficit  and  fund  higher  priority  on-going  programmatic 
needs,  continued  funding  for  the  FVOG  program  could  not  be  provided  in  fiscal  year 
1995. 
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National  Undersea  Research  Program  (NURP). — Although  NURP  is  considered  to 
be  a  graod  research  program,  it  is  of  lower  priority  than  other  programs  which  sup¬ 
port  NOAA’s  prima^  mission. 

Columbia  River  Hatcheries. — ^The  fiscal  year  1995  budget  proposed  to  discontinue 
NOAA  funding  the  operations  and  maintenance  of  the  Columbia  River  hatcheries. 

In  light  of  the  current  salmon  crisis  in  the  Pacific  Northwest,  NOAA,  within  the 
fiscal  1995  budget  request  of  $281  million  for  NMFS,  is  eimloring  opportunities 
to  shift  resources  to  continue  operations  of  the  Columbia  River  Hatcheries. 

y/ind  Profiler  Demonstration  Network  (V/PDN) .—'This  project  was  designed  to 
demonstrate  the  effectiveness  of  the  wind  profilers  in  the  prediction  of  weather  and 
will  be  completed  by  the  end  of  1994.  Basea  on  the  data  gathered  during  its  success¬ 
ful  operation,  NOAA  will  evaluate  whether  an  “operational"  system  of  wind  profilers 
across  the  nation  be  initiated  as  part  of  an  integrated  upper  air  observation  net¬ 
work.  Since  such  a  network  will  require  a  significant  investment,  NOAA  needs  to 
be  sure  that  its  benefits  warrant  the  investment  and,  if  it  is  implemented,  that  it 
is  done  ir  *^he  most  cost  effective  manner. 

Federal! State  Weather  Modification  Grants. — This  t^e  of  cloud  physics  and  pre¬ 
cipitation  research  is  not  an  integral  part  of  NOAA’s  oDservation,  warning  and  fore¬ 
cast  responsibilities. 

Regional  Climate  Centers. — ^The  Climate  Analysis  Center,  as  a  result  of  the  fiscal 
year  1995  request,  will  be  able  to  build  on  the  resources  and  infrastructure  already 
m  place  at  the  National  Weather  Service  (NWS),  make  national  long-lead  forecasts 
of  climatic  conditions  and  unusually  severe  or  prolonged  conditions,  and  present  this 
information  to  all  interested  parties  with  a  stated  measure  of  confidence.  Funding 
for  the  Regional  Climate  Centers,  which  do  not  provide  forecasting  capabilities  is 
lower  in  priority. 

Sea  Grant — Zebra  Mussel. — ^To  the  extent  that  fundii^  for  zebra  mussel  research 
is  needed,  the  peer  reviewed  competitive  process  of  the  ^a  Grant  program  can  fund 
these  activities.  A  sufficient  body  of  research  is  currently  being  undertaken.  Numer¬ 
ous  alternative  sources  of  funding  have  developed  for  zebra  mussel  research,  both 
from  the  private  and  public  sectors.  Also,  many  research  projects  funded  through 
Sea  Granrs  zebra  mussel  program  in  fiscal  year  1991-94  will  continue  to  be  active 
into  fiscal  year  1995.  Finally,  the  Sea  Grant  zebra  mussel  outreach  activities  had 
high  initial  costs  due  to  preparation  of  publications  and  other  materials  for  distribu¬ 
tion;  however,  ongoing  activities  can  be  supported  within  the  base  Sea  Grant  Marine 
Adviso^  Service  Program. 

VENTS. — NOAA  is  requesting  to  eliminate  separate  funding  for  the  VENTS  pro¬ 
gram.  VENTS  complements  the  National  Science  Foundation's  RIDGE  program, 
which  is  part  of  the  U.S.  Global  Change  Research  Program.  In  order  to  better  im¬ 
prove  the  linkage  with  USGCRP,  RIDGE,  and  the  university  community,  the 
VENTS  program  will  compete  for  funding  through  NOAA’s  Climate  and  Global 
Change  Ih:x)gram. 

Land  Information  System. — Given  the  need  to  fund  higher  priority  on-going  and 
new  programs,  this  regional  program  is  not  critical  to  the  Program’s  (Modernizing 
Navigation  and  Positioning  Services)  objectives. 

National  Coastal  Resources  Research  and  Development  Institute  (NCRI). — The 
function  of  NCRI  is  to  conduct  marketing  activities  and  to  promote  certain  segments 
of  the  fishing  industry,  which  is  a  lower  priority  effort  that  could  be  funded  oy  pri¬ 
vate  industry. 

GLERL— Zebra  Mussel. — NOAA  will  complete  the  field  work  on  the  impacts  of  the 
zebra  mussel  on  Great  Lakes  ecosystems  in  fiscal  year  1994  and  synthesize  data 
and  publish  results  in  fiscal  year  1995  using  Great  Lakes  Environmental  Research 
Laboratory  (GLERL)  base  funds. 

Export  Strategies  Mahi  Mahi. — ^This  program  has  been  ongoing  for  seven  years 
and  does  not  support  the  requirements  of  the  Western  Pacific  Fishery  Management 
Council  or  the  NOAA  Strate^c  Plan. 

South  Carolina  Cooperative  Geodetic  Survey. — Given  the  need  to  fund  higher  pri¬ 
ority  on-going  and  new  prom-ams,  this  regional  program  is  not  critical  to  achieving 
the  Program’s  (Modernize  Navigation  and  Positioning  Services)  objectives. 

Stuttgart. — ^The  budget  eliminates  funding  for  the  Department  of  the  Interior 
(DOI),  Fish  and  Wildlife  Service,  catfish  facility  in  Stuttgart,  AR.  DOI  should  fund 
maintenance  of  its  facilities. 

South  Carolina  Wetlands  Management  Demonstration. — Given  the  need  to  fund 
higher  priority  on-going  and  new  programs,  this  regional  program  is  not  critical  to 
achieving  the  Program’s  (Promote  Coastal  Ecosystem  Health)  objectives. 

Hawaii  Stock  Management.— This  program  has  been  ongoing  for  seven  years  and 
does  not  support  the  requirements  of  the  Western  Pacific  Fishery  Management 
Council  or  the  NOAA  Strategic  Plan. 
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Southeast  Florida  and  Caribbean  Recruitment  Studies  (SEFCAR). — ^The  SEFCAR 
Program's  purpose  is  to  clarify  the  interplay  of  physical  circulation  featiures  and  the 
behavior  or  larval  reef  fish  and  spiny  lobsters  on  their  respective  recruitment  onto 
the  local  coastal  and  reef  environments  alon^  the  lower  Florida  Keys.  These  studies 
are  of  lower  priority  to  NOAA  particularly  since  most  of  ttie  species  studied  are  m 
State  waters. 

Chesapeake  Bay  Buoys, — Given  the  need  to  fur  d  higher  priority,  on-going  and  new 
programs,  this  regional  program  dees  not  contribute  as  much  as  do  the  base  pro> 
grams,  to  achieving  the  Program's  (Modernize  Navigation  &  Positioning  Systems) 
objectives. 

Maui  Algal  Bloom  Crisis. — Given  tho  need  to  fund  higher  priority  on-going  and 
new  programs,  this  regional  program  is  not  critical  to  aclueving  the  Program's  (Pro¬ 
mote  Coastal  Ecosystem  Health)  objectives.  The  fiscal  year  1994  funds  for  this  pro- 
p[ram  will  support  NOAA's  application  of  its  scientific  and  information  capabilities, 
m  coordination  with  the  Hawaii  Department  of  Health  efforts,  to  understand  the 
causes  of  periodic  algal  blooms  and  to  develop  effective  control  measures.  In  fiscal 
year  1994,  NOAA  wul  develop  tools  to  improve  prediction  and  observation  capabili¬ 
ties  for  the  algal  bloom  incidents. 

Southeastern  Storm  Research. — NOAA  has  a  comprehensive  program  of  research 
on  thunderstorms  and  tornadoes  which  is  applicable  to  areas  across  the  United 
States.  Although  region  specific  research  does  contribute  to  some  extent  to  the  over¬ 
all  program  of  understanding  mesoscale  weather  phenomenon,  virtually  none  of 
these  funds  support  NOAA’s  base  program  in  severe  weather  research. 

Atlantic  Bluefin  Tuna  Research. — ^’Hie  budget  eliminates  pass  through  funding  to 
the  New  England  Aquarium  for  bluefin  tuna  research.  The  fiscal  year  1995  request 
includes  funding  for  bluefin  tuna  research  necessary  to  meet  Magnuson  Act  statu¬ 
tory  requirements.  These  funds  are  not  earmarked  for  this  institution,  but  poten¬ 
tially  the  New  England  Aquarium  could  participate  in  research  directed  by  NMFS 
to  meet  management  requirements. 

U.S. ! Canada  Lobster  Study. — ^The  budget  eliminates  fund  ng  for  this  study  since 
it  has  been  completed  and  further  funding  is  not  required. 

Lake  Champlain  Study. — ^This  is  lower  priority  research  to  NOAA.  NOAA's  re¬ 
search  in  the  inland  water  bodies  focuses  primarily  on  the  Great  Lakes.  The  under¬ 
standing  of  the  processes  learned  while  studying  these  bodies  of  water  is  used  as 
a  baseline  for  addressing  related  problems  in  other  locations.  Attempting  to  address 
too  many  different  issues  with  less  than  the  required  amount  of  funds,  may  result 
in  no  significant  findings  in  any  area. 

Beluga  Whale  Committee. — ^The  budget  eliminates  funding  for  the  Beluga  Whale 
Committee.  Within  the  overall  request  for  protected  species,  NMFS  will  conduct 
population  studies  for  beluga  whales.  Funding  for  the  Committee  is  not  the  respon¬ 
sibility  of  NMFS. 

Fishery  Observer  Training. — ^The  budget  eliminates  funding  to  the  University  of 
Alaska  in  Anchorage  to  train  observers.  NMFS  currentljr  trains  and  will  continue 
to  train  fishery  observers;  therefore,  the  funds  for  the  University  will  cause  the  du¬ 
plication  of  NMFS's  functions. 

Pacific  Island  Technical  Assistance  Network  (PIN). — NOAA  did  not  include  PIN 
in  its  fiscal  year  1995  budget  request  because  it  is  of  lower  priority  than  other 
items.  NOAA  will  not,  however,  aorogate  its  responsibility  to  support  marine  re¬ 
source  development. 

Samoa  Weather  Office. — Beginning  in  fiscal  year  1992  funds  were  provided  to  re¬ 
pair  damage  caused  by  hurricane  Iraki  to  the  American  Samoa  Weather  Service  Of¬ 
fice  (WSO).  In  fiscal  year  1993  and  fiscal  year  1994,  these  funds  were  used  to  pro¬ 
vide  additional  equipment  and  upgrades.  Hurricane  damage  has  been  repaired,  ad¬ 
ditional  equipment  has  been  purchased,  and  upgrades  to  the  office  have  been  made. 
Existing  weather  services  will  be  maintained. 

California  Marine  Observation  Buoys. — Given  the  need  to  fund  higher  priority  on¬ 
going  and  new  programs,  this  regional  program  is  not  critical  to  achieving  the  Pro¬ 
gram’s  (Short-Term  Forecasts)  objectives.  NOAA/NWS  will  provide  routine  mainte¬ 
nance  for  these  and  all  other  weatner  buoys  without  an  earmark. 

Center  for  Shark  Research. — ^The  budget  eliminates  pass  through  funding  to  the 
Mote  Marine  Lab  for  shark  research.  The  fiscal  year  1995  request  includes  funding 
for  shark  research  necessary  to  meet  Magnuson  Act  statutory  requirements.  These 
funds  are  not  earmarked  for  this  institution,  but  potentially  the  Mote  Marine  Lab 
could  participate  in  research  directed  by  NMFS  to  meet  management  requirements. 

Columbia  River  Smolt !  Squaw  fish. — Research  on  squawfish  and  smolts  (predator/ 
prey  relationship)  is  proposed  for  elimination  in  the  fiscal  year  1995  request.  If 
smolt/squawfish  predator/prey  relationships  continue  to  be  an  issue  of  concern  in  fis- 
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cal  year  1996,  studies  could  be  continued  within  the  overall  request  for  protected 
species. 

Columbia  River  Facilities. — ^The  fiscal  year  1995  budget  proposed  to  discontinue 
the  operations  and  maintenance  of  the  Columbia  River  facilities.  NOAA,  within  the 
fiscal  year  1995  budget  request  of  $281  million  for  NMFS,  is  exploring  options  to 
shift  resources  to  continue  operations  of  the  Hatcheries. 

Funding  is  not  requested  in  fiscal  year  1995  for  construction  and  installation  of 
fish  scieens  and  diversion  devices  in  order  to  allow  states  to  complete  projects  pre¬ 
viously  funded.  Additional  fish  screen  construction  and  installation  will  be  ad¬ 
dressed,  as  needed,  in  future  budget  requests. 

Estuarine  Research  Reserves.-— views  this  as  a  one-time  special  appropria¬ 
tion  to  address  important  needs — facilities  construction  and  lana  acquisition — in 
specific  sites.  In  fiscal  year  1994,  NOAA  provided  ^ants  to  20  out  of  22  reserves 
to  address  their  highest  priorities  (6  grants  for  land  acquisition  and  17  grants  for 
facilities  construction). 

Lafayette  Fisheries  Lab. — ^A  feasibility  study  completed  in  fiscal  year  1994  identi¬ 
fied  the  need  and  characteristics  of  the  new  lab  to  be  built  in  Lafayette,  Louisiana 
and  estimated  the  construction  costs  to  be  about  $12.5  million.  Given  the  time  re¬ 
quired  to  complete  the  Architectural  and  Enmneering  (A&E)  design,  additional  con¬ 
struction  funding  will  not  be  required  in  fiscal  year  1995. 

Newport  Marine  Sciences  Center. — Funds  were  provided  in  fiscal  year  1994  for 
construction  of  dock  facilities  at  the  Newport  Marine  Sciences  Center  in  Newport, 
OR,  in  support  of  NOAA's  VENTS  Program  and  other  Federal  oceanographic  and 
marine  research  activities  at  the  Center.  As  the  Center  is  not  a  NOAA  facility,  con¬ 
tinued  funding  is  not  requested. 

Indiana  State  University. — Funds  were  provided  in  fiscal  year  1994  for  the  Indi¬ 
ana  State  University  Center  for  Interdisciplinary  Science.  This  project  was  pre¬ 
viously  funded  under  the  Small  Business  Administration.  The  Center  is  not  a  NOAA 
facility,  nor  does  it  directly  support  the  NOAA  mission;  therefore,  continued  funding 
is  not  requested. 

Boston  Biotechnology  Innovation  Center.— Funds  were  initially  provided  to  the 
Economic  Development  Industrial  Corporation  in  Boston,  MA  in  fiscal  year  1993  for 
construction  and  related  expense?  for  a  biotechnology  innovation  center.  This  will 
not  be  a  NOAA  facility  and  it  will  not  have  any  direct  NOAA-related  mission,  there¬ 
fore  continued  funding  is  not  requested. 

Mystic  Maritime  Education  and  Research  Center. — Funds  were  provided  in  fiscal 
year  1994  to  the  Mystic  Seaport  in  My  stic,  CT  for  construction  and  related  expenses 
for  a  maritime  education  and  research  center.  This  will  not  be  a  NOAA  facility,  nor 
will  it  have  any  direct  NOAA-related  mission,  therefore,  continued  funding  is  not 
reouested. 

Multispecies  Aquaculture  Center. — Funds  were  provided  in  fiscal  year  1994  to  con¬ 
tinue  the  multispecies  aquaculture  project  at  Rutgers  University.  Starting  in  fiscal 
year  1992,  these  funds  provided  support  site  selection,  preliminary  design  and  engi¬ 
neering,  construction  and  related  expenses  of  the  Center.  This  is  not  a  NOAA  facil¬ 
ity,  therefore,  continued  funding  is  not  requested. 

Ruth  Patrick  Science  Education  Center. — Funds  were  provided  in  fiscal  year  1994 
for  the  Ruth  Patrick  Science  Center  in  Aiken,  South  Carolina  to  purchase  equip¬ 
ment.  The  Science  Center  is  not  a  NOAA  facility,  nor  does  it  directly  support  the 
NOAA  mission,  therefore,  continued  funding  is  not  requested. 

Oxford^  Maryland  Marine  Fisheries  Laboratory. — Funds  were  provided  in  fiscal 
year  1994  to  improve  the  Oxford,  MD,  National  Marine  Fisheries  Laboratory.  These 
funds  are  sufficient  to  address  the  most  significant  needs  of  the  laboratory.  Specific 
funds  for  Oxford  maintenance  are  not  required  for  fiscal  year  1995.  Future  facility 
maintenance  funding  requirements  at  Oxford  will  be  covered  through  the  base  facil¬ 
ity  maintenance  program  within  the  Construction  Account. 

Monitor  Marine  Sanctuary  Museum. — Funds  were  provided  in  fiscal  year  1994  for 
acquisition  of  space  for  the  display  and  interpretation  of  artifacts  from  shipwrecks 
off  the  coast  of  North  Carolina  which  are  part  of  the  Monitor  National  Marine  Sanc¬ 
tuary.  The  museum  is  not  a  NOAA  facility,  and  therefore  continued  funding  is  not 
requested. 

Fort  Johnston,  South  Carolina  Marine  Resource  Laboratory. — Funds  were  pro¬ 
vided  in  fiscal  year  1994  for  the  planning  and  design  of  a  joint  federal/state  marine 
resources  lab  to  be  located  at  the  Marine  Resources  Center  in  Fort  Johnston,  SC. 
The  funds  provided  in  fiscal  year  1994  are  sufficient  to  complete  the  planning  and 
design  studies.  Construction  requirements  will  be  assessed  as  part  of  future  budgets 
consistent  with  overall  program  requirements  and  available  resources. 

Kodiak,  Alaska  Fisheries  Cen/cr.— Funds  were  provided  in  fiscal  year  1994  to  con¬ 
tinue  architectural  and  engineering  studies  begun  in  fiscal  year  1992  on  a  joint  Fed- 
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eral-State  facility  at  Near  Island  off  Kodiak,  Alaska.  Once  these  studies  have  been 
completed,  decisions  regarding  construction  will  be  made. 

B^ufort  Laboratory. — NOAA  requests  elimination  of  maintenance  funding  for  the 
Beaufort  laboratory.  This  is  part  of  an  overall  adjustment  to  NOAA's  approach  to 
facilities  repairs  and  renovations  within  the  context  of  the  President's  overml  budget 
strat^y.  Any  future  repairs  and  renovations  for  this  faciliW  will  be  performed 
throu^  our  normal  facilities  maintenance  activities.  NOAA^'IMFS  plans  to  continue 
to  maintain  the  current  Beaufort  physical  plant  in  order  to  continue  the  necessary 
long-range  fisheries  and  habitat  research  for  the  region. 

GLOBE 

Question.  The  budget  proposes  $7  million  for  a  new  “Global  Learning  and  Obser¬ 
vations  to  Benefit  the  Environment  (GLOBE)”  ProCTam.  Could  you  please  explain 
in  detail  how  this  program  would  operate  and  how  these  funds  would  be  used? 

Answer.  Global  Learning  and  Observations  to  Benefit  the  Environment  (GLOBE) 
is  an  interagency  initiative  for  a  broad  national  and  international  science  and  edu¬ 
cation  program  in  which  NOAA  will  be  the  lead  agency.  The  major  portion  of  funds 
will  stay  in  the  United  States. 

This  new  interagency  program  is  desipied  to  (1)  enhance  global  environmental 
awareness,  and  (2)  to  increase  the  scientific  understanding  of  the  earth  by  working 
with  the  worldwide  network  of  schools  to  collect  environmental  observations.  Sci¬ 
entists  will  conduct  experiments  in  which  the  geographic  density  of  the  world’s 
schools  would  augment  the  accurate  but  low  density  observations  from  existing  in 
situ  and  satellite  measurements. 

The  GLOBE  Pro^am  has  a  project  underway  specifically  for  the  purpose  of  plan¬ 
ning  the  proCTam  in  detail.  By  the  end  of  fiscal  year  1995,  the  first  planning  phase 
will  be  complete.  The  pro^am  would  perform  test  projects  with  students,  scientists, 
data  centers  and  communication  networks  in  fiscal  year  1995  to  learn  enough  about 
the  operation  of  global  science  and  education  network  programs  in  order  to  take  the 
next  step  in  system  desira. 

Question.  What  is  NASA’s  role  in  the  GLOBE  program? 

Answer.  NASA  is  a  major  partner  in  the  GLOBE  program.  NASA  has  contributed 
personnel  to  the  planning  and  integration  program.  In  fiscal  year  1994  NASA  con¬ 
tributed  $300,000  and  has  requested  $5  million  in  their  fiscal  year  1995  budget  for 
this  effort.  The  NASA  will  use  these  funds  for  initial  system  testing,  software  devel¬ 
opment,  and  communication  engineering. 

Question.  Is  the  U.S.  Department  of  Education  funding  this  program? 

Answer.  The  U.S.  Department  of  Education  is  not  funding  tne  program.  However, 
there  are  resources  within  the  orograms  of  the  Department  of  Education  which  can 
be  employed  effectively  by  the  (JLOBE  Program. 

Questif Aren’t  these  types  of  international  programs  generally  requested  under 
the  Foreign  Operations  Appropriations  Bill? 

Answer.  As  most  of  the  funds  are  intended  to  be  used  within  the  United  States, 
NOAA  funding  for  GLOBE  is  being  requested  under  the  Departments  of  Commerce, 
Justice,  State,  and  Related  Agencies  Appropriation  Bill. 

CLIMATE  AND  GLOBAL  CHANGE 

Question.  Please  provide  a  budget  total  and  description  of  all  Climate  and  Global 
Change  Research  being  conducted  by  NOAA  in  fiscal  years  1993,  1994  and  1995— 
not  on  research  funded  by  the  joint  program.  What  is  the  budget  for  all  agency  ef¬ 
forts? 

Answer.  There  are  six  main  program  areas  in  the  NOAA  Climate  and  Global 
Change  (C(X))  ProCTam.  The  research  in  these  areas  is  described  below  and  is  fol¬ 
lowed  by  a  table  that  shows  the  funding  levels  for  fiscal  year  1993  to  fiscal  year 
1995. 

Atmospheric  Chemistry,  including  atmospheric  constituent  sources,  sinks  and 
trends’  processes  related  to  the  climatic  impact  of  the  greenhouse  gases  and 
aerosols,  the  causes,  extent,  and  implications  of  stratospheric  ozone  depletion,  with 
emphasis  on  information  relating  to  choices  among  halocarbon  substitutes;  the  char¬ 
acteristics  of  Antarctic  and  Arctic  Ozone  losses;  and,  the  elucidation  of  the  causes 
of  the  downward  trends  in  global  ozone. 

The  Role  of  the  Ocean  in  Climate  Change  and  the  Response  of  Marine  Eco¬ 
systems,  including:  (i)  the  establishment  and  maintenance  of  a  global  sea  level  mon¬ 
itoring  network;  (ii)  a  long-term  program  of  surface  and  upper  ocean  observations; 
and  (lii)  critical  U.S.  contributions  to  high-priori^  international  ocean  research 
projects  of  the  World  Cli  mate  Research  Program  (W(JRP)  and  the  International  Geo¬ 
sphere-Biosphere  Program  (IGBP),  including  the  Tropical  Ocean-Global  Atmosphere 
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(TOGA)  Program,  the  World  Ocean  Circulation  Experiment  (WOCE),  the  Joint  Glob¬ 
al  Ocean  Fiux  Studies  (JCJOFS),  and  the  Global  Ocean  Ecosystems  Dynamics 
(GLOBEC)  Program. 

Clouds,  Energy  and  the  Land  Surface  Hydrology,  with  an  emphasis  on  leadership 
and  support  of  the  international  Global  Energy  and  Water  Cycle  Experiment 
(GEWEX)  and  in  particular,  the  first  GEWEX  Continental-scale  Ir+ernational 
Project — GCIP. 

The  Human  Dimensions  of  Global  Change,  with  an  early  emphasis  on  critical 
NOAA  contributions  to  the  evolving  U.S.  program  of  Economics  Research  Related 
to  Global  Change,  particularly  in  the  areas  of  determining  the  value  of  information 
to  decision  makers  and  assessing  the  economic  implications  of  climate  change,  in¬ 
cluding  seasonal  and  year-to-year  fluctuations. 

Documenting  Climate  Change,  with  a  particular  focus  on  distinguishing  between 
natural  and  human-induced  change,  through  projects  aimed  at:  (i)  developing  and 
providing  important  climate  and  ^obal  change  measurement  products  derived  from 
operational  satellite  and  ground-based  observing  systems:  (ii)  developing  and  testing 
new  and  improved  measurement  techniques;  (iii)  continued  leadership  in  the  estab¬ 
lishment  of  an  effective  national  data  and  information  management  system  for  the 
USGCRP;  and  (iv)  a  program  of  paleoclimate  research  and  data  base  development 
with  a  primary  focus  on  climate  records  with  seasonal,  interannual  and  decadal  res¬ 
olution. 

Modeling,  Prediction  and  Scientific  Assessment,  through  a  comprehensive  climate 
dynamics  and  experimental  prediction  program  focused  on:  (i)  the  development  and 
application  of  ocean  models;  (ii)  near-term  forecasting  improvements  to  extend  oper¬ 
ational  predictive  capability  on  monthly  and  seasonal  timescales;  and  (iii)  implemen¬ 
tation  of  an  effective  multi-agency  program  to  improve  climate  modeling  prediction 
and  analytical  capabilities  on  year-to-year  and  decadal  timescales. 

FUNDING  OF  THE  NOAA  CGC  BY  MAJOR  PROGRAM  AREA 

[In  millions  of  dollars] 


Fiscal  year— 

1993  State 
actuals  • 

1993  NOAA  iQQi 
actuals 

1995  estimate 

Atmospheric  chemistry  . 

1,236 

6,364 

7,300 

7,800 

Role  of  the  ocean  in  climate  change  . 

9,887 

13,913 

22,800 

26,900 

Clouds,  energy  and  land  surface  hydrology . 

1,927 

2,273 

4.900 

7.400 

The  human  dimensions  of  global  change  . 

600 

500 

500 

Documenting  climate  change . 

1,823 

16,977 

16,900 

18,900 

Modeling,  prediction  and  scientific  assess¬ 
ment  . 

5,127 

5,773 

10,500 

22,400 

Total  funding . 

20,000 

45,900 

62,900 

83,900 

Mn  fiscal  year  1993,  $20  million  was  appropriated  to  the  Department  of  State  for  use  by  NOAA  in  the  Climate  and 
Global  Change  program. 


Question,  Please  provide  detail  for  which  activities  in  NOAA  and  which  univer¬ 
sities  have  received  funding  (and  the  amount)  from  the  Climate  and  Global  Change 
F^gram  for  fiscal  years  1991,  1992,  1993  and  1994. 

Answer.  The  NOAA  Climate  and  Global  Change  Program  has  from  its  beginning, 
included  a  balance  of  NOAA  and  university  and  institutional  research.  The  percent¬ 
age  breakdown  of  the  NOAA  and  institutionaVuniversity  funding  by  fiscal  year  is: 


Fiscal  year— 

1991 

1992  1993 

1994  * 

NOAA 2  . 

.  69.6 

64.4  53.4 

55.9 

Institutions/universities  . 

.  30.4 

35.6  46.6 

44.1 

•Projected  for  fiscal  year  1994. 

’Includes  cooperative  institutes  associated  with  universities 
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The  table  below  provides  the  Univer8ities/In8tih\tioii8  that  were  awarded  grants 
from  the  Climate  and  Global  Chanffe  Program  (and  the  total  amount  of  those 
grants)  for  the  last  two  complete  fiscJ  years  (fiscal  year  1992  and  fiscal  year  1993): 

[In  ttxHisands  of  dollars] 


Institution/university 


Rscal  year— 

1992  total  1993  total 


Arctic  Analysts  Inc . 

Atmos,  and  Envir.  Res . 

Bermuda  Biologicai  Station . 

Bigelow  Lab  . 

Boise  State  University . 

Brookhaven  . 

Brown  University . 

Clark  University . 

Colorado  State  University . 

Columbia  University . 

Dartmouth  College . 

Desert  Research  Institute . 

Duke  University . 

Florida  State  University  . 

Georgia  Institute  of  Technology . 

Georgia  Tech  Res.  Corp . 

Illinois  State  University . 

Illinois  State  Museum  Soc . 

Inst.  Global  Env  and  Soc . 

Johns  Hopkins  University . 

lamont-Doherty . 

Lawrence  Livermore  N.  L . 

M.LT  . 

Monterey  Bay  Aquarium . 

National  Safety  Council . 

New  Mexico  State  University . 

North  Carolina  State  University . 

Nova  University  Ocean.  Center . 

NW  Res  Assoc . 

Ohio  State  University . 

Oklahoma  State  University . 

Old  Dominion  University  Res.  Found 

Oregon  State  University . 

Pennsylvania  State  University . 

Princeton  University . 

RAND  . 

Rutgers  University . 

Scripps . 

Smithsonian . 

St.  Louis  University . 

Texas  A&M  . 

University  of  Alabama  . 

University  of  Alaska . . 

University  of  Arizona . 

University  of  California . 

Universi^  of  Chicago . 

University  of  Colorado . 

Universib  of  Delaware . 

University  of  Florida . 

Universi^  of  Houston . 

Universi^  of  Illinois . 

University  of  Iowa  . 


62.00  . 

364.00  249.60 

62.20  . 

64.60  15.00 

.  46.90 

45.60  . 

.  60.00 

64.10  127.30 

605.00  200.00 

980.10  1,519.70 

.  460.00 

.  60.50 

.  181.50 

501.20  436.10 

132.00  . 

43.60  80.00 

52.50  . 

.  31.30 

384.00  115.00 

.  44.60 

85.00  74.80 

.  57.00 

498.70  378.40 

.  100.00 

25.20  . 

90.00  85.10 

84.70  147.80 

47.60  49.00 

81.40  . 

.  299.70 

8.50  . 

.  61.60 

375.60  307.10 

41.50  62.60 

260.80  428.90 

84.60  92.10 

.  110.00 

748.50  822.50 

67.20  . 

80.00  . 

50.50  139.40 

58.00  62.80 

280.90  115.00 

110.00  210.00 

1339.90  5,774.30 

.  98.70 

837.50  789.40 

176.40  135.10 

.  80.00 

.  28.90 

62.40  186.80 

131.60  115.00 
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ffn  thousinds  of  dollars] 


Instiliitir.i/university 


University  of  Maine . 

Universityf  of  Maryland . 

University  of  Miami . 

University  of  Michigan . 

University  of  Minnesr»t<(  . 

University  of  Nebraska . 

University  of  Nevada . 

University  of  Ni^  Hampshire  .... 

University  of  North  Carolina  . 

University  of  Oklahoma . 

University  of  Oregon  . 

University  of  Puerto  Rico . 

University  of  Rhode  Island  . 

University  of  South  Carolina . 

University  of  South  Florida . 

University  of  Southern  California 

University  of  Texas . 

University  of  Utah . 

University  of  Virginia  . 

University  of  Washin^on . 

University  of  Wisconsin . 

Univ.  Corp.  for  Atmos.  Res . 

Utah  State  University . 

W.M.  Rice  University . 

Washington  University . 

Western  Michigan  University . 

Western  Washington  University  .. 

Wesylean  University . 

Woods  Hole . . . 

Total . 


Fiscal  yaar— 


1992  total  1993  total 


.  30.00 

910.40  711.10 

393.50  219.40 

.  238.50 

.  70.00 

.  150.00 

155.10  207.00 

115.00  194.00 

.  95.20 

250.00  65.00 

18.40  . 

.  30.00 

519.50  431.70 

.  75.30 

.  121.60 

135.00  37.00 

.  40.00 

90.00  155.00 

.  34.60 

190.00  805.40 

330.00  381.30 

2,464.70  7,897.20 

76.60  109.10 

28.10  . 

60.00  . 

10.00  . 

.  72.10 

55.60  54.00 

1,127.60  1,302.50 

15,917.20  27,966.50 


Question.  How  does  NOAA  propose  to  spend  the  $21  million  increase  proposed  for 
the  Climate  and  Global  Change  Program?  How  much  would  be  for  extramural  re¬ 
search? 

Answer.  In  its  fiscal  year  1995  increase  request,  Climate  and  Global  Change  ac¬ 
tivities  will  focus  on  Implementing  Seasonal  to  Interannual  Climate  Forecast  and 
Prediction  and  Assessment  of  Decadal  to  Centennial  Change.  These  are  both  central 
elements  of  NOAA's  Stratedc  Plan.  In  so  doing,  NOAA  will  be  addressing  the  fol¬ 
lowing  m^or  policy  issues  identified  as  priorities  in  the  fiscal  year  1994  U.S.  Global 
Change  R^earch  Program  Congressional  Submission:  (i)  Seasonal  to  Interannual 
Forecasting;  (ii)  Stratospheric  Ozone  and  UV-^  (iii)  Climate  Change  and  Green¬ 
house  Warming;  and  (iv)  Ecological  Change  and  Biodiversity. 

In  addition,  NOAA's  fiscal  year  1996  increase  request  significantly  elands  as¬ 
sessment  activities,  particularly  in  the  areas  of  seasonal  to  interannual  climate  fore¬ 
casts;  human  dimensions  research,  with  a  particular  emphasis  on  economics  re¬ 
search;  support  for  the  work  of  the  Intergovernmental  Panel  on  Climate  Change; 
and  global  change  education.  NOAA's  fiscal  year  1995  pro|wsal  is  aimed  at  main¬ 
taining  the  Department  of  Commerce’s  preeminent  position  in  the  Clinton-Gore  Ad¬ 
ministration’s  commitment  to  provide  an  objective,  balanced  view  of  both  economic 
development  and  environmental  stewardship  issues  associated  with  changes  in  the 
global  environment. 

None  of  the  elements  of  NOAA’s  fiscal  year  1995  increase  request  represents  en¬ 
tirely  new  initiatives.  All  of  the  principal  areas  of  growth  in  NOAA’s  fiscal  year  1995 
proposal  represents  natural  extensions  of  ongoing  USGCRP  activities,  and  can  be 
summarized  as  follows: 

— Implementation  of  a  seasonal  to  interannual  climate  forecasting  capability  to 
implement  an  International  Research  Institute  for  Seasonal-Interannual  Cli- 
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mate  Prediction  and  build  on  existing  capabilities  at  the  National  Weather 
Service  to  establish  an  operational  forecasting  system  for  the  U.S.  and  its  inter* 
eats  abroad; 

— ^Esmansion  of  NOAA’s  contributions  to  the  Global  Climate  ObserviM  System 
(GCOS)  with  an  initial  focus  on  implementation  of  a  Global  Ocean  Observing 
System  (GOOS)  which,  as  an  eaiiy  objective  will  provide  observational  support 
for  seasonal  to  interannual  climate  forecasting;  and  activities  aimed  at  ensuring 
that  new  observational  systems  associated  with  the  modernized  National 
Weather  Service  provide  a  reliable  contribution  to  long-term  climate  records; 

— ^Enhanced  support  for  the  WCRFs  evolving  Program  on  Climate  Variability 
(CLFVAR)  with  continued  contnbutions  to  the  World  Ocean  Circulation  Experi¬ 
ment,  the  Atlantic  Climate  Cha^e  Program  and  program  of  research  focused 
on  North  American  precipitation  through  support  of  TOGA/GOALS  and 
G^WEX; 

— ^Additional  process  research  in  support  of  high-priority  international  programs 
including  the  Joint  Global  Ocean  Flux  Study  (JC^PS),  the  International  Global 
Atmospheric  Chemistry  (IGAC)  program;  and  the  Global  Ocean  Ecosystems  and 
Dynamics  (GLOBEC)  program;  and 

— ^Planned  expansion  of  NOAA’s  information  management  activities  in  support  of 
the  Global  Change  Data  and  Information  System  (GCDIS). 

In  regards  to  the  amounts  targeted  for  extramural  research,  NOAA  believes  that 
the  mix  between  internal  programs  and  external  research  will  remain  consistent 
with  fiscal  year  1994  projections  (55.9  percent  NOAA-— 44.1  percent  Extramural  Re¬ 
search). 


AWIPS 

Question,  The  budget  presses  $49.6  million  to  continue  development  of  the  Ad¬ 
vanced  Weather  Interactive  Processing  System. 

Please  provide  a  status  report  on  this  program  and  the  development  effort. 

Answer.  The  Development  Phase  Contract  was  awarded  to  PRC,  Inc  on  December 
29,  1992.  PRC  delivered  AWIPS  Government  Development  Platforms  (GDPs)  to 
nine  sites.  These  GDPs  are  (a)  facilitating  the  NWS’s  development  and  test  of 
hydrometeorolomcal  applications  software  tnat  is  required  to  be  integrated  into 
AWIPS,  (b)  enabling  several  River  Forecast  Centers  to  use  the  valuable  precipita¬ 
tion  data  available  from  the  new  radars  (NEXRAD’s)  as  these  radars  come  on-line, 
and  (c)  enabling  ind^endent  examination  of  selected  aspects  of  AWIPS  system  and 
architecture  and  performance.  To  ensure  a  technically  acceptable  system,  an  exten¬ 
sive  review  of  AWIPS  requirements  was  completed  with  PRC,  prior  te  the  onset  of 
design  activities. 

The  Government  has  a  concern  with  the  state  of  PRC’s  system  development  proc¬ 
ess,  as  manifested  in  the  System  Design  Document  (SDD),  which  was  delivered  in 
February  1994.  The  Government  rejected  the  SDD  as  it  failed  to  present  an  ade¬ 
quate  description  of  the  total  system  design  and  did  not  clearly  describe  the  incre¬ 
mental  bxiild  process.  The  Government  is  working  closely  with  PRC  to  develop  a 
plan  to  correct  the  SDD.  In  addition,  the  Deputy  Under  Secretary  has  chartered  an 
independent  Assessment  Panel,  modeled  after  the  highly-successful  assessment  of 
the  Geostationair  Operational  Environmental  Satellite  (GOES)  Program,  to  review 
the  entire  AWIPS  program.  The  Independent  Assessment  will  be  completed  in  June, 
with  the  objective  of  providing  a  clear  strategy  for  moving  the  program  forward  to 
delivery  ana  acceptance  of  an  operational  system  which  meets  NOAA’s  needs. 

The  Government  is  also  exploriM  ways  to  effectively  collaborate  with  PRC  in 
other  technical  areas  in  which  the  (^vernment  has  gained  insight  and  competence 
through  its  continued  in-house  prototyping  and  allied  risk  reduction  activities. 

Question.  Please  provide  the  five  year  funding  profile  for  the  program  (please 
break-out  development,  procurement  and  initial  operations  costs),  what  and  when 
are  the  program  milestones?  When  will  a  decision  be  made  to  proceed  with  limited 
production?  With  full-scale  production?  How  many  units  will  be  procured  by  fiscal 
year? 

Answer.  The  Mission  Need  Statement  associated  with  Key  Decision  Point  No.  3 
was  approved  by  the  Deputy  Secretary  in  October,  1992.  That  decision  allowed  the 
Program  to  proceed  to  tne  Development  Phase,  and  identified  the  function  of  that 
phase  as  "System  Development  and  Testing  and  Limited  Production  and  Deploy¬ 
ment.” 

Under  the  current  39-month  baseline  schedule  for  the  Development  Phase,  PRC 
is  to  install,  at  eight  sites,  what  is  known  as  the  AWIPS  First  Article  Capability 
(FAC)  during  July  and  Aug[ust  1995.  The  FAC  at  these  sites  will  enable  the  Govern¬ 
ment  to  become  familiar  with  some  of  the  core  capabilities  of  AWIPS  and  to  assess 


PRC's  compliance  with  re<^rements.  A  Limited  Deployment  Review  (LDR)  is  8ched> 
uled  for  November,  1995.  Subsecj^uent  to  the  LDR,  the  eight  sites  with  FAC  capabil¬ 
ity  are  to  be  upgraded  to  the  Imtial  Deployment  Baseline  Capability  (IDB)  and  an¬ 
other  eight  sites  are  targeted  for  installation  of  the  IDB.  The  IDB  will  enable  these 
sixteen  sites  to  conduct  operations  and  services  with  AWIPS  and  this  experience 
will  provide  key  input  to  the  Deplo^ent  Readiness  Review  (DRR).  Subsequent  to 
the  DRR,  currently  scheduled  *br  Feoruary,  1996,  the  Department  will  be  r^uested 
to  reaffirm  the  Mission  Need  Statement.  This  will  constitute  Key  Decision  Point  No, 
4  and  will  be  the  decision  to  proceed  with  nationwide  Deployment. 

Listed  below  is  a  break-out  of  the  requested  schedule  information: 

AWIP*s  Delivery  (Procurement)  Schedule 


Number 
of  units 


1995  .  8 

1996  .  18 

1997  .  82 

1998  .  37 


Total  number  of  units 
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FUNDING  PROFILE  INFORMATION 


Fiscal  year  estimates- 

- 

1995 

1996 

1997 

1998 

1999 

Acqiiisitlon/deptoyment  . 

$25,896 

$69,949 

$63,023 

In  house  development,  testing  and  evalua- 

tion  . 

11,229 

11,877 

12,305 

10,686 

9,852 

NOAAPort  product  prep . 

2,550 

1,500 

1,500 

1,500 

1,500 

Support  contracts . 

3,145 

5,833 

5,545 

5,575 

4,480 

Operations  and  maintenance . 

686 

663 

1,919 

16,026 

15,779 

Program  management . 

6.044 

6,194 

6,194 

5,694 

4.775 

Total  . 

49,550 

96,016 

90,486 

39,481 

36,386 

NOAA  FLEET  MODERNIZATION 

Question.  Three  years  ago  this  Subcommittee  started  an  initiative  to  rebuBd 
NCAA's  aging  research  infrastructure.  Its  fleet  of  vessels — its  aircraft — and  facili¬ 
ties.  Last  year  we  got  the  House  to  agree  to  add  funds  for  both  a  new  oceanographic 
research  vessel  ana  a  hurricane  reconnaissance  aircraft. 

Your  written  statement  talks  about  the  need  to  invest  in  infrastructure.  But,  your 
budget  request  does  the  opposite.  Your  request  for  Fleet  Modernization  goes  from 
the  appropriation  level  of  $77.1  million  down  to  $23  million.  The  budget  simply  fi¬ 
nances  minimum  maintenance  and  does  not  make  progress  in  rebuilding  the  fleet. 

Why  has  infrastructure  been  accorded  such  a  low  priority  in  NCAA's  budget? 

Answer.  We  do  not  believe  infrastructiu*e  has  been  accorded  a  low  priority  in 
NCAA.  We  fully  recognize  the  importance  of  a  healthy  infr^tructure  in  performing 
our  mission.  However,  given  severe  budget  constraints  and  immediate  need  of  other 
areas  (NWS  modemizauon,  living  marine  resources),  we  made  the  hard  choice  of  de¬ 
ferring  investments  in  infrastructure.  We  had  also  requested  the  Marine  Board  of 
the  National  Research  (Douncil  to  review  our  fleet  modernization  plans  and  provide 
advice  and  suggestions.  We  have  received  and  an  now  assessing  their  report. 

Question.  What  is  the  status  of  procuring  th'  hurricane  reconnaissance  aircraft? 
When  do  you  estimate  we  will  have  an  operational  aircraft  conducting  surveillance 
of  hurricanes? 

Answer.  We  expect  to  go  out  with  a  Reouest  for  Proposal  for  procurement  of  the 
airfraune  on  May  20,  1994.  We  expect  to  ooligate  funds  for  this  item  by  September 
16,  1994. 

We  expect  to  have  an  operating  platform  for  conducting  surveillance  of  hurricanes 
by  AprU  of  19i96. 

Question.  I've  heard  that  your  Mapping  and  Charting  folks  are  proposing  to  dras¬ 
tically  change  the  way  in  which  they  conduct  nautical  charting.  Moving  away  from 
ships  and  using  small  boats  and  shore  parties.  C)ouId  you  elaborate?  What  are  the 
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equipment  and  budget  requirements  of  this  procedure?  What  is  the  impact  on  the 
mapping  and  charting  fleet? 

Answer.  There  is  an  enormous  area  (43,000  square  nautical  miles)  of  coastal  wa¬ 
ters  that  is  considered  critical  for  safe  navigation.  In  an  effort  to  be  responsive  and 
survey  this  area  quickly,  NOAA  is  modemiung  its  launches  employed  aboard  survey 
ships.  We  are  incorporating  new  highly  efficient  survey  technologies  such  as  Global 
Positioning  Systems  (GPS),  Shallow  Water  Multibeam  Sonars,  High  speed-High  res¬ 
olution  Sidescan  Sonars,  MultispecvrU  Imaging,  and  Laser  Sounding  Technology 
that  will  be  employed  by  field  pamer»,  survey  ships  and  aircraft. 

While  this  modernization  enort  will  allow  us  to  accelerate  the  surveying  of  areas 
that  can  be  surveyed  most  efficiently  with  small  boats  and  shore  parties,  much  will 
remain  for  the  NOAA  survey  fleet.  This  modernization  effort  is  not  intended  as  a 
replacemeit  for  the  mapping  and  charting  fleet,  but  as  an  enhancement.  Within  our 
fiscal  year  1995  budget  request  is  an  increase  of  $645,000  to  improve  nautical  sur¬ 
vey  techniques  and  produce  digital  electronic  chart  data  and  $1  million  to  modernize 
the  launches  employed  abo€U^  survey  ships  (This  is  in  addition  to  planned  expendi¬ 
tures  of  $2.3  million  for  this  purpose  in  fisc.J  year  1994).  We  have  also  recently  re¬ 
ceived  a  report  that  we  requested  from  the  Marine  Board  of  the  National  Research 
Council.  This  report  reviewed  our  fleet  modernization  and  small  boat  plans  and  sug¬ 
gested  some  approaches  to  consider  in  our  nautical  charting  efforts.  The  Marine 
Board  report  supported  NOAA's  Small  Craft  Plans. 

NEW  ENGLAND  FISHERIES 

Question.  I  understand  that  Secretary  Brown  recently  received  a  letter  from  sev¬ 
eral  conservation  organizations  expressing  their  concern  about  providing  financial 
assistance  for  New  England  fisheries.  I  share  their  view  that  attempts  to  provide 
a  quick  fix  may  merely  prolong  the  problem  of  too  many  fishermen  cnasing  too  few 
fisn  and  that  using  federal  funds  to  finance  fishing  vessels  and  processors  could 
even  make  matters  worse. 

How  do  you  plan  to  ensure  that  emergency  aid  to  New  England  fishermen  contrib¬ 
utes  to  the  solution  and  not  to  the  problem? 

Answer.  One  of  my  foremost  concerns  in  taking  this  job  has  been  to  balance  the 
needs  of  both  the  environmental  stewardship  and  economic  development  functions 
for  which  this  Department  is  responsible.  It  is  for  this  purpose  that  I  established 
the  Office  of  Sustainable  Development  and  Intergovernmental  Affairs  in  NOAA. 
Under  the  leadership  of  former  New  Bedford  Mayor  John  Bullard,  this  office  has 
acted  as  the  coordinating  mechanism  for  ensuring  that  a  comprehensive  plan  for 
Northeastern  fishing  communities  and  the  people  that  depend  on  the  resource  is  de¬ 
veloped. 

The  Office  of  Sustainable  Development  and  Intergovernmental  Affairs  is  spear¬ 
heading  our  response  to  the  Northeast  fisheries  crisis.  The  Office  is  coordinating  the 
responses  of  the  Economic  Development  Administration  and  the  National  Marine 
Fisneries  Service  in  a  way  in  which  the  development  of  the  industry,  the  resource, 
and  the  communities  and  fishermen  is  truly  sustainable. 

NEW  ENGLAND  FISHERIES— EMERGENCY  APPROPRIATIONS 

Question.  Please  provide  a  description  of  how  the  $30  million  in  emergency  appro¬ 
priations  from  the  Ix)s  Angeles  earthquake  supplemental  have  been  used  for  the 
crash  in  the  New  England  groundfish  fishery. 

Answer.  Of  the  $30  million  in  emergency  funding  appropriated  to  the  Department 
of  Commerce  for  use  to  address  the  collapse  of  the  Northeast  Fisheries:  $18  million 
was  provided  to  Economic  Development  Administration  (EDA);  and,  a  total  of  $12 
million  was  to  be  provided  to  NOAA,  The  funds  were  to  be  used  for  the  following 
specific  purposes: 

EDA  Funding. — Provide  $18  million  for  aid  to  the  New  England  fishing  industry 
and  communities  affected  by  the  collapse  of  commercial  fisheries.  The  funds  will  be 
used  primarily  for  refinancing  of  debt,  technical  assistance,  and  strategic  planning. 

Financial  Restructuring. — Provide  $1  million  in  new  loan  ^arantees  through  the 
Fishing  Vessel  Obligations  Guarantee  Program  (FVOG)  for  debt  restructuring,  debt 
refinancing,  etc.  The  net  effect  would  be  to  lower  the  cost  of  commercial  fisheries 
debt  and  stretch  its  service  over  a  longer  period  more  consistent  with  the  cyclical 
earnings  nature  of  the  fish  industry  and  economically  useful  lives  of  its  production 
equipment. 

Alternative  Economic  Activity.— Provide  $9  million  in  direct  grants  to  support  al¬ 
ternative  markets  and  on-shore  infrastructure  for  fish  in  New  England  areas  af¬ 
fected  by  the  collapse  of  commercial  fisheries. 


One-Stop  Shops. — ^Administer  ($1  million)  a  series  of  one-stop  shops  ir.  che  major 
affected  ports  to  serve  as  a  clearinghouse  for  all  potential  Federal  assistance.  Triis 
effort  is  being  coordinated  with  the  Small  Business  Administration  and  Department 
of  Labor. 

Program  Administration. — Administer  ($1  million)  both  the  loan  guarantees  and 
grants  proCTams. 

The  nOAA  related  funds  were  provided  to  the  National  Marine  Fisheries  Service 
in  an  Allowance  Advice  dated  April  15,  1995.  As  of  April  22,  1994,  NOAA  has  pre¬ 
pared  a  spending  plan  for  its  contribution  to  operate  the  one-stop  shops  throligh  the 
end  of  fiscal  year  1995.  No  loans  or  grants  have  yet  been  obligated. 

Question.  Have  any  non-Commerce  Department  agencies  contributed  funding  to 
help  with  the  recovery?  If  so,  please  provide  detail  by  agency. 

Answer.  The  Department  of  Labor  has  so  far  committed  $200,000  to  the  Massa¬ 
chusetts  Industrial  Services  Program  for  the  purpose  of  establishing  fishing  family 
assistance  centers  in  three  Massachusetts  locations:  Gloucester,  New  Bedford,  and 
Provincetown.  This  money  is  good  until  July  1,  1994  and  is  out  of  the  Secretary  of 
Labor’s  emergency  reserve  account.  Starting  in  July,  the  State  of  Massachusetts  will 
have  enough  mon^  in  its  Labor  budget  to  continue  operating  these  centers. 

This  is  truly  a  DOIVDOC  collaborative  effort.  The  Office  of  Sustainable  Develop¬ 
ment  and  Intergovernmental  Affairs  is  working  with  the  Maine  Department  of 
Labor  in  hopes  of  providing  similar  services  in  Portland. 

The  Small  Business  Administration  is  currently  considering  changes  in  its  7(a) 
loan  guarantee  program  hich  may  make  these  guarantees  available  to  a  larger 
pool  of  fishermen  than  it  can  currently  service. 

The  Department  of  Housing  and  Urban  Development  has  allocated  $1.75  million 
in  Section  108  loan  guarantees  to  the  City  of  Gloucester. 

Question.  Given  that  you  iust  received  $30  million  for  this  problem  which  was  not 
contemplated  when  the  budget  was  submitted,  why  is  there  still  a  requirement  for 
the  $3.5  million  requested  in  the  budget? 

Answer.  The  Department  has  requested  $3.5  million  in  next  year’s  budget  for  the 
Northwest  Atlantic  Ocean  Fisheries  Reinvestment  Program  (NAOFRP).  Currently, 
this  program  is  funded  at  $1.5  million.  The  problems  facing  the  Northeast  fishing 
industry  and  the  natural  resource  will  require  an  ongoing  investment. 

This  year,  in  an  effort  to  both  spend  the  $1.5  million  expeditiously  and  potentially 
leverage  additional  matching  private  funds,  the  Department  entered  into  a  coopera¬ 
tive  agreement  with  the  National  Fish  and  Wildlife  Foundation  for  the  purposes  of 
awarding  grants  under  the  NAOFRP. 

Question.  In  your  opinion,  what  caused  the  depletion  of  New  England  groundfish 
stocks? 

Answer.  The  major  cause  of  the  collapse  of  the  New  England  groundfish  stocks 
is  overfishing,  although  we  are  still  investigating  other  factors  which  have  contrib¬ 
uted  to  the  problem,  such  as  changing  water  temperatures,  changing  predator-prey 
relationships,  and  the  condition  of  estuarine  environments. 

Question.  What  are  you  going  to  do  when  all  the  west  coast  states  ask  for  the 
same  type  of  funding  from  NOAA? 

Answer.  On  Mav  26,  the  Administration  announced  a  $15.7  million  emergency  as¬ 
sistance  package  tor  the  Northwest  to  help  address  the  economic  dislocations  caused 
by  the  decline  of  salmon  stocks.  The  specifics  of  this  proposal  include: 

— ^$12  million  will  support  permit  ouyouts  to  reduce  salmon  harvesting  capacity 
and  to  create  jobs  for  salmon  habitat  restoration  programs  modeled  after  “Jobs 
in  the  Woods’’.  These  are  previously  appropriated  lunds  contained  in  Public  Law 
102-396,  subject  to  an  emergency  declaration  by  the  Secretary  of  Commerce 
and  budget  request  to  the  Congress  from  the  President.  Funds  will  be  adminis¬ 
tered  by  this  Department’s  National  Oceanic  and  Atmospheric  Administration 
(NOAA)  with  the  affected  States. 

— $3  million  will  be  reprogrammed  to  the  Rural  Development  Administration’s 
(RDA)  Business  Enterprise  Grant  Program  from  amounts  in  RDA  loan  and  loan 
guarantee  programs  initially  earmarked  in  the  President’s  Northwest  Economic 
A^ustment  Initiatives.  Funds  will  be  available  to  businesses  and  communities 
aflwted  either  by  the  President’s  Forest  Plan  or  the  decline  in  the  salmon  fish¬ 
ery. 

— Up  to  $700,000  will  be  allocated  by  the  Department’s  Economic  Development 
Aoministration  (EDA)  to  support  economic  diversification,  including  tourism 
promotion.  'This  money  comes  from  EDA’s  fiscal  year  1994  base  Title  IX  funds 
and  is  addition  to  $11  million  previously  allocated  to  your  region. 

The  monies  (o^er  than  those  dedicated  to  permit  buyouts)  will  be  administered 
through  Community  Economic  Revitalization  Teams  (CERT’s) — an  inter-agency, 
inter-governmental  process  established  under  the  President’s  Northwest  Economic 


Adjustment  Initiative.  Federal,  State,  and  local  officials  with  knowledge  of  and  re- 
sponsibilitv  for  fisheries  issues  should  partici^te  in  the  CERT  process. 

It  was  also  announced  that  the  Commerce  Department’s  Office  of  Sustainable  De¬ 
velopment  would  spearhead  a  series  of  eight  town  meetings  in  California,  Washing¬ 
ton,  and  Oregon  which  will  begin  on  June  1  and  conclude  on  June  11.  These  meet¬ 
ings  exemplify  the  bottom-up  approach  which  was  utilized  in  the  Northeast  and  are 
intended  to  help  us  better  identify  the  needs  of  Northwest  fishermen  and  the  com- 
munitiesi  This  public  input  is  crucial  to  sound  policy  making  and  is  strongly  sup¬ 
ported  by  the  Congressional  delegations  from  each  of  states,  from  industiy  rep¬ 
resentatives,  and  from  representatives  of  the  various  state  and  local  governments. 


Quesi'ions  Submitted  by  Senator  J.  Robert  Kerrey 

REGIONAL  CLIMATE  CENTERS 

Question.  You  are  proposing  as  an  investment  strategy,  the  development  of  a  Na¬ 
tional  Climate  Prediction  Center  and  National  and  International  Climate  Centers. 
Yet  at  the  same  time  you  are  proposing  termination  of  the  six  Regional  Climate 
Centers.  This  seems  quite  inconsistent.  Can  you  explain  your  reasoning? 

Answer.  The  Regional  Climate  Centers  do  not  produce  forecasts  and  mainly  pro¬ 
vide  regional  climate  data,  while  the  Climate  Analysis  Center  produces  longer  range 
forecasts  for  monthly  and  seasonal  time  ranges  that  can  be  used  by  the  nation’s  citi¬ 
zenry  and  businesses  to  make  longer  range  contingency  plans  for  unusual  weather 
patterns. 

The  Climate  Analysis  Center,  as  a  result  of  the  fiscal  year  1995  request,  will  be 
able  to  build  on  the  resources  and  infrastructure  already  in  place  at  the  National 
Weather  Service  (NWS)  to  make  national  long-lead  forecasts  of  climatic  conditions 
and  unusually  severe  or  prolonged  conditions,  and  to  disseminate  this  information 
to  all  interested  parties.  Funding  for  the  Regional  Climate  Centers,  which  do  not 
provide  forecasting  capabilities  is  lower  in  priority. 

Question.  I  understand  that  each  of  the  Regional  Climate  Centers  handles  up  to 
35,000  requests  for  information.  Nebraska's  High  Plains  Climate  Center  at  UNL 
provides  a  great  benefit  to  the  agricultural  community.  Information  provided  by  the 
centers  can  result  in  tremendous  savings  to  the  nation,  for  instance,  during  the 
great  flood  of  1993  or  in  a  regular  crop  year.  Have  you  been  able  to  calculate,  in 
monetary  terms,  the  benefits  provided  by  the  climate  centers?  Are  you  pleased  with 
the  work  they  do? 

Answer.  No  studies  have  been  done  to  evaluate  the  monetary  benefits  directly  pro¬ 
vided  by  the  Climate  Centers,  nor  is  the  fiscal  year  1995  budget  request  to  eliminate 
funding  for  the  Regional  Climate  Centers  based  on  NOAA’s  disapproval  with  their 
work. 

NOAA  recognizes  the  tremendous  economic  benefit  of  accurate  seasonal  climate 
forecasts  to  the  amculture  community.  One  study  calculated  the  economic  benefit 
as  over  a  $100  million  per  year  for  several  crops  in  one  region  in  the  southeast  when 
a  perfect  El  Nino  Southern  Oscillation  (ENSO)  forecast  was  provided.  Benefits  for 
the  entire  U.  S.  would  be  substantially  more. 

For  reasons  of  national  security  and  economic  advantage  in  both  the  domestic  and 
international  arenas,  the  U.S.  needs  an  official  climate  forecast  from  a  Federal 
source  (NOAA),  with  complete  autonomy  in,  and  responsibility  for,  the  development 
and  dissemination  of  its  own  forecasts,  via  a  facilitj^  that  is  fullv  funded  and  man¬ 
aged  by  the  United  States.  NOAA  contends  that  this  role  be  filled  by  the  Climate 
Analysis  Center  (CAC)  located  at  the  National  Meteorological  Center.  Forecasts  and 
climatic  data  will  be  made  available  through  in-place  infrastructure  (Weather  Fore¬ 
cast  Offices,  NWS  Publications,  Internet)  as  well  as  expanded  product  suites  and 
supporting  data  sets. 

Question.  In  the  past.  Congress  has  provided  funding  for  Regional  Climate  Cen¬ 
ters.  This  has  led  to  the  development  of  expertise  in  each  center  to  deal  with  climate 
issues  and  to  support  climate  aata  through  many  modes  of  access,  including  the  in¬ 
formation  (computi^)  super  highway.  If  funding  for  Regional  Climate  Centers  is 
not  restored,  can  NCJAA  provide  alternative  access  facilities  and  personnel  in  fiscal 
year  1995  to  continue  the  service  that  the  centers  now  provide? 

Answer.  NOAA  will  provide  similar  services  while  not  duplicating  the  efforts  of 
state  climatologists.  Climate  data  including  forecasts,  developed  at  the  Climate 
Analysis  Center  and  the  subsequently  formulated  seasonal  forecasts  would  fill  this 
requirement.  NOAA  is  currently  planning  to  expand  its  seasonal  and  longer  climate 
forecasts,  detailed  on  a  regional  to  global  basis  through  advanced  computational 
modeling  and  application  of  increased  ocean  and  atmosplieric  understanding  in  sea¬ 
sonal -to-interannual  time  frames.  This  major  expansion  in  NOAA’s  data  and  infor- 
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mation  dissemination,  through  the  INTERNET  (the  current  implementation  mode 
for  the  Super  Highway)  is  a  vital  part  of  NOAA’s  proposed  increased  effort  under 
its  Environmental  Information  Proc^am. 

Question.  Where  will  the  funding  come  from  to  continue  these  services? 

Answer.  Funding  for  the  Climate  Analysis  (Center  is  included  in  the  Implement 
Seasonal-to-Interannual  Climate  Forecasts  Program  and  support  for  climate  data 
access  and  distribution  is  included  in  the  Environmental  Information  Program. 

Ouestion.  I  understand  that  a  plan  for  National  Climate  Services  was  authorized 
and  that  NOAA*s  Climate  Analysis  Center  and  National  Climatic  Data  Center  drew 
up  such  a  plan.  What  is  the  timeline  for  implementing  this  plan?  When  will  NOAA 
formally  submit  the  plan  to  Congress? 

Answer.  No  plan  has  been  developed  or  approved  by  NOAA. 

Question.  The  Federal  (Government  currently  spends  about  $1.4  billion  on  the 
Global  Change  prog^ram.  The  support  of  a  $3  million  program  to  disseminate  and 
transfer  results  from  research  is  less  than  a  Quarter  of  a  percent.  Is  it  a  sound  strat¬ 
egy  to  spend  so  little  or  even  terminate  spending  on  the  linkage  with  the  public  and 
pnvate  sector? 

Answer.  There  is  no  proposal  to  terminate  spending  on  public  outreach  education 
within  the  U.S.  Global  Change  Research  ProCTam  (USGCRP).  The  Regional  Climate 
Centers  are  not  part  of  the  uS(GCRP,  nor  do  these  centers  provide  direct  support 
in  transferring  USGCRP  research  to  the  public. 

With  regard  to  the  funding  within  the  USiGCRP  used  for  the  transfer  and  dissemi¬ 
nation  of  results  to  the  public  and  private  sector,  the  following  considerations  are 
warranted: 

1.  The  first  priority  within  tb<j  USGCRP  has  been  to  undertake  the  research,  and 
to  get  programs  established. 

2.  There  is  probably  much  more  expenditure  on  the  dissemination  of  research  re¬ 
sults  that  ttie  budget  documents  directly  identify.  For  example,  principle  investiga¬ 
tors  routinely  present  and  publish  research  papers;  exhibits  are  set  up  and  staffed 
within  agency  operating  budgets  (such  as  the  recent  National  Science  Teachers  As¬ 
sociation  annual  meeting  in  Anaheim,  California).  The  large  number  of  posters,  CD- 
ROM’s,  and  publications,  including  teacher  resource  materials  pertaining  to  Global 
Change  Pro^ams  (OGP)  has  been  at  the  forefront  of  this  activity  and  has  been  a 
leader  for  other  agencies  in  this  regard. 

3.  Within  the  USCJCRP,  and  housed  at  OGP  is  the  Private  Enterprise-CJovernment 
Interactions  (PEGI),  a  program  designed  to  partner  private  sector  interests  with 
global  change  research  endeavors. 

4.  Currently,  the  USCJCRP  working  group  for  Education  and  Communication  is 
bein^  strengimened  with  the  addition  of  two  vice-chairs,  and  a  mandate  for  the  pro¬ 
duction  and  implementation  of  a  five  year  plan  to  boost  the  dissemination  of  global 
change  research  results. 


WEATHER  SERVICE 

Question.  For  the  record,  could  you  update  us  on  the  status  of  modernization  of 
the  weather  service  in  the  state? 

Answer.  Modernized  weather  services  in  Nebraska  will  be  provided  by  three  in¬ 
state  Weather  Forecast  Offices  (WFO’s)  at  Hastings,  Omaha,  and  North  Platte,  and 
by  WFO’s  in  (Goodland,  KS  and  Cheyenne,  WY.  Next  Generation  Doppler  Radars 
(NEXRAD’s)  covering  the  state  are  operational  at  Hastings  and  Goodland,  KS. 
NEXEAD’s  are  scheduled  for  delivery  to  Omaha  in  May  1994,  Cheyenne,  WY  in  Au¬ 
gust  1994’  and  to  North  Platte  in  June  1995.  ASOS’s  in  Nebraska  were  commis¬ 
sioned  at  Lincoln  and  (Grand  Island  in  fiscal  year  1992;  was  accepted  at  Scottsbluff 
in  fiscal  year  1993;  and  are  scheduled  for  delivery  to  VEdentine  and  Norfolk  this 
year,  and  to  North  Platte  in  1995. 

Question.  Last  year  you  said  that  the  Scottsbluff,  Valentine,  Alliance,  Lincoln,  and 
Norfolk  office  would  have  their  services  assumed  by  other  offices.  I  assume  that 
means  these  offices  will  be  closed.  When  will  that  happen?  What  plans  have  you 
made  to  reassign  the  emj^oyees  in  those  office? 

Answer.  As  the  NElCRAD’s  become  operational,  service  responsibility  will  be 
transferred  from  Scottsbluff,  Valentine,  Lincoln,  and  Norfolk  to  the  future  WFCl’s 
serving  the  state.  Alliance  is  a  meteorological  observatory  and  has  no  public  service 
responsibfiity.  As  the  NEXRAD’s  are  commissioned,  existing  obsolete  radws  at 
Grand  Island,  Norfolk,  North  Platte,  Omaha,  and  Alliance  \vilT  be  decommissioned. 
Scottsbluff,  Valentine,  Lincoln,  Norfolk,  and  (jlrand  Island  are  defined  as  field  offices 
by  Public  Law  102-667.  That  law  prohibits  field  offices  from  being  closed  prior  to 
January  1,  1996.  However,  some  draw-down  of  these  offices  will  occur  before  com¬ 
pleted,  as  the  new  technologies  come  into  use  at  the  WFO’s,  as  permitted  under  the 
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law.  Alliance  is  not  a  field  office  as  defined  by  the  law,  and  consequently  is  not  sub¬ 
ject  to  the  certification  requirements.  The  schedule  for  these  events  can  be  found 
in  the  National  Implementation  Plan  for  Modernization  of  the  NWS.  The  most  re¬ 
cent  update  of  this  plan,  for  fiscal  year  1995,  was  approved  by  the  Secretary  of  Com¬ 
merce  and  submitted  to  Congress  in  March  1994. 

The  NWS  has  made  a  commitment  to  provide  job  opportunities  in  the  modernized 
Weather  Service  for  all  current  employees.  During  the  process  of  accomplishing  the 
transition  to  the  modernized  and  restructured  NWS,  vacancies  will  occur  at  the  old 
offices  as  employees  bid  on  and  are  accepted  for  iobs  in  the  new  offices.  Although 
NWS  will  m^e  every  reasonable  effort  to  cover  these  vacancies  through  overtime, 
details,  etc.,  some  temporary  reduction  in  hours  of  operation  at  old  offices  may  be 
unavoidable  at  these  old  offices.  NWS  will  keep  members  of  Congress  advised 
should  this  become  problematic. 


GLOBE 

Question.  I  see  you  are  requesting  an  increase  of  8  FTE  and  $7  million  for  the 
Global  Learning  and  Observations  to  Benefit  the  Environment  or  GLOBE  program. 
Accorffing  the  your  budget  justification  you  are  currently  involved  in  6  schools  in 
6  countries  but  plan  to  expand  to  300  schools  and  20  countries  in  fiscal  year  1995. 
What  criteria  will  be  used  to  choose  schools  for  expansion? 

Answer.  The  GLOBE  Planning  and  Integration  team  is  defining  the  criteria  for 
the  selection  of  schools.  Candidate  schools  will  apply,  based  on  the  guidelines  devel¬ 
oped  by  the  GLOBE  Planning  team. 

Question.  Will  implementation  occur  gradually  or  is  there  some  package  ready  to 
go  that  can  be  placed  in  all  300  schools  at  once? 

Answer.  During  fiscal  year  1994,  there  will  be  no  GLOBE  school  activities.  During 
fiscal  year  1995,  there  will  be  300  to  500  schools  participating,  of  which  20  to  40 
will  be  in  the  U.S.  By  1996,  we  project  over  1,000  schools  will  be  participating  with 
a  goal  of  100,000  by  the  year  2000.  At  least  90  percent  of  the  GLOBE  fundfs  will 
be  spent  in  the  U.S.;  the  overseas  costs  will  be  snared  with  foundations  and  other 
countries. 

There  is  no  package  ready  to  go  that  can  be  placed  in  the  schools;  this  material 
is  currently  being  developed. 

Question.  What  is  the  total  amount  government-wide  that  is  being  proposed  for 
the  GLOBE  program  and  what  Departments  and  Agencies  are  involved? 

Answer.  Tne  fiscal  year  1994  estimated  cost  to  NOAA  for  GLOBE  is  $500,000. 
l^ASA,  EPA,  National  Science  Foundation  (NSF),  Department  of  State,  and  Depart¬ 
ment  of  Education  are  participating  row  and  plan  to  participate  in  fiscal  year  1995. 
The  current  funding  profile  for  GLOBE  in  fiscal  year  1994  and  fiscal  year  1995  is 
provided  below: 

[In  millions  o1  cfollars] 
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Questions  Submitted  by  Senator  Pete  V.  Domenici 

NOAA— NOAA  CORPS 

Question.  Attached  is  an  article  which  proposes  that  the  NOAA  Corps  be  dis¬ 
banded.  For  the  record,  please  comment  on  this  recommendation,  and  on  the  four 
points  raised  in  the  first  column  of  the  second  page.  In  addition,  please  comment 
on  the  allegation  that  the  fleet  modernization  plan  is  a  “NOAA  Coips  Perpetuation 

Answer.  We  do  not  agree  with  the  article’s  proposal.  The  NOAA  Corps  is  a  unique 
NOAA  asset  and  should  not  be  disbanded.  The  NOAA  Corps  has  done  an  outstand¬ 
ing  job  of  maintaining  and  operating  the  fleet  of  ships  and  aircraft.  This  is  dem¬ 
onstrated  by  their  ability  to  meet  cruise  objectives,  a  superb  safety  record,  and  the 
fact  that  the  vessels  are  being  operated  long  past  their  expected  life. 

In  addition,  NOAA  Corps  officers  serve  all  components  of  NOAA  where  them 
broad  kn'./wledge,  developed  through  rotational  assignments,  provides  a  valuable 
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balancing  of  scientific,  technical,  administrative,  and  managerial  skills  to  apply 
wherever  they  are  assigned.  Their  technical  and  geographical  mobility  has  served 
NOAA  well  and  will  continue  to  do  so  in  the  future. 

With  regard  to  the  four  points  raised  in  the  article,  below  we  have  listed  the  as¬ 
sertion  and  our  reaction: 

Point  No.  1. — Having  officers  serve  as  both  engineers/scientists  and  sailors  no 
longer  delivers  practical  advantages.  On  the  contrary,  modem  research-ship  man¬ 
ning  strives  for  exceptionally  competent  and  experienced  mariners  who  can  support 
the  science  and  make  dangerous  work  safer  through  professional  seamanship.  The 
severable  work  of  ship  driving  and  science  is  best  accomplished  by  professionals  in 
both  fields  working  together. 

With  the  advent  of  modem  high  speed  satellite  communications  and  transmittal 
of  data,  there  is  less  need  for  senior  scientists  to  be  aboard  ships  during  data  collec¬ 
tion.  Ships'  officers  who  are  trained  in  the  applicable  science  being  conducted  can 
be  an  invaluable  resource  in  assisting  and  ensuring  that  high  quality  data  collection 
occurs.  This  has  long  been  the  case  on  the  hydrc,graphic  ships  where  the  command¬ 
ing  officer  is  also  the  Chief  Scientist.  The  desiraoility  of  this  type  of  multidisci¬ 
plinary  skill  will  increase  as  the  pressure  to  reduce  federal  employees  becomes  a  re¬ 
ality  as  required  by  the  recently  passed  Federal  Workforce  Restructuring  Act  of 
1994,  Public  Law  103-226. 

Point  No.  2. — The  Corps’  quasi-military  structure  is  absurd  in  an  oi^anization 
without  a  combat  mission,  complete  military  structure,  or  military  discipline. 

The  NOAA  Corps  is  one  of  tne  nation’s  seven  uniformed  services.  It  is  not  a  mili¬ 
tary  service  and  does  not  pretend  to  be  (in  this  regard,  it  is  similar  to  the  Public 
Health  Service  Commissioned  Corps).  The  rank  structure  reflects  the  NOAA  Corps’ 
history  and  its  ability  to  be  rapidly  assimilated  into  the  military  services  to  perform 
scientific  missions  in  times  of  war. 

Point  No.  3. — The  corps  has  consistently  rejected  the  experience  of  other  ship  op¬ 
erators  as  well  as  the  findings  of  studied  indicating  that  many  of  its  marine  needs 
could  be  satisfied  at  far  lower  cost. 

The  NOAA  Corps  has  for  several  years  proposed  that  a  portion  of  NOAA’s  mission 
requiring  ships  be  satisfied  by  chartering  or  vessels.  As  part  of  the  National  Per¬ 
formance  Review  (NPR)  recommendations  NOAA  will  be  chartering  vessels  to  pro¬ 
vide  a  better  understanding  of  the  role  which  the  private  sector  can  play  in  fulfilling 
NOAA’s  requirements. 

Point  No.  4. — Although  modern  ships  operate  safely  with  smaller  crews  and  a 
smaller  fleet  is  NOAA’s  goal,  a  1990  internal  NOAA  study  recommended  an  increase 
in  corps  size  to  at  least  595  persons. 

The  size  of  the  NOAA  Corps  is  limited  by  law  to  439.  The  NOAA  Corps  has  con¬ 
sistently  operated  far  below  that  level  and  has  no  plans  to  increase  the  authorized 
level  beyond  439. 

With  regard  to  the  article’s  allegation  that  the  Fleet  Modernization  Plan  is  a 
“NOAA  Corps  Perpetuation  Plan’’,  this  allegation  is  untrue.  The  NOAA  Corps  has 
taken  steps  to  avoid  undue  influence,  or  perception  thereof,  of  the  fleet  moderniza¬ 
tion  process.  An  example  of  this  is  the  formation  of  the  FRAM  Review  Board  com¬ 
posed  of  the  NOAA  Assistant  Administrators.  NOAA’s  Fleet  Modernization  Plan  is 
a  reflection  of  the  need  to  provide  sea-going  data  collection  platforms  in  order  to 
cany  out  NOAA's  missions.  The  plan  has  been  subjected  to  intense  scrutiny  bv  nu¬ 
merous  levels  within  NOAA,  the  Department  of  Commerce,  and  the  Office  of  Man¬ 
agement  and  Budget,  as  well  as  otner  government  agencies.  The  plan  shows  the 
time  phasing  required  to  continue  NOAA’s  sea-going  capability.  Further,  any  new 
ship  acquisition  decision  will  be  subjected  to  an  economic  analysis  to  determine  the 
most  cost  effective  method  of  acquiring  and  operating  the  vessel. 

NOAA— INCREASE  IN  BUDGET  REQUEST 

Question.  Dr.  Baker,  in  your  statement  you  mention  that  vour  budget  request  is 
basically  unchanged  from  1994.  That  may  be  true  in  terms  of  new  budget  authority; 
indeed,  budget  authority  is  down  by  almost  $32  million  for  NOAA  as  a  whole. 

However,  new  outlays  would  increase  by  $100  million,  since  the  budget  shifts 
funds  from  several  of  your  low  outlay  accounts  to  the  main  operational  account. 

If  we  are  constrained  to  hold  NOAA  to  a  freeze  in  outlays  for  1995,  what  impact 
would  this  have  on  the  agency? 

Answer.  If  NOAA  was  required  to  freeze  outlays  in  fiscal  year  1995,  using  the  fig¬ 
ure  $100  million  included  above,  the  comparative  loss  of  Budget  Authority  in  terms 
of  the  Operations  Research  and  Facilities  outlay  rate  of  57  percent  would  be  in  ex¬ 
cess  of  $176  million.  The  remaining  available  “new”  Budget  Authority  would  not 
even  fund  the  increases  required  to  maintain  the  pace  of  the  NWS  Modernization. 
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This  loss  of  “new*’  Budget  Authority  would:  require  NOAA  to  stretch  out  the  mod¬ 
ernization  effort,  increasing  the  cumulative  costs;  force  a  eap  in  bo^  Polar  and 
GOES  Satellite  coverage;  leave  NOAA  unable  to  meet  mandated  living  marine  re¬ 
source  statutes;  leave  the  newly  designated  Marine  Sanctuaries  unfunded  or  reduce 
funding  to  all  Sanctuaries;  reduce  NOAA  involvement  in  the  Government-wide  Glob¬ 
al  Change  and  High  Performance  Computing  and  Communications  Initiatives;  elimi¬ 
nate  funding  for  GLOBE  and  Health  of  the  Atmosphere;  and,  result  in  reduced  oper¬ 
ations  and  services  due  to  shortfalls  in  some  base  programs. 

Question.  For  the  record,  please  provide  the  Committee  with  a  list  of  program  re¬ 
ductions  from  the  1995  request  that  are  sufficient  to  freeze  NOAA  outlays  at  the 
1994  level. 


Fiscal  year  1994  outlays .  $1,010,400,000 

Fiscal  year  1995  outlays .  1,110,751,000 


Answer.  As  noted  above,  the  impact  of  such  a  cut  to  budget  authority,  would  re- 
qmre  NOAA  to  rethink  its  entire  budget  submission,  including  the  possibility  of 
eliminating  a  significant  number  of  additional  programs.  Given  the  list  of  impacts 
provided  to  answer  the  previous  question,  I  would  welcome  the  Committee’s  input 
on  this  issue. 


NOAA— NATIONAL  PERFORMANCE  REVIEW  SAVINGS 

Question.  The  National  Performance  Review  proposes  that  the  civilian  weather 
satellite  program,  run  by  the  National  Oceanic  and  Atmospheric  Administration,  be 
consolidated  with  the  weather  satellite  program  of  the  Defense  department,  which 
is  run  by  the  Air  Force. 

The  National  Performance  Review  estimates  savings  from  this  consolidation  to  be 
$300  million. 

What  is  the  status  of  this  recommendation? 

Answer.  The  Report  on  Polar  Convergence  prepared  by  the  Office  of  Technology 
Policy,  was  unveiled  at  a  White  House  on  May  10.  Plans  were  announced  to  con¬ 
verge  DOD’s  Defense  Meteorological  Satellite  Program  (DMSP)  of  the  Department 
of  Defense  and  the  NOAA  Polar-orbiting  Operational  Environmental  Satellite 
(POES)  system  into  a  single  operational  environmental  satellite  system.  In  addition 
the  converged  operational  program  will  incorporate  appropriate  aspects  of  NASA’s 
Earth  Observing  System  technologies. 

Under  the  directive,  NOAA  was  named  lead  agency  for  integrating  the  converged 
system,  for  satellite  operations,  and  for  the  intertace  with  national  and  international 
civilian  users.  DOD  will  have  responsibility  for  the  program’s  acquisitions,  command 
and  control,  and  launch  and  systems  integration.  NASA  will  be  responsible  for  facili¬ 
tating  the  development  and  incorporation  of  new  cost-effective  technologies  that  will 
enhance  the  capahilities  of  the  converged  system.  The  joint  office  to  manage  the  sys¬ 
tem  is  to  be  set  up  by  October,  although  the  two  operations  will  not  be  completely 
combine  d  until  2004. 

The  new  system  is  expected  to  reduce  duplication  of  efforts  in  meeting  common 
requirements  while  satisfying  the  unique  requirements  of  the  civil  and  national  se¬ 
curity  communities.  Convergence  is  expectecf  to  save  an  estimated  $300  million  by 
the  year  2000,  through  elimination  of  dual  planning  and  development  programs, 
with  additional  savings  of  more  than  $1  billion  in  the  following  10  to  15  years.  The 
converged  system  will  continue  the  open  distribution  of  environmental  data  and  ac¬ 
commodate  international  cooperation. 

In  addition,  the  European  space  Earth  observation  partners  were  invited  to  ex¬ 
plore  incorporating  the  European  METOP  polar  satellite  series  into  the  converged 
system,  assuming  U.S.  mission  requirements  can  be  met. 

Question.  Are  uie  savings  estimates  accurate?  If  so,  will  the  savings  accrue  to  the 
Air  Force  or  to  the  National  Oceanic  and  Atmospheric  Administration? 

Answer.  An  accurate  representation  of  any  savings  (cost  avoidance)  associated 
with  this  effort  would  only  be  possible  after  any  plan  laid  out  in  the  study  report 
was  subjected  to  phase  A  definition  studies  of  the  projected  hardware  and  software 
costs  of  the  converged  system. 

How  the  system  will  be  budgeted  for  is  still  under  consideration.  The  resolution 
of  this  issue  will  determine  how  the  savings  will  be  captured. 

Question.  Please  provide  for  the  record  the  estimated  savings  and  costs  of  consoli¬ 
dation  for  both  the  Air  Force  and  the  National  Oceanic  and  Atmospheric  Adminis¬ 
tration  from  fiscal  years  1995  through  2000. 

Answer.  Detailed  information,  induding  a  preliminary  estimation  of  the  projected 
cost  savinga/avoidance  should  be  addressed  in  the  Implementation  Plan. 
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NOAA— GLOBE  PROGRAM 

Question.  The  1996  budget  request  includes  $7  million  to  initiative  something 
called  the  “GLOBE”  program,  or  ^'Global  Learning  and  Observations  to  Benefit  the 
Environment”.  My  understanding  is  that  this  program  would  involve  using  school 
children  to  collect  environmental  observations.  Specifically,  how  would  the  funds  be 
used  in  1995? 

Answer,  The  GLOBE  Program  enables  school  children  to  monitor  the  global  envi¬ 
ronment  by  making  carefully  selected  environmental  observations  near  Sieir  school 
and  sharing  that  data  wiOi  other  children  throughout  the  world  and  with  the 
world's  environmental  scientists.  As  a  result,  the  scientific  understanding  of  the 
Earth  will  be  increased  by  use  of  a  dense  worldwide  network  of  schools  to  augment 
ciurent  observations,  and  the  collective  awareness  of  individuals  throughout  the 
world  concerning  the  environment  and  the  impacts  of  human  activities  on  it  will  be 
substantially  enhanced. 

In  fiscal  year  1996,  the  requested  NOAA  funding  for  GLOBE  will  be  used  for  pro¬ 
gram  planning,  system  hardware  desim  and  test,  educational  design,  experiment 
design  and  implementation,  software  development,  training  material  development, 
and  development  of  a  prototype  central  GLOBE  data  ingest  and  analysis  system. 

Question.  How  scientifically  valid  are  observations  collected  by  school  children? 

Answer.  Because  of  the  potentially  large  number  of  observations,  ihere  is  a  statis¬ 
tical  effect  which  permits  scientists  to  extract  meaningful  results.  In  addition,  there 
will  be  quality  control  tests  and  checks  on  the  data-tal^g. 

Question.  Given  tlie  priorities  for  funding  within  NOAA,  why  is  this  program 
being  given  special  consideration? 

Answer.  The  GLOBE  program  is  not  being  given  special  consideration.  It  is  in 
NOAA’s  operating  mission  to  monitor  and  study  the  environment.  This  program  is 
an  excellent  addition  to  the  NOAA’s  mission. 

Question.  Has  NOAA  obligated  funds  ibr  this  program  in  fiscal  year  1994?  If  so, 
how  much?  If  so,  why  has  no  reprogram ning  been  submitted  to  the  Committee, 
since  section  605  of  the  Commerce-Justice-State  Act  requires  notifications  for 
reprogrammings  which  “create  new  programs?” 

Answer.  NOAA  plans  to  obligate  less  than  $500,000  for  this  program  in  fiscal  year 
1994.  This  will  be  part  of  an  anticipated  NOAA-wide  reprogramming/transfer  notifi¬ 
cation. 

NOAA— WIND  PROFILER  DEMONSTRATION  NETWORK 

Question.  NOAA  is  proposing  a  decrease  of  $4.3  million  associated  with  the  wind 
profiler  demonstration  network.  Wind  profilers  are  unmanned,  micro-wave  sounding 
units  that  continuously  monitor  wind  speeds  at  various  altitudes.  They  take  the 
place  of  weather  balloons,  which  provide  intermittent  coverage  of  wind  speeds  in  the 
upper  atmosphere. 

The  wind  profiler  network  is  centered  in  Kansas,  but  several  units  are  located  in 
New  Mexico. 

Why  is  this  program  being  proposed  for  termination? 

Answer.  While  both  profilers  and  radiosondes  measure  wind,  wind  profilers  can¬ 
not  take  the  place  of  weather  balloons,  which  also  measure  moisture  and  tempera¬ 
ture,  in  addition  to  tropospheric  and  stratospheric  winds.  By  the  end  of  fiscal  year 
1994,  this  project  which  was  to  demonstrate  the  effectiveness  of  the  wind  profilers 
in  the  prediction  of  weather,  will  be  completed.  The  Wind  Profiler  Demonstration 
Network  (WPDN)  consists  of  30  profilers  located  in  16  central  U.S.  states,  one  in 
Alaska,  and  one  in  California.  Based  on  the  data  gathered  during  its  demonstration, 
NOAA  will  evaluate  whether  an  “operational”  system  of  wind  profilers  across  the 
nation  be  initiated  as  part  of  an  integrated  upper  air  observation  network.  Since 
such  a  network  will  be  a  significant  investment,  we  need  to  be  sure  that  its  benefits 
warrant  the  investment  and,  if  it  is  implemented,  that  it  is  done  in  the  most  cost 
effective  manner. 

Question.  Where  and  how  will  weather  stations  in  the  affected  areas  receive  com¬ 
parable  information  if  the  system  is  shut  down? 

Answer.  Although  hourly  upper  air  wind  observations  provided  by  thr  Wind  Pro¬ 
filer  Demonstration  Network  (WPDN)  will  be  lost  for  operational  forecasts,  similar 
data  will  1^  provided  twice  daily  to  the  affected  stations  by  the  current  weather  bal¬ 
loon  program. 
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Questions  Submitted  by  Senator  Mark  O.  Hatfield 

MITCHELL  act  HATCHERIES 

Question.  Dr.  Baker,  are  you  aware  that  the  NMFS  office  with  primary  respon¬ 
sibility  for  Pacific  Northwest  Salmon  is  funded  with  Mitchell  Act  Hatchery  funding? 
And  if  your  request  is  approved,  no  funds  would  be  available  for  these  NMFS  em¬ 
ployees? 

Answer.  Yes,  I  am  aware  that  the  NMFS  office  is  currently  funded  with  Mitchell 
Act  Hatchery  funding  and  that  the  fiscal  year  1995  Budget  had  proposed  to  dis¬ 
continue  the  funding  of  Columbia  River  hatchery  operations  from  NOAA  Appropria¬ 
tions.  Funding  to  operate  the  hatcheries  was  to  be  provided  through  a  rate  increase 
by  BPA  of  less  than  $1  per  household. 

Since  the  submission  of  the  budget  document,  we  reconsidered  this  proposal.  As 
a  result  of  the  salmon  crisis  in  the  Pacific  Northwest,  NOAA,  within  the  fiscal  year 
1995  budget  request  of  $281  million  for  NMFS,  will  seek  to  shift  resources  to  con¬ 
tinue  operations  of  the  Columbia  River  Hatcheries. 

Question.  By  transferring  this  account  to  the  ratepayers  and  BPA,  was  it  your  in¬ 
tention  to  have  BPA  pay  the  salaries  of  these  NMFS  employees? 

Answer.  Yes,  our  orimnal  proposal  was  that  BPA  (ratepayers)  p^  for  both  NMFS 
costs  and  funds  provided  to  States  and  the  U.S.  Fish  anci  Wildlife  Service  for  the 
operation  and  maintenance  of  the  Columbia  River  hatcheries.  As  stated  in  the  pre¬ 
vious  answer,  NOAA,  within  the  fiscal  year  1995  budget  request  of  $281  million  for 
NMFS,  will  seek  to  shift  resources  to  continue  operations  of  the  Columbia  River 
Hatcheries. 


FLEET  modernization 

Question.  On  a  different  subject,  in  developing  your  agency's  ship  building  pro¬ 
gram,  do  you  solicit  user  needs  from  outside  your  agency?  If  so,  who  have  you  been 
working  with  on  this  program? 

Answer.  The  primary  purpose  of  NOAA's  Fleet  Replacement  and  Modernization 
effort  is  to  meet  the  needs  of  NOAA’s  fisheries  research  and  assessment,  nautical 
charting,  oceanographic  and  atmospheric  research  and  environmental  monitoring 
programs.  We  do  exchange  information  with  other  federal  users  through  the  former 
Subcommittee  on  Federal  Coordination  of  the  Committee  on  Earth  and  Environ¬ 
mental  Sciences  which  is  being  reformed  under  the  Committee  on  Environmental 
and  Natural  Resources  Research.  We  also  exchange  information  with  university 
users  through  the  University  National  Laboratory  System.  NOAA  is  working  di¬ 
rectly  with  the  United  States  Geological  Survey  (USGS)  in  their  fleet  modernization 
effort  and  assisted  USGS  in  acquiring  a  surplus  Navy  T-AGOS  surveillance  ship. 
We  are  also  working  with  the  Environmental  Protection  Agency  as  they  are  assess¬ 
ing  their  fleet. 

NOAA  conducted  an  Ocean  Fleet  Modernization  Study  before  beginning  our  pro¬ 
gram  to  modernize  the  fleet.  The  study  included  participants  from  other  federal 
agencies  and  the  university  community  as  well  as  NOAA. 

COLUMBIA  RIVER  BASIN 

Question.  There  is  significant  research  being  conducted  in  the  Columbia  River 
Basin  on  issues  affecting  threatened  and  endangered  salmon.  Please  provide  the 
Subcommittee  with  a  brief  description  of  your  research  efforts  in  the  following  sub¬ 
ject  areas  (if  other  Federal  or  state  agencies  are  involved,  please  provide  that  infor¬ 
mation  as  well); 

(a)  Computer  modeling  of  water  velocity  through  the  network  of  dams  and  res¬ 
ervoirs  on  the  Columbia  and  Snake  Rivers. 

(b)  Research  on  various  river  management  regimes  that  will  affect  migrating  juve¬ 
nile  salmon. 

-  (c)  The  effect  of  various  flow  regimes  on  salmon  and  resident  fish. 

(d)  Natural  streamflow  characteristics  of  major  tributaries  and  headwater  streams 
in  the  Basin. 

(e)  The  efLct  of  stream  temperature  on  salmon  survival,  and  what  degree  changes 
in  stream  temperature  are  possible  in  the  Basin. 

(0  The  original  characteristics  of  water  velocity,  water  temperature,  river  chan¬ 
nels,  and  salmon  survival  in  the  Basin  prior  to  construction  of  the  Federal  dams. 

(g)  The  additional  data  needed  to  allow  ecosystem  management  of  aquatic  and  ter¬ 
restrial  ecosystems. 

(h)  Identification  of  toxic  contaminants  currenUy  affecting  the  Basin. 

(i)  The  sources,  causes,  transport  rates,  and  effects  of  nutrients  on  the  ecosystem. 
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Answer,  (a)  The  National  Marine  Fisheries  Service  (NMFS)  conducts  no  research 
in  the  area  of  con^uter  modeling  of  water  velocity  through  the  network  of  dams  and 
reservoirs  on  the  Columbia  and  Snake  Rivers. 

(b)  NMFS,  in  collaboration  with  the  U.S.  Army  Corps  of  Enmneers  and  the  Bonne¬ 
ville  Power  Administration,  conducts  substantial  research  addressing  the  following 
fish  passage  issues: 

(1)  The  potential  of  juvenile  fish  transportation  to  improve  survival  of  Pacific 
salmon  ana  steelhead  in  the  Columbia  River  Basin.  These  are  ongoing  studies  to 
better  characterize  transport  benefits  under  different  river  flow  conditions. 

(2)  The  effectiveness  or  different  types  of  submersible  traveling  screens  in  prevent¬ 
ing  juvenile  fish  from  passing  dams  via  turbines  where  high  mortalities  occur.  Mul¬ 
tiple  screen  sizes  and  screening  materials  are  evaluated;  the  goal  is  to  optimize  fish 
passage  efficiency,  while  minimizing  descaling  and  mortality  of  fish  being  diverted. 

(3)  Assessment  of  the  direct  and  indirect  mortality  of  iuvenile  salmon  passing 
dams  via  different  passage  routes,  including  turbines,  spillways,  and  juvenile  fish 
bypass  systems.  On  a  site-specific  basis,  these  data  can  be  used  to  modify  dam  oper¬ 
ations  to  improve  overall  dam  passage  survival  of  iuvenile  fish. 

(4)  Direct  measurement  of  survival  of  juvenile  salmon  and  steelhead  passing 
through  Snake  River  dams  and  reservoirs.  These  studies  utilize  passive  integrated 
transponder  (PIT)  tags  and  PIT-tag  detectors  at  dams  to  determine  passage  survival 
of  individually  marked  fish.  The  results  of  these  studies  will  serve  as  a  baseline  for 
comparisons  to  survivals  measured  during  tests  of  reservoir  drawdown. 

(5)  Radio  tracking  of  upstream  migrating  adult  salmon  and  steelhead  to  deter¬ 
mine  optimal  dam  passage  conditions.  Conditions  such  as  fish-ladder  entrance  flows, 
water  temperatures,  spill  patterns,  and  powerhouse  operating  priorities  all  influence 
the  rate  of  upstream  passage.  These  studies  serve  to  identify  best  passage  condi¬ 
tions. 

(c)  Two  major  studies  are  in  progress  at  the  NMFS  that  address  the  effect  of  var¬ 
ious  flow  remmes  on  salmon  and  resident  fish. 

(1)  The  effects  of  air  supersaturated  river  water  on  juvenile  and  adult  salmon  and 
steelhead,  and  on  selected  resident  aquatic  organisms  of  the  Columbia  and  Snake 
Rivers.  These  investigations  monitor  the  prevalence  and  impact  of  gas  bubble  dis¬ 
ease  on  Columbia  River  Basin  biota.  High  levels  of  spill  that  often  accompany  high 
flows  at  Columbia  and  Snake  River  dams  can  lead  to  the  supersaturation  of  river 
water  up  to  140  percent. 

These  levels  can  be  directly  lethal  to  moating  salmon  and  other  aquatic  species. 

(2)  The  study  described  in  answer  b(4)  (Direct  measurement  of  survival  of  iuvenile 
salmon  and  steelhead  passing  through  Snake  River  dams  and  reservoirs)  will,  in  the 
long  term,  address  ana  define  the  relationship  between  river  flow  and  mvenile  fish 
survival  through  the  reservoirs  and  dams  of  the  Columbia  and  Snake  Rivers.  Mul¬ 
tiple  years  of  data  collection  will  allow  correlation  of  direct  measures  of  juvenile  fish 
survival  to  flow  velocity. 

(d)  NMFS  conducts  no  research  in  the  area  of  natural  streamflow  characteristics 
of  mamr  tributaries  and  headwater  streams  in  the  basin. 

(e)  The  effects  of  temperature  on  upstream  passage  of  adult  salmon  and  steelhead 
are  factors  measured  in  the  radio-tracking  studies  described  in  answer  Cb)5  above. 

(f)  NMFS  activities  in  measuring  the  original  characteristics  of  water  velocity, 
water  temperature,  river  channels,  and  salmon  survival  in  the  Basin  prior  to  con¬ 
struction  of  the  Federal  dams  have  been  limited  to  specific  evaluations  conducted 
in  status  reviews  of  selected  stocks  petitioned  for  listing  under  the  ESA.  In  the  Co¬ 
lumbia  River  Basin,  these  have  been  conducted  for  Snake  River  spring,  summer, 
and  fall  chinook  salmon,  Snake  River  sockeye  salmon,  mid-Columbia  River  summer 
Chinook  salmon,  and  lower  Columbia  River  coho  salmon.  The  primal^  foci  of  these 
activities  have  been  to  establish  historical  abundance  and  distribution  relative  to 
current  abundance  and  distribution. 

(g)  The  NOAA  Coastal  Ocean  Management,  Planning  and  Assessment  System 
(COMPAS)  sponsored  by  the  Coastal  Ocean  Program  is  designed  to  address  resource 
managers  needs  for  information  management.  COMPAS  integrates  NOAA  and  state 
information  with  easy-to-use  query,  mapping,  and  analytical  capabilities.  In  Oregon, 
the  system  has  been  under  development  for  the  last  two  years.  All  the  information 
incluaed  in  this  system  will  meet  information  needs  for  addressing  non-point  source 
pollution  and  shoreland  management  issues. 

NOAA  is  also  working  to  (quantify  changes  in  areal  extent  of  wetlands  and  adja¬ 
cent  uplands.  This  work  is  critical  in  linking  land-based  human  activities  to  produc¬ 
tivity.  NOAA’s  Coastal  Ocean  Program,  through  it’s  Coastal-Change  Analysis  Pro¬ 
gram  (C-CAP),  is  helping  to  develop  the  tools  and  the  scientific  information  to  mon¬ 
itor  and  understand  changes  in  wetlands  and  adjacent  uplands  and  to  relate  these 
to  impacts  on  living  marine  resources.  The  Oregon  regional  pityect  in  part  addresses 
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the  lower  Columbia  River  and  Tilamook  Bay  in  which  protection  of  salmon  stocks 
is  a  critical  objective  of  the  mapping.  Oregon  Coastal  Zone  Management  Program, 
as  an  outgrowth  of  the  mapping  of  Columbia  River  Estuary,  is  planning  to  test  the 
C-CAP  protocol  for  updating  habitat  maps  for  local  water  bodies.  Management  of 
these  water  bodies  is  based  on  habitat  type  and  extent. 

NO^'s  Coastal  Ocean  Program  is  also  funding  a  series  of  regional  environmental 
valuation  workshops  to  acquaint  Federal,  state,  and  local  resource  managers, 
through  use  of  regional  case  studies  as  a  teaching  technique,  with  the  tools  avail¬ 
able  for  valuing  resources  under  their  stewardship.  NOAA  is  funding  one  of  these 
workshops  in  Newport,  OR,  to  be  held  in  early  October. 

(h)  NMFS  previously  identified  an  adult  salmon  passage  problem  associated  with 
high  concentrations  of  fluoride  in  an  aluminum  plant  effluent  discharged  near  John 
Day  Dam  on  the  Columbia  River.  New  restrictions  on  fluoride  discharge  imposed  by 
the  Washington  Department  of  Ecology  have  largely  eliminated  the  problem. 

The  NOAA  Coastal  Ocean  Program’s  CoastWatch  project  diotributes  sea  surface 
temperature  images  and  other  environmental  data  to  researchei^,  state  public 
health  managers,  and  federal  and  state  resource  managers  in  the  Northwest  to  fa¬ 
cilitate  the  identification  of  potential  harmful  algal  bloom  conditions,  including 
those  organisms  responsible  for  domoic  acid  poisoning  and  salmon  kills.  CoastWatch 
data  users  investigating  algal  toxicity  include  the  FDA  Seafood  Division,  the  Oregon 
Deoartment  of  Apiculture,  and  the  University  of  Washington. 

Studies  fundeo  by  the  City  of  Portland  have  found  high  levels  of  toxic  chemicals 
in  sediment  samples  from  Portland’s  Columbia  Slough  near  the  Columbia  River,  Be¬ 
cause  juvenile  chinook  salmon  are  among  the  most  abundant  species  in  the  Colum¬ 
bia  Slough  system  during  spring,  there  is  a  potential  for  uptaxe  of  toxic  contami¬ 
nants  by  these  species.  No  studies  are  conaucted  with  this  species  in  Columbia 
Slough,  but  NMFS  has  documented  a  variety  of  adverse  biological  effects  (e.g.,  im¬ 
paired  immunocompetence  and  growth)  in  juvenile  chinook  salmon  from  an  urban 
estuary  in  Puget  Sound  with  similar  levels  of  the  same  suites  of  toxic  chemicals. 

The  NOAA  Coastal  Ocean  Program  also  supports  related  research  efforts  in  the 
area  of  toxic  chemical  contaminants  that  will  augment,  integrate,  and  expand  the 
ongoing  efforts  of  the  National  Status  and  Trends  Program  and  the  research  efforts 
within  the  Environmental  Conservation  Division  of  the  NMFS  Northwest  Fisheries 
Center.  A  series  of  bioeffects  field  studies  was  initiated  in  fiscal  year  1990  to  provide 
estimates  of  the  magnitude  and  extent  of  appreciable  ecological  degradation  in 
coastal  areas  resulting  from  exposure  to  anthropogenic  toxic  materials.  These 
bioeffects  surveys  include  analyses  to  determine  contaminant  exposure,  inducted 
stress,  reproductive  impairment,  and  genetic  damage  in  important  fish  species.  Al¬ 
though  the  Columbia  River  estuary  is  not  among  the  current  six  study  sites,  the 
South  Carolina  study  starting  this  year  will  measure  bioeffects  of  toxics  in  sedi¬ 
ments,  shellfish,  and  finfish  in  five  coastal  estuaries,  including  the  Savannah  River 
estuary.  Like  the  Columbia  River,  the  Savannah  River  is  the  site  of  a  long-standing, 
operational  defense  nuclear  reactor. 

(i)  Although  NOAA  currently  conducts  no  research  or  monitoring  in  the  area  of 
sources,  causes,  transport  rates,  and  effects  of  nutrients  specifically  on  the  Columbia 
River  Basin  ecosystem.  NOAA’s  Coastal  Ocean  Program  nducting  research  of 
this  type  in  another  remon  of  the  U.S.  which  can  be  usi  -  i  o  develop  an  under¬ 
standing  of  the  effects  of  nutrients  in  the  Columbia  River  eco^stem.* 

The  Nutrient  Enhanced  Coastal  Ocean  Productivity  (NECOP)  project  is  a  five- 
year  study  on  the  physical,  chemical,  biological,  and  geological  processes  that  relate 
to  anthropogenic  nutrient  enrichment  and  productivity  in  the  vicinity  of  the  Mis- 
sissippi/Atchafalaya  River  outflows,  an  area  receiving  the  highest  river  born  nutri¬ 
ent  loading  in  the  coastal  U.S.,  and  in  which  seasonal  bottom  water  hypoxia  occurs. 
The  project  includes  studies  of  the  variables  and  rates  that  control  primary  produc¬ 
tion  and  hypoxia  development,  studies  of  the  sediment  record  to  understand  the  fre¬ 
quency  and  duration  of  hypoxia  in  the  recent  past,  and  a  water  quality  model  that 
is  being  used  to  provide  formal  load  reduction  predictions. 

In  aadition,  the  Oregon  Department  of  Fisheries  and  Wildlife  is  using  the  Coastal 
Ocean  Pro^am’s  CoastWatch  imagery  to  monitor  coastal  circulation  patterns  and 
the  Columbia  River  plume.  This  information  is  used  as  input  to  fish  stock  pre¬ 
dictions  and  distribution  models.  Future  research  under  consideration  is  to  inves¬ 
tigate  the  relationship  between  salmon  catch  and  sea  surface  temperature  features. 
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PREPARED  STATEMENT 

Senator  Rollings.  We  have  got  to  have  a  little  order  now, 

B lease.  The  subcommittee  will  now  hear  testimony  regarding  the 
department  of  Commerce’s  technology  program,  including  the  Na¬ 
tional  Institute  of  Standards  and  Technology  or  NIST.  We  will  hear 
first  from  Dr.  Mary  Lowe  Good,  the  Under  Secretary  for  Tech¬ 
nology,  and  then  from  Arati  Prabhakar,  the  Director  of  the  Na- 
tion3^  Institute  of  Standards  and  Technology. 

For  fiscal  year  1995,  the  Commerce  Department  has  requested 
$964.3  million  for  technology  programs,  an  increase  of  $438.4  mil¬ 
lion  over  current  levels.  Of  this  amount,  $935  million  is  for  the  Na¬ 
tional  Institute  of  Standards  and  Technology. 

Under  Secretary  Good,  we  welcome  you  and  Director  Prabhakar, 
and  I  thank  you  for  your  profession^ism  in  at  least  giving  me 
some  integrity  in  my  arjguments  when  we  got  into  the  political 
wrangle  over  technolo^.  That  was  an  unfortunate  diversion,  but  in 
any  event  your  objectivity  and  professionalism  I  think  helped  im¬ 
measurably,  and  I  wanted  to  recomize  that. 

We  will  hear  first  from  you.  Secretary  Good,  The  entire  state¬ 
ment  will  be  included  in  the  record  and  you  can  deliver  it  or  high¬ 
light  it  as  you  wish. 

[The  statement  follows:] 

Statement  of  Mary  L.  Good 

Mr.  Chairman  and  members  of  the  Subcommittee,  1  am  delighted  to  appear  before 
you  today  to  present  the  President’s  budget  request  for  the  Technology  Administra¬ 
tion  for  fiscal  year  1995.  With  me  are  Deputy  Under  Secretary  Gary  Bachula,  As¬ 
sistant  Secret^  for  Technology  Policy  Gr^am  Mitchell,  National  Institute  of 
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Standards  and  Technology  Director  Arati  Prabhakar,  and  National  Technical  Infor¬ 
mation  Service  Director  Donald  Johnson, 

I  take  great  pride  in  this  team.  I  believe  the  Subcommittee  will  agree  with  me 
that  I  have  been  blessed  with  excellent  leadership  in  the  Technology  Administra¬ 
tion.  This  team  is  fully  prepared  to  manage  the  civilian  technology  program  outlined 
in  the  President's  bu^et  request.  I  would  like  to  give  you  an  overview  of  that  re¬ 
quest  with  some  specincs  pertaining  to  the  Office  of  the  Under  Secretary,  the  Office 
of  Technology  Policy,  and  NTIS.  Dr.  Prabhakar  will  present  the  details  for  the  larg¬ 
est  portion  of  our  request,  that  of  the  National  Institute  of  Standards  and  Tech- 
nolo^. 

B^re  I  begin,  Mr.  Chairman,  I  want  to  thank  you  on  behalf  of  Secretary  Brown 
and  the  entire  Clinton  Administration  for  your  leadership  and  hard  work  in  support 
of  the  National  Competitiveness  Act.  It  truly  makes  industry  and  government  part¬ 
ners  in  the  ^est  for  technological  leadership  and  for  the  jobs  and  economic  security 
that  should  be  the  birthright  of  all  Americans. 

For  fiscal  year  1995,  the  Clinton  Administration  is  requesting  $964.3  million  for 
all  of  TA’s  pr(^ams,  an  increase  of  about  $438.4  million  over  tne  $526  million  ap¬ 
propriated  in  fiscal  year  1994.  The  request  amounts  to  only  about  1.3  percent  of  the 
$73  billion  budgeted  for  federal  R&D  and  related  f^acilities. 

This  represents  a  continuation  of  ffie  Clinton  Administration’s  ongoing  efforts  to 
achieve  parity  between  the  Government’s  military  and  civilian  R&D  investments,  to 
increase  investment  in  applied  and  developmental  research  while  also  maintaining 
our  commitment  to  basic  research,  and  to  channel  investment  into  those  programs 
that  have  proven  their  worth  and  that  have  demonstrated  their  ability  to  contribute 
to  the  nation’s  technological  well-being.  It  will  help  the  Technology  Administration 
assess  the  many  factors  that  can  affect  the  climate  for  innovation  and  commer¬ 
cialization  that  go  beyond  technical  issues,  such  as  tax,  antitrust,  and  patent  poli¬ 
cies,  management  practices,  and  others. 

The  budget  request  reflects  certain  specific  lessons  that  the  nation  has  learned 
over  the  past  twenty  years. 

First,  there  can  no  longer  be  debate  over  the  importance  of  technology  to  our  na¬ 
tion’s  economy.  As  the  President  noted  in  the  Economic  Report  submitted  to  Con¬ 
gress  last  month,  advances  in  technical  know-how  have  accounted  for  more  than  25 
percent  of  America’s  economic  growth  since  the  end  of  World  War  II. 

Second,  the  investments  most  important  to  the  economy  and  deserving  of  public 
support  are  those  that  generate  spillover  benefits  for  interconnected  sectors  and  that 
will  drive  the  next  generation  of  R&D.  A  nation  such  as  ours  with  a  rich  science 
and  technology  base  should  seek  to  remain  strong  in  as  many  of  the  cross-cutting 
technologies  of  the  future  as  resources  permit.  Prudent  asset  managers,  such  as  mu¬ 
tual  fund  managers,  will  typically  diversify  their  investments  to  spread  risk.  That 
is  exactly  the  way  we  shoulcf  manage  our  national  technology  portfolio. 

Third,  these  investments  won’t  just  happen  by  themselves.  Advanced  technologies 
today  increasingly  involve  interconnected  disciplines,  require  managers  and  workers 
to  think  creatively,  entail  massive  investment,  and  can  impact  many  different  indus¬ 
tries.  The  potential  benefits  to  the  economy  can  far  exceed  what  a  single  innovator, 
firm,  or  even  industry  can  hope  to  recover.  To  obtain  these  broad  benefits,  we  must 
strive  to  develop  many  different  industrial  applications  of  a  given  technology,  much 
as  the  Japanese  have  sought  to  do  through  their  keiretsu  system. 

Fourth,  notwithstanding  the  need  for  public  support,  throwing  federal  dollars  at 
technology  problems  won’t  solve  them.  What  is  needed  is  a  way  of  ensuring  that 
government’s  investments  mesh  with,  and  leverage,  industry’s  own  R&D  agenda 
and  are  closely  coordinated  with  industry’s  own  investment  patterns. 

F^fth,  investments  in  advanced  technologies  must  be  complemented  by  invest¬ 
ments  in  production,  or  manufacturing,  technology.  Everybody  instinctively  under¬ 
stands  the  importance  of  being  able  to  turn  out  quality  products  quickly  and  effi¬ 
ciently  and,  what’s  more,  of  customizing  them  to  take  advantage  of  niche  markets. 
But  that  is  literally  just  the  tip  of  the  iceberg.  What  is  often  unappreciated  is  the 
relationship  between  manufacturing  and  innovation  and  the  diffusion  of  new  tech¬ 
nology. 

A  competitor  who  wants  to  improve  its  product  but  can  only  do  so  by  shutting 
down  the  production  line  and  retooling  can  never  win  against  a  rival  who,  by  taking 
advantage  of  modern  manufacturing  methods  and  practices,  can  innovate  by  making 
constant,  incremental  improvements,  all  the  while  Keeping  the  production  lines  fully 
operational.  Old-fashioned  competitors  will  be  resisting  change  and  will  be  perform¬ 
ing  cost-benefit  studies  while  their  more  nimble  rivals  will  be  introducing  newer, 
constantly  improved  products. 

And  sixth,  in  this  global  village  we  all  inhabit,  in  this  world  of  accelerated  techno¬ 
logical  advancement  that  puts  a  premium  on  getting  to  the  market  first,  there  is 
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no  commodity  more  precious  than  timely  information  about  technological  develop- 
ments,  new  management  practices,  market  opportunities,  your  strength  relative  to 
that  of  your  competitors,  and  similar  factors  that  can  make  the  difference  between 
success  and  failure. 

The  President’s  budget  reflects  each  and  every  one  of  these  realities. 

For  my  own  office  and  that  of  the  Assistant  Secret^  for  Technology  Policy,  the 
Administration  is  requee'^mg  $11.3  million.  The  President  believes  that  the  Tech¬ 
nology  Administration  c;^  •  oecome  a  forceful  and  dynamic  agent  for  designing  and 
implementing,  in  partnership  with  industi^,  the  vital  manufacturing  and  technology 
strategies  needed  to  thrive  in  an  increasingly  competitive  world  economv.  That’s  a 
vision  I  share  and  why  I  feel  privileged  to  nave  b^n  asked  to  serve  as  Under  Sec¬ 
retary  at  this  time.  However,  I  can’t  do  the  job  without  reasonable  resources. 

The  increased  funding  will  enable  us  to  bemn  the  first  of  what  I  hope  will  become 
an  annual  assessment  of  the  health  of  the  UTS.  manufacturing  base.  Federal  policy¬ 
makers  and  industry  itself  must  have  a  clear  sense  of  the  comparative  strength  of 
the  manufacturing  sector  and  the  extent  to  which  it  is  or  is  not  adopting  modern 
manufacturing  piactices. 

To  make  tms  point  as  clear  as  I  know  how,  we  often  hear  people  applaud  U.S. 
success  in  developing  digital  HDTV  who  do  not  reallv  appreciate  that  producing 
such  TV’s  in  the  United  States  will  require  mass  proauction  skills  that  produce  a 
quality,  cost-effective  product.  Manufacturing  weakness  was  a  major  contributor  to 
our  loss  of  the  consumer  electronics  industry.  I  think  the  U.S.  ought  to  be  the  prime 
beneficiary  of  its  own  ingenuity,  but  without  first  rate  manufacturing  practices,  that 
cannot  be  guaranteed. 

And  that's  not  the  only  instance  where  relative  evaluations  are  called  for.  The  in¬ 
creased  funding  will  also  permit  us  to  begin  a  series  of  industry  outreach  activities 
aimed  at  developing  benchmarks  for  assessing  the  performance  of  several  strategic 
industries  and  sectors.  National  titles  mean  nothing  when  you  are  competing  in  the 
Olympics— we  have  to  know  how  we  stack  up  against  the  best  the  world  has  to 
ofrer. 

In  a  related  initiative,  the  Technology  Administration  will  develop  plans  for  en¬ 
couraging  firms  in  strategic  industries  to  come  together  to  set  goals,  to  identify  bar¬ 
riers  that  impede  the  achievement  of  those  goals,  and  to  tell  federal  policymakers 
how  we  can  help.  Our  program  should  reflect  these  insights  from  our  industrial 
partners  and  the  development  of  success  measurements  and  assessments  must  in¬ 
clude  appropriate  industry- verified  success  standards. 

The  increased  funding  will  also  support  me  directly  in  my  role  as  chair  of  the  com¬ 
mittee  coordinating  federal  participation  in  the  Partnership  for  a  New  Generation 
of  Vehicles  initiative,  as  chair  of  the  new  Civilian  Industrial  Technology  Committee 
of  the  National  Science  and  Technology  Council,  and  as  a  principal  coordinator  of 
the  Department  of  Commerce’s  Advanced  Civilian  Technology  Strategy.  That  Strat¬ 
egy  outlines  Secretary  Brown’s  comprehensive  vision  for  bringing  the  full  resources 
ofthe  Department  to  bear  in  support  of  job  creation  and  economic  growth. 

And  last,  that  increase  will  permit  the  Office  of  Technology  Policy  to  e^and  its 
activities  aimed  at  improving  access  by  U.S.  industry  to  the  best  foreijm  science  and 
technology.  The  increase  will  permit  us  to  expand  the  successful  U.S. -Japan  Tech¬ 
nology  Fellowship  Pro^am,  increase  the  quantity  and  quality  of  Japanese  technical 
information  available  here  and  begin  planning  similar  programs  for  the  Pacific  Rim 
and  European  Union,  serve  as  secretariat  to  the  new  U.S.-Israel  S&T  Commission, 
and  help  ensure  that  U.S.  interests  are  fully  protected  in  all  multinational  and  bi¬ 
lateral  science  and  technology  negotiations. 

Improving  access  to  science  and  technology  brings  me  to  another  major  component 
of  the  TA  budget:  an  $18  million  request  to  support  three  initiatives  developed  by 
the  National  Technical  Information  Service  that  are  aimed  at  expediting  the  transi¬ 
tion  to  full  electronic  dissemination  of  scientific,  technical  and  other  government  in¬ 
formation  to  all  users. 

In  1992  Congress  made  three  major  interrelated  changes  to  NTIS’  charter.  It  told 
us  to  begin  plans  for  developing  an  online  locator  system  to  provide  effective  and 
comprehensive  access  to  Government  information.  It  also  told  federal  agencies  to 
make  sure  NTIS  got  copies  of  all  of  their  S&T  publications.  Finally,  it  made  the  pro¬ 
duction  and  disseminatiofi  of  information  products  in  electronic  format  a  specific 
subset  of  NTIS’  broader  statutory  mandate  to  implement  new  ir.ethods  or  media  for 
disseminating  information. 

As  a  result  we  have  established  an  electronic  marketplace  known  as  FedWorld 
through  which  the  private  sector  can  locate  and  order  federal  information.  We  esti¬ 
mate  that  it  will  serve  900,000  callers  this  year  who  will  download  600,000  files. 
Given  the  short  time  that  this  system  has  been  operational,  we  feel  this  will  be  a 
remarkable  achievement.  However,  we  are  unable  to  grow  the  system  on  earned  rev- 
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enues  fast  enough  to  meet  the  demand.  We  also  have  in  place  final  regulations  that 
should  greatly  expand  NTIS’  inventory  and  its  ability  to  get  current  information  out 
to  consumers.  However,  not  all  of  that  information  comes  to  us  in  electronic  or  other 
formats  that  our  customers  need  or  can  use. 

Accordingly,  the  Administration  is  requesting  a  one-time  capital  investment  of  $6 
million  to  aflow  us  to  gain  additional  capacity  and  other  enhancements  that  will 
peimit  FedWorld  to  serve  the  tens  of  thousands  of  daily  callers  that  a  fully  oper¬ 
ational  system  ought  to  be  able  to  handle.  We  are  also  requesting  $6  million  to  en¬ 
able  NTIS  to  convert  information  from  whatever  form  it  is  received  into  electronic 
or  other  format  desired  by  individual  consumers.  We  also  need  to  provide  support 
to  other  federal  agencies,  especially  those  in  the  Department  of  Commerce,  seeking 
to  create  electronic  information  products.  And  last,  but  perhaps  most  important,  we 
are  requesting  $6  million  for  grants  to  be  awarded  through  a  competitive  process 
to  federal  depository  libraries  nationwide  to  build  their  capability  to  access  federal 
information  in  electronic  form. 

NTIS  operates  as  a  business  and  has  already  reinvested  a  portion  nf  its  own  reve¬ 
nue  stream  to  develop  the  basis  for  the  capabilities  proposed  here.  It  simply  cannot 
generate  revenue  fast  enough  to  bring  about  a  government-wide  transition  to  elec¬ 
tronic  communication  at  the  rapid  rate  that  our  customers  demand.  Like  any  busi¬ 
ness,  we  need  investment  capital  to  make  this  happen  in  a  timely  fashion.  I  want 
to  emphasize  that  this  is  indeed  an  investment  in  the  future  and  that  the  requested 
funds  are  not  a  means  of  supplementing  regular  operations. 

The  biggest  portion  of  the  budget  by  far  is  the  $935  million  the  President  is  re¬ 
questing  for  the  National  Institute  of  Standards  and  Technology,  an  increase  of  al¬ 
most  $415  million.  Dr.  Prabhakar  will  give  you  the  details  of  this  request.  Let  me 
just  point  out  that  NIST  has  developed  proven  approaches  for  v/orking  with  indus- 
t^,  has  a  comprehensive  10-year  plan  in  place  for  the  construction  and  renovation 
of  its  plant,  has  thoroughly  planned  for  the  revitalization  of  its  in-house  laboratory 
programs,  and  has  developed  and  refined  the  important  extramural  programs  that 
account  for  about  two-thirds  of  the  increase.  As  a  result,  it  has  the  management  and 
evaluation  systems  in  place  that  will  enable  it  to  scale  up  its  pro^ams  or  otherwise 
expend  these  funds  with  minimal  bureaucratic  overhead  and  without  jeopardizing 
the  high  auality  of  its  activities. 

In  conclusion,  Mr.  Chairman,  this  budget  request  demonstrates  President  Clin¬ 
ton's  and  Secretaiy  Brown's  confidence  in  the  Technology  Administration  to  improve 
Government’s  ability  to  assist  industry  in  technology  development  and  commer¬ 
cialization  and  in  obtaining  access  to  vital  scientific  and  technical  information  from 
federal  and  foreign  sources. 

We  are  committed  to  making  these  pro^ams  the  standard  by  which  successful 
Federal  technology  activities  are  measured.  Our  goal  is  to  provide  the  innovation, 
creativity,  performance  and  leadership  necessary  for  the  creation  of  a  civilian  tech¬ 
nology  infrastructure  that  will  allow  us  to  win  the  global  economic  competition  as 
successfully  as  we  won  the  Cold  War.  This  environment  is  critical  to  our  develop¬ 
ment  of  new  industries,  maintenance  of  market  share,  and  expanded  exports  that 
translate  into  jobs  and  an  improved  standard  of  living. 

Thank  you  mr  this  opportunity  to  discuss  our  budget  and  our  goals  for  1995.  After 
Dr.  Prabhakar’s  testimony  I  will  be  happy  to  answer  any  of  your  questions. 

Dr.  Good.  Thank  you,  Mr.  Chairman. 

Senator  Holdings.  Excuse  me,  did  you  want  to  say  something? 

Senator  Domenici.  No,  sir,  Mr.  Chairman,  I  will  make  it  later. 

Dr.  Good.  I  appreciate  your  keeping  our  statement  in  the  record, 
and  in  the  interest  of  time  I  will  just  try  to  highlight  a  few  things, 
if  I  might. 

First  of  all,  the  Technology  Administration,  as  you  know,  has  the 
Office  of  the  Under  Secretary  and  the  Office  of  Technology  Policy, 
and  Dr.  Graham  Mitchell,  who  is  the  Assistant  Secretary  for  the 
Office  of  Technology  Policy,  is  with  me  today.  He  is  now  confirmed 
and  working  full  time.  The  best  we  can  tell,  by  shifting  from  a  con¬ 
sultant  to  a  full-time  employee,  all  it  meant  is  that  he  lost  $5,000 
in  salary.  But  he  did  not  resent  that,  and  he  is  working  very  hard 
at  the  new  office. 

Also,  I  believe  that  Don  Johnson  is  still  with  us;  he  is  the  Direc¬ 
tor  of  NTIS.  And  Dr.  Prabhakar,  as  you  know,  is  the  Director  of 


489 


NIST.  So  these  are  the  segments  that  make  up  our  budget  and  that 
we  want  to  talk  to  you  about  today. 

I  do  want  to  say,  Mr.  Chairman,  that  on  behalf  of  Secretary 
Brown  and  the  entire  Clinton  administration  and  particularly  those 
of  us  in  the  Technology  Administration,  we  do  want  to  thank  you 
for  your  work  on  the  Competitiveness  Act.  It,  in  our  view,  really 
makes  industry  and  government  partners  in  this  whole  quest  for 
technolo^cal  leadership  which  we  expect  to  translate  into  economic 
security  in  the  time  to  come.  So  we  really  do  appreciate  your  efforts 
on  that,  and  we  look  forward  to  the  conference  committee  and  a 
good  outcome. 

As  you  know — ^you  just  looked  at  the  numbers  that  we  are  re¬ 
questing  in  1996-— we  are  asking  for  a  large  increase.  I  would  re¬ 
mind  you,  though,  if  you  look  at  the  numbers  in  terms  of  percent¬ 
ages  we  are  still  only  talking  about  1.3  percent  of  the  total  R&D 
budget  of  the  U.S.  Government.  So  we  think  that  this  is  a  rel¬ 
atively  small  amount  of  money  to  be  spending  in  what  we  believe 
is  one  of  the  bigger  efforts  in  the  economic  competitiveness  arena. 

So  what  I  would  choose  to  do  today  is  to  speak  to  you  briefly 
about  the  budget  request  for  the  Under  Secretary’s  Office,  the  Of¬ 
fice  of  Technology  Policy,  and  the  one-time  request  that  we  have 
for  NTIS,  and  then  Dr.  Prabhakar  will  speak  to  you  about  the 
budget  for  NIST.  And  we  will  divide  it  up  that  way,  if  that  is  OK 
with  the  committee. 

Senator  Rollings.  Very  good. 

Dr,  Good.  With  respect  to  the  budget,  in  the  Under  Secretary s 
Office  and  the  Office  of  Technology  Policy,  those  two  are  budgeted 
together  as  a  matter  of  histo^.  The  request  for  1995  is  for  $11.3 
million,  which  is  a  significant  increase  over  this  year. 

However,  I  think  you  understand  that  the  Office  of  the  Under 
Secreta^  of  Technology  in  Commerce  has  been  now  g^ven  mggor  re¬ 
sponsibilities  for  the  civilian  technology  programs  within  the  Gov¬ 
ernment  and  is  helping  to  coordinate,  through  the  Civilian  Indus¬ 
trial  Technology  Committee,  the  efforts  that  we  have  not  only  in 
Commerce,  but  throughout  the  Government,  where  we  really  want 
to  try  to  focus  on  how  the  Government  can  appropriately  assist  the 
industiT  in  these  R&D  activities. 

The  Office  of  Technology  Policy  we  are  putting  forward  as  a  very 
front-running  effort  to  do  three  or  four  really  new  things,  which  we 
believe  are  really  very  necessary  today.  One  is  that  we  think  you 
need  an  annual  assessment  of  the  health  of  the  U.S.  manufacturing 
base.  We  are  making  decisions  and  asking  for  requests  based  on 
what  that  manufacturing  base  looks  like. 

We  believe  you  need  an  update  as  to  exactly  what  it  is,  how  it 
is  performing,  and  what  its  issues  are.  And  one  of  the  things  we 
want  to  have  by  the  September  timeframe  is  a  new,  updated  as¬ 
sessment  of  what  the  manufacturing  base  looks  like,  where  it  is  fo¬ 
cused,  where  it  is  going,  and  what  effects  some  of  our  programs 
have  had.  We  think  that  is  a  very  important  issue,  and  we  would 
like  to  do  that  on  an  annual  basis. 

In  addition  to  that,  another  big  issue  that  the  Office  of  Tech- 
noloCT  Policy  is  trying  to  accomplish:  We  already  are  looking  at  the 
benchmarking  request.  That  was  in  Senate  bill  4.  We  have  begun 
to  lay  the  plans  to  get  that  done  effectively.  What  that  is  going  to 


490 


entail  is  to  look  at  the  sector-specific  industry  segments  we  have 
and  try  to  understand  how  they  stack  up  not  only  in  the  United 
States,  but  also  with  the  rest  of  the  world. 

To  do  that,  one  has  to  look  at  the  individual  components  of  those 
industry  segments  and  understand  how  the  good  businesses  are  be¬ 
having  as  well  as  the  bad  businesses.  It  is  not  good  enough  to  iust 
look  at  the  average.  You  need  to  understand  what  the  spreaa  is. 
Do  we  have  some  businesses  that  are  performing  extraordinarily 
well  in  their  technology  applications  and  some  that  are  not?  And, 
if  we  can  understand  the  differences  and  benchmark  that  around 
the  world,  we  think  this  makes  a  big  difference  in  how  we  go  about 
doing  technology  policy  in  the  Government. 

The  last  one  is  to  beef  up  our  international  effort  in  OTP.  OTP 
has  the  responsibility  for  reviewing  all  of  the  science  and  tech¬ 
nology  agreements  that  we  have  around  the  world.  For  example, 
the  China  S&T  Commission  is  meeting  right  now.  I  am  a  member 
of  that  group,  so  I  am  playing  hooky  to  be  here,  but  you  can  tell 
where  my  priorities  are.  But  we  need  to  really  understand  the  S&T 
agreements. 

We  feel  in  the  Department  of  Commerce,  that  these  S&T  agree¬ 
ments  should  be  structured  so  that  they  are  advantageous  to  the 
United  States.  We  need  to  look  at  them,  understand  where  they 
are  going.  We  need  to  be  sure  that  if  we  are  going  to  continue 
them,  that  we  get  as  much  out  of  them  as  we  provide  to  the  rest 
of  the  world.  We  think  it  is  time  to  make  these  quid  pro  quo,  and 
that  is  what  we  are  in  the  process  of  doing.  We  are  beginning  to 
look  at  all  of  those. 

Some  of  the  programs  that  we  started  there  look  very  good.  The 
engineering  program  to  send  midlevel  en^neers  to  Japan,  the  Jap¬ 
anese  manufacturing  technology  fellowship  initiative,  is  going  very 
well.  We  have  about  30  people  there.  We  will  have  a  new  class  that 
will  start  hopefully  in  September.  And  so  far  the  Japanese  have  re¬ 
sponded  as  advertised.  They  have  given  us  good  assignments  and 
good  companies,  and  we  are  going  to  get  some  very  good  feedback. 
We  will  make  a  visit  there  the  first  week  in  June.  We  are  going 
to  actually  visit  some  of  them  to  be  sure  that  these  people  have 
been  given  good  assignments  and  then  actually  get  a  good  view  of 
what  the  Japanese  manufacturing  effort  is  all  about.  We  want  to 
continue  that. 

So  the  $11  million  that  we  are  talking  about  here  is  what  we  be¬ 
lieve  is  necessary  to  really  make  the  Under  Secretary’s  Office  and 
the  Office  of  Technology  Policy  a  vital  portion  of  the  technology  in¬ 
frastructure  within  the  Government  to  respond  on  these  kind  of  is¬ 
sues  and  get  us  in  good  shape. 

Last,  I  will  spend  just  a  few  minutes  talking  about  the  $18  mil¬ 
lion  sort  of  one-time  capital  infusion  that  we  have  requested  for 
NTIS.  NTIS,  as  you  know,  in  the  last  Congress  was  asked  to  make 
some  major  changes.  The  Congress  asked  for  us  to  begin  developing 
an  online  locator  system,  to  provide  effective  and  comprehensive  ac¬ 
cess  to  Government  information,  particularly  technical  information, 
and  the  business  information  that  is  a  part  of  that  technology.  It 
also  assigned  responsibility  to  all  of  the  Federal  agencies  to  make 
sure  that  NTIS  got  copies  of  all  of  the  S&T  publications,  so  that 
they  are  all  in  one  place. 
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It  also  made  the  production  and  dissemination  of  information 
products  in  electronic  format  a  specific  subset  of  NTIS^s  broader 
statutory  mandate.  To  do  that,  we  established  FedWorld,  which  is 
now  up  and  running.  We  established  that  pretty  much  on  a  shoe¬ 
string,  with  some  of  the  moneys  that  were  available  from  the  sink¬ 
ing  fund. 

Interestingly  enough,  it  is  our  estimate  that  there  will  be  900,000 
callers  on  that  FedWorld  this  year,  and  that  we  will  download 
600,000  files  on  that  beginning  system,  which  gives  you  an  under¬ 
standing  of  the  pent-up  demand  that  there  was  for  that.  The  prob¬ 
lem  is  we  will  not  be  able  to  grow  that  system  as  fast  as  that  de¬ 
mand  is  going  to  drive  us  without  adding  some  extra  capital  and 
some  extra  software  development  to  deliver  those  kinds  of  products. 
So  about  $6  million  of  that  request  is  to  upgrade  FedWorld,  to  put 
it  on  a  basis  that  really  makes  it  very  useful. 

The  second  $6  million  is  to  provide  some  moneys  to  simply  up¬ 
grade  the  entire  apparatus  for  accepting  technical  information. 
Today  we  provide  documents  in  electronic  format,  but  when  we  re¬ 
ceive  documents  from  the  rest  of  the  Government,  they  can  be  in 
every  format  imaginable,  both  electronic  and  paper.  We  have  to 
then  convert  that  to  a  format  that  makes  it  compatible  with  the 
system. 

So  the  other  $6  million  is  to  really  do  two  things.  One  is  to  get 
the  equipment  that  will  allow  us  to  reformat  those  things  so  they 
can  go  up  in  an  appropriate  way.  And  second,  to  look  at  the  other 
information  systems  within  the  Department  of  Commerce.  In  par¬ 
ticular,  things  like  the  census,  where  we  can  help  them  and  the 
other  ^vemment  agencies  do  this  in  a  more  rational  fashion.  So 
$12  million  of  the  $18  million  is  really  to  upgrade,  one-half  of  it 
for  FedWorld,  and  one-half  of  it  to  upgrade  the  operation  in  gen¬ 
eral. 

The  other  $6  million  is  requested  to  provide  some  competitive 
way  to  begin  to  help  the  depository  libraries  have  access  to  these 
electronic  systems,  because  many  of  them  do  not  have  in  their  own 
home  bases  the  ability  to  access  this  data.  So  we  would  like  to 
begin,  at  least.  The  $6  million  will  clearly  not  provide  that  access 
to  all  of  the  depository  libraries,  but  at  least  it  will  begin  that. 

So  just  very  briefly,  Mr.  Chairman,  that  is  the  basis,  and  we 
would  be  happy  to  answer  any  kind  of  questions  for  that  that  you 
would  like.  That  is  the  basis  for  the  $11  million  or  so  for  the  Office 
of  the  Under  Secretary  and  OTP,  and  the  $18  million  in  essentially 
one-time  capital  infusion  for  NTIS. 

And  I  will  let  Dr.  Prabhakar  discuss  the  increases  for  NIST. 

Senator  Hollings.  Thank  you. 

Dr.  Prabhakar.  It  is  a  pleasure  to  be  here  today  to  discuss  with 
you  our  budgetary  request  of  $935  million  for  NIST.  It  is  an  in¬ 
crease  of  $415  million.  We  recognize  that  in  an  extraordinarily 
tough  budget  year,  this  is  a  significant  increase  for  NIST,  and  I 
think  that  it  reflects,  first  of  all,  a  very  strong  commitment  on  the 
part  of  the  President  and  the  Secretary  of  Commerce,  the  high  pri¬ 
ority  that  they  assign  to  our  programs.  I  think  it  also  reflects  the 
conviction  of  the  American  industry  that  these  programs  are  an  im¬ 
portant  part  of  our  overall  economic  strategy  as  a  Government. 
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All  of  these  activities,  of  course,  are  building  on  the  work  in  the 
ConCTess  and,  of  course,  the  work  in  this  Appropriations  Commit¬ 
tee  has  been  critical  in  getting  us  to  this  point.  And,  Mr.  Chair¬ 
man,  I  would  like  to  echo  Dr.  Good's  comments  about  your  leader¬ 
ship  on  Senate  bill  4.  I  think  that  has  been  extremely  valuable  to 
us  all,  and  we  appreciate  the  battle  that  has  been  fought  on  that. 

What  I  would  like  to  do  today  is  take  a  minute  and  provide  a 
little  bit  of  context  for  our  work  at  NIST,  and  then  spend  most  of 
my  time  describing  to  you  how  we  are  stepping  up  to  the  challenge 
of  managing  this  kind  of  growth,  how  we  are  trying  to  build  very 
effective  and  very  fair  technology  programs. 

As  Dr.  Good  mentioned,  our  programs  are  only  about  i  percent, 
1.3  percent  of  total  Federal  R&D,  so  I  would  like  to  give  you  a  little 
bit  of  a  sense  of  where  we  believe  we  fit  in  to  the  overall  picture. 
And  I  think  that  picture  be^ns  by  recognizing  that  close  to  one- 
half  of  the  R&D  doHl^rs  in  this  country  are  provided  by  the  Federal 
Government. 

That  is  not  new.  That  is  something  we  have  been  doing  for  many 
years.  Since  the  Second  World  War,  of  course,  national  security  pri¬ 
orities  influenced  the  focus  on  basic  research,  those  are  the  con¬ 
cerns  that  have  dominated  the  R&D  investment.  Today  the  world 
has  changed.  We  recognize  that  with  the  end  of  the  cold  war,  with 
shifts  in  global  competition,  that  we  need  to  start  addressing  some 
of  the  other  needs  in  the  Nation  as  we  spend  these  Federal  R&D 
dollars. 

I  find  it  quite  instructive  to  look  back  over  the  last  40  or  50  years 
before  we  start  changing,  and  see  what  came  of  those  investments, 
for  national  security,  in  basic  science.  I  personally  find  it  very 
heartening,  because  I  think,  in  fact,  that  we  have  now  dem¬ 
onstrated  in  both  of  those  cases  that  when  the  Federal  Government 
makes  a  thoughtful,  concerted,  sustained  investment  and  in  an  ap¬ 
propriate  way  works  with  the  broader  technical  community,  I  think 
we  can  do  fabulous  things. 

In  fact,  I  think  technology  contributed  to  the  end  of  the  cold  war, 
I  think  the  reason  we  have  the  best  science  base  in  the  world  has 
been  that  sustained  Federal  support.  So  while  our  job  today,  fo¬ 
cused  on  economic  goals,  is  a  significantly  different  job,  I  think  we 
do  have  some  existing  proofs  that  the  Federal  Government  can,  in 
fact,  make  a  big  difference  using  R&D  dollars  as  a  tool. 

NIST  is  just  one  part  of  the  administration's  overall  strategy  for 
shifting  our  Federal  R&D  investment  to  address  the  economic 
needs  in  the  country.  We  are  the  part  that  deals  with  direct  invest¬ 
ment  in  civilian  technology  for  economic  growth.  Today  we  are,  as 
I  mentioned,  in  the  fiscal  year  1995  request  about  1.3  percent  of 
Federal  R&D.  The  President  has  proposed  a  plan  that  would  build 
us  by  1997  to  about  2  percent  of  Federal  R&D. 

This,  obviously,  is  a  very  aggressive  ^owth  for  NIST  as  an  orga¬ 
nization.  On  the  other  hand,  I  think  it  is  a  highly  appropriate  level 
for  this  kind  of  direct  investment.  Out  of  all  the  $70  billion  that 
we  spend  on  Federal  R&D,  to  take  2  percent  and  dedicate  it  explic¬ 
itly  and  exclusively  to  these  needs  of  industry  I  would  argue  is 
really  quite  appropriate. 

Let  me  turn  to  how  we  at  NIST  are  stepping  up  to  this  challenge. 
I  would  like  to  sort  of  convey  to  you  our  management  strategy. 
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which  is  vei7  focused  on  delivering  value.  The  first  point,  I  think, 
that  is  critical  is  that  we  are  building  on  proven  approaches.  We 
recently  compiled  a  mroup  of  NIST  industrial  impact  stories  which 
I  would  like  to  offer  for  the  record  if  I  might,  Mr.  Chairman. 

Senator  Hollings.  It  will  be  included. 

[The  information  follows:] 

NIST  Industrial  Impact 
Company:  SDL  Inc.,  San  Jose,  California. 

Business:  Producer  of  high-power  semiconductor  lasers  and  fiber  optic  components. 
Number  of  Empl<wees:  18^0. 

Company:  Xerox  Corporation,  Palo  Alto  Research  Center,  Palo  Alto,  California. 
Business:  Manufacturer  of  document  processing  technologies. 

Number  of  Employees:  300. 

There  are  few  substitutes  for  an  annual  infusion  of,  say,  $1,400,000  for  5  years 
to  ratchet  up  the  research  and  development  throttle.  That  is  what  happened  to  SDL 
Inc.  and  the  Xerox  Corn,  beginning  in  S^tember  1992,  when  their  ioint  proposal 
to  the  Advanced  Technology  Program  (ATP)  for  work  on  visible  diode  lasers  and  op¬ 
tical  fiber  components  met  with  approval  from  a  review  panel  at  NIST,  which  runs 
the  program  for  the  Department  of  Commerce. 

In  less  than  2  years  since  the  ATP  award,  which  is  designed  to  support  develop¬ 
ment  of  high-risk  technologies  that  might  enhance  and  spawn  many  other  tech¬ 
nologies,  SDL  has  had  three  unexpectedly  near-term  spin-offs — new  semiconductor- 
based  laser  products  with  wide-ranmng  applications  that  are  now  on  the  market, 
says  Donald  R.  Scifres,  SDL’s  president  and  CEO.  The  three  products  are  laser  di¬ 
odes  that  emit  red  light  directly  at  various  powers  without  requiring  a  second  laser 
for  excitation,  which  is  usually  needed  for  nigh-power  lasers.  The  company  also  is 
pushing  forward  to  develop  laser  systems  that  can  emit  green  and  blue  light,  a 
much  tougher  technical  challenge  that  is  expected  to  open  many  more  technological 
doors. 

In  the  nearer  term,  applications  for  the  red-laser  products  could  range  from  sur¬ 
gery  and  an  emerging  light-based  tumor  treatment  called  photodynamic  therapy  to 
new  laser-based  cutting  tools  for  manufacturers  to  high-speed  color  printing.  It  is 
that  last  possibility  that  provided  the  original  impetus  for  SDL  to  join  with  Xerox 
Con>.  and  give  the  ATP  a  shot,  and  why  green  and  blue  lasers  remain  at  the  top 
of  the  to-do  list.  “We  want  to  eventually  use  these  types  of  lasers  in  high-speed  color 
printing  operations,”  says  Neville  Connell,  director  of  the  electronic  materials  lab  at 
Xerox’s  P^o  Alto  Research  Center. 

The  semiconductor  laser  market  is  as  competitive  as  it  gets.  “If  you  don’t  acceler¬ 
ate  your  development,  you  fall  behind  your  competition,”  Scifres  says.  The  competi¬ 
tion  is  getting  stiffer  now  as  high-technology  firms  around  the  world  race  for  some 
of  the  newest  trophies  in  the  arena  of  optical  components — ^those  green  and  blue  la¬ 
sers.  Together  with  the  more  mature  technology  of  red  lasers,  these  open  up  paths 
to  higher  capacity  communications  systems,  new  color  displays,  medical  tools,  and 
many  other  products. 

The  ATP  awards  are  supposed  to  smooth  the  path  from  laboratory  to  marketplace 
and  to  post  higher  speed  limits  along  the  way.  The  program  is  designed  so  compa¬ 
nies  can  leverage  their  own  investment  and  commitment  to  higher  risk,  higher  pay¬ 
off  technologies  with  partial  support  from  the  government.  In  the  case  of  SDL  and 
Xerox,  the  ATP  ideal  seems  to  be  working.  Says  Connell:  “We  now  can  get  where 
we  want  to  go  twice  as  quickly.”  Secondly,  he  adds,  the  ATP  competition  “provided 
impetus  to  form  an  alliance  with  SDL  and  Stanford  University,”  which  is  also  con- 
tributirg  to  the  research  effort.  Scifres  also  credits  the  ATP  award  with  strengthen¬ 
ing  his  company’s  competitive  position.  “We  were  in  catch-up  mode  and  I  think  we 
have  caught  up  and  surpassed  Europe  and  t/apan,”  he  says. 

Scifres  admits  that  his  company  probably  would  have  developed  one  of  the  re¬ 
cently  commercialized  lasers  without  the  ATP  award. 

Progress,  however,  would  likely  have  been  slugmsh  at  best.  As  the  funding  started 
coming  through,  SDL  hired  four  new  people  to  their  staff  of  180,  and  as  orders  for 
the  s^n-off  products  came  in,  they  hired  even  more  for  their  production  lines.  As 
for  the  other  two  products,  he  says  “they  might  never  have  happened  without  the 
ATP  award.” 

Moreover,  the  three  products  are  pure  bonus  for  SDL  since  high-power  lasers  for 
printing  are  in  the  bull’s-eye  for  the  SDIVXerox  alliance.  No  complaints  on  this 
score,  especially  because  the  spin-offs  keep  spinning.  In  a  letter  last  December  to 
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NIST  Director  Arati  Prabhakar,  Scifres  noted  that  another  company  was  consider¬ 
ing  one  of  these  spin-off  lasers  for  its  own  products.  No  final  word  on  that  yet,  but 
if  an  order  is  placed,  Scifres  noted  in  the  letter,  *‘it  would  represent  SDL's  highest 
volume  order,” 


Company:  X-Ray  Optical  Systems  Inc.,  Albany,  New  York. 

Business:  Start-up  company  specializing  in  lenses  that  focus  X-rays  and  neutrons 

into  beams  for  use  in  research,  medical  imaging  and  treatment,  and  manufactur¬ 
ing. 

Number  of  Employees:  8. 

If  Lilliputians  in  the  high-technology  arena  think  big  enough,  they  can  get  a  shot 
at  the  big  time.  Just  ask  David  Hibson,  president  of  X-Ray  Optical  Systems  Inc., 
and  one  of  eight  employees  at  the  J-year-old  start-up  in  Albany,  N.Y.  Tne  company 
is  not  out  of  the  woods  yet,  Gibson  says,  but  the  path  ahead  looks  downright  invit¬ 
ing,  in  large  part  because  of  new  types  of  collaborations  with  the  federal  research 
infrastructure. 

The  prime  movers  of  the  company  are  two  physicists — David  Gibson’s  father,  Wal¬ 
ter  Gibson  of  the  State  University  of  New  York  at  Albany,  and  Muradin  Kumakhov 
of  the  I.V.  Kurchatov  Institute  of  Atomic  Energy  in  Moscow.  They  had  known  each 
other  for  decades  as  professional  peers  and  collaborators.  Kumakhov  and  colleagues 
in  Russia  had  been  finding  that  arrays  of  tiny  glass  capillaries,  when  carefully  bun¬ 
dled,  seemed  capable  of  focusing  X-rays  and  neutrons. 

Most  scientists  had  long  assumed  that  the  ability  to  focus  these  types  of  radiation 
was  a  great  idea  that  the  Muse  of  Physics  would  make  both  irresistible  and 
unreachable.  That  ability  could  mean  ever^hing  from  uniquely  fine  probes  into  the 
structure  of  matter  to  more  powerful  medical  treatments  to  tne  means  for  making 
next-generation  microprocessors.  But  lens  materials  mostly  absorb,  rather  than 
transmit  these  types  of  radiation,  and  can  hardly  bend  whatever  radiation  does  get 
through. 

Kumakhov  made  an  end  run  around  this  seeming  i^asse.  By  making  tiny  glass 
capillaries  with  smooth  interiors  that  bend  gradually,  A-rays  and  neutrons  entering 
them  would  repeatedly  graze  off  the  walls  like  a  stone  skipping  on  water.  When 
bundled,  such  tubes  could  take  a  divermng  weakening  beam  of  X-rays  or  neutrons 
emanating  from  a  radiation  source  and  redirect  them  into  parallel  oeams  or  onto 
small  intense  spots. 

Gibson  senior  and  Kumakhov  were  themselves  convinced  that  the  lenses  had  as¬ 
tounding  scientific  and  technological  potential.  Kiunakhov  and  Russian  colleagues 
had  done  some  experiments  with  prototype  lenses  that  supported  the  concept.  To 
^o  farther  at  more  than  a  snail’s  pace,  though,  they  had  to  convince  other  scientists 
in  the  United  States  that  they  were  onto  something,  and  they  had  to  find  financial 
support  for  development. 

To  build  an  organization,  they  recruited  David  Gibson,  an  MIT  educated  mechani¬ 
cal  engineer  and  business  manager.  He  knew  that  nothing  would  happen  unless  ex¬ 
ternal  backing  could  be  gotten  and  that  the  technology  was  too  green  to  attract  ven¬ 
ture  capital.  So  in  the  summer  of  1990  when  X-Ray  Optical  Systems  (XOS)  was 
being  incorporated,  he  came  across  an  article  that  mentioned  the  then  fiedgling  Ad¬ 
vanced  Tecnnology  Program,  administered  by  NIST.  He  read  carefully.  “My  gut  told 
me  that  this  was  a  program  designed  for  us,”  he  recalls.  “The  Kumakhov  lens  was 
a  high-risk  nascent  technology  whose  commercial  payoff  seemed  very  promising  but 
that  needed  further  development,  just  the  kind  of  thing  the  ATP  was  created  to  sup¬ 
port.” 

In  1991,  they  received  word  that  their  subseouent  application  for  an  ATP  award 
had  failed.  Gibson  surmises  that  the  verdict  followed  naturally  since  the  company 
did  not  yet  have  an  infrastructure  and  its  business  strategy  was  incomplete.  But 
the  ATP  experience  had  primed  him  to  other  possibilities  m  the  government.  The 
same  year,  xOS  applied  for  and  won  two  of  the  Department  of  Energy’s  Small  Busi¬ 
ness  Innovative  Research  grants.  The  momentum  has  only  been  building  since. 

A  crucial  part  of  that  motion  began  also  in  early  1991  when  the  three-man  com¬ 
pany  went  on  a  15-stop,  cross-country  dog-and-pony  show  to  government  labs 
equipped  with  accelerators,  industrial  users  of  X-rays,  and  academicians.  Though 
thev  fielded  some  flak  for  their  mai’keting  bravado,  they  also  turned  some  heads, 
including  ones  at  NIST. 

One  payoff  came  through  in  December  1991,  when  XOS  signed  a  Cooperative  Re¬ 
search  and  Development  Agreement  (CRADA)  with  NIST.  Tne  goal  of  the  CRADA 
is  to  develop  neutron  lenses  that  could  help  NIST  in  its  mission  of  providing  ever 
more  accurate  measurement  capabilities  for  industry  while  helping  XOS  in  its  com- 
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mercialization  mission.  A  few  months  later,  the  rompany  learned  that  its  second  try 
for  an  ATP  had  met  with  success  and  would  receive  $1,^0,000  from  the  government 
in  its  part  of  a  cost>sharing  R&D  agreement,  in  which  XOS  would  have  to  come  up 
with  $360,000  for  indirect  costs.  In  June,  just  as  the  ATP  money  started  coming  in, 
the  company  began  working  with  NIST  researchers  on  another  project  to  develop 
lenses  tnat  could  form  parallel  beams  of  X-rays.  In  September  of  1993,  XOS  began 
work  on  another  collaboration  with  NIST  in  which  it  would  provide  lenses  to  NiST 
researchers  for  real  world  microanalysis  of  samples.  In  exchange,  XOS  would  learn 
about  what  was  necessary  for  the  optics  to  be  successful  in  that  use. 

In  December  1993,  as  a  result  of  process  made  during  the  CRADA,  XOS  shipped 
its  first  commercial  lens  to  a  very  familiar  customer,  scientists  at  NIST’s  research 
reactor.  It  has  exceeded  expectations  in  preliminary  tests,  notes  NIST  research 
chemist  Gregory  Downing,  who  expects  the  lens  to  dramatically  enhance  NIST’s 
analysis  abilities  and  services  as  well  as  its  collaborative  efforts  with  other  U.S. 
companies  including  Intel,  CIDTEC,  Westinghouse,  Texas  Instruments,  and  a  con¬ 
sortium  of  companies  developing  synthetic  diamond  products. 

The  series  of  government  grants  and  collaborations  have  provided  XOS  with  ac¬ 
cess  to  equipment  and  experts  tailor  made  to  assess,  develop,  and  validate  the  new 
technolo^,  David  Gibson  says.  “It  has  allowed  us  to  develop  applications  that  we 
would  otherwise  not  have  addressed,’’  he  adds.  The  ATP  award  and  NIST  technical 
capabilities  also  enabled  XOS  to  act  like  a  bigger  company  with  more  resources  and 
personnel  without  actually  having  to  invest  in  these  before  the  technical  risks  were 
overcome.  That  hurdle  trips  up  many  start  ups.  The  ATP  award  had  an  important 
spinoff  too.  When  news  got  out  that  XOS  had  been  a  winner  in  their  second  ATP 
competition,  the  company  was  finally  able  to  convince  private  investors  that  the  risk 
was  reasonable.  The  foundations  for  success  seem  to  be  in  place,  Gibson  says.  XOS 
may  not  be  in  Lilliput  for  long. 


Company:  Thomson  Berry  Farms,  Duluth,  Minnesota. 

Business;  Manufacturer  of  jams,  syrups,  dressings,  and  vinegars. 

Number  of  Employees:  20. 

In  less  than  2  years,  the  business  outlook  for  Thomson  Berry  Farms,  a  Duluth, 
Minn.,  manufacturer  of  jams,  syrups,  dressings,  and  vinegars,  has  changed  from 
glum  to  glowing.  A  50-percent  increase  in  proouctivity  and  an  anticipated  100-per¬ 
cent  increase  in  sales  can  lead  to  that  kind  of  transformation. 

And,  in  turn,  a  boom  in  business  can  save  jobs.  To  keep  up  with  increasing  de¬ 
mand,  Thomson’s  management  has  retained  all  20  positions  in  the  company. 

Some  of  the  credit  for  the  change  in  fortune  goes  to  the  NIST  Upper  Midwest 
Manufacturing  Technology  Center  (MTC),  which  linked  Thomson  Berry  Farms  with 
the  manufacturing  expertise  it  needed  and  then  served  as  technical  adviser  as  the 
company  revamped  its  processing  operations. 

Thomson’s  new  management,  which  took  over  the  company  in  1992,  recogmzed 
market  opportunities  for  the  company’s  specialty  products,  but  it  lacked  experience 
in  automated  manufacturing.  “My  background  is  wholesale  and  retail  food  distribu¬ 
tion,”  explains  Paul  Leonidas,  Thomson’s  chairman  and  chief  executive  officer.  “The 
only  thing  I  knew  about  jam  was  that  you  put  it  on  vour  toast  in  the  morning.” 

By  hooking  up  with  a  regional  office  of  the  Upper  Midwest  MTC,  Thomson’s  man¬ 
agement  remedied  this  shortcoming.  Using  the  services  of  an  engineering  consultant 
secured  with  the  assistance  of  the  MTC,  the  small  company  began  to  automate  man¬ 
ual  processes  that  drove  up  production  costs  and,  in  effect,  were  forcing  Thomson 
to  price  its  products  out  of  the  market.  The  engineering  consultant  designed  a  new 
plant  layout,  helped  the  company  draft  equipment  specifications,  and  then  located 
sources  of  that  equipment. 

The  answers  to  Thomson’s  manufacturing  needs  already  existed — in  the  form  of 
used  equipment.  For  an  investment  of  $32,000,  the  company  secured  jar-cooling 
equipment,  conveyers,  and  a  filling  machine,  all  of  which  were  incorporated  into  the 
new  plant  layout.  The  company  estimates  that,  within  a  year,  waste  reduction  and 
other  cost  savings  will  pay  for  the  entire  investment.  “Our  changes  allowed  us  to 
cut  our  labor  costs  in  hmf,”  without  eliminating  any  jobs,  explains  Leonidas.  “They 
also  helped  us  go  out  and  seek  more  business.  We  have  almost  quadrupled  the  pro¬ 
duction  capabilities  of  the  plant” — to  more  than  3.5  million  units  a  year.  “Plant  im¬ 
provements,  together  with  tighter  controls,  have  turned  our  company— in  1  year— 
into  a  profitable  enterprise,”  he  says. 

In  tne  year  since  it  was  established  in  August  1992,  the  Upper  Midwest  MTC, 
which  is  based  in  Minneapolis,  provided  services  to  nearly  1,100  small  and  medium¬ 
sized  manufacturers.  Though  the  center’s  principal  customers  are  firms  in  the  com- 
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outer,  machineiy,  metal  (abrication,  and  plastics  and  composites  industries,  the 
MTC  serves  a  diverse  clientele  as  the  interaction  with  Thomson  Berry  Farms  at¬ 
tests.  And  like  Thomson,  the  vast  mfgority  (more  than  80  percent)  of  Minnesota’s 
8,700  manufacturers  empl^  fewer  than  60  people.  "Small  businesses  like  ours  need 
the  kind  of  help  you  [MTC's)  provide,”  says  L^nidas,  "because  we  don’t  have  the 
resources  of  the  larger  companies.” 


(Company:  Prime  Tube  Inc.,  Livonia,  Michigan. 

Business:  Small  automotive  supplier. 

Number  of  Employees;  45. 

When  the  Chrysler  (Dorp,  recently  pared  its  list  of  suppliers  of  tubular  parts  by 
more  than  75  percent,  one  of  the  five  survivors  was  Piime  Tube  Inc.,  a  Livonia, 
Mich.,  manufacturer  with  a  payroll  of  46  people.  To  Prime  Tube  president  Frank 
Firek,  the  selection  served  as  solid  evidence  that  several  years  of  effort  and  more 
than  $100,000  invested  in  improving  the  company’s  operations  and  its  products 
does,  indeed,  pay. 

Many  of  the  performance-enhancing  changes  undertaken  by  Prime  Tube  were 
originally  pawned  by  a  strategic  assessment  carried  out  with  the  help  of  a  team 
of  experts  from  the  NIST  Midwest  Manufacturing  Technology  Center  (MTC),  based 
in  nearby  Ann  Arbor.  "Some  of  the  programs  resulting  from  that  work  with  the 
MTC  are  a  strong  part  of  the  reason  we  were  chosen^  as  a  tier-one  supplier  by 
Chrysler,  Firek  says. 

Prime  Tube  is  a  repeat  customer  of  the  MTC,  starting  out  as  a  participant  in  one 
of  the  center’s  continuous  improvement  user  groups  and  later  drawing  on  several 
technical  services  provided  by  the  organization.  In  the  user  group — a  self-help  tool 
for  small  manufacturers — managers  from  Prime  Tube  and  five  other  automotive 
suppliers  met  six  times  a  year  with  a  facilitator  to  address  specific  operational  is¬ 
sues,  share  ideas  and  experiences,  and  track  each  others’  progress  on  specific  contin¬ 
uous  improvement  projects.  One  benefit  of  the  interactions,  according  to  Firek,  was 
that  it  enforced  a  discipline  on  each  company’s  efforts  to  improve. 

Tapping  the  MTC’s  expertise.  Prime  Tube  decided  to  undergo  a  comprehensive 
evaluation  of  its  entire  business  and  its  current  market.  That  assessment  provided 
Hrek  and  his  managers  with  a  thorough  accounting  of  the  company’s  stren^hs  and 
weaknesses — in  manufacturing,  marketing,  and  other  areas  of  the  business — and  it 
helped  to  better  define  the  market  for  Prime  Tube  products.  One  aim  of  the  evalua¬ 
tion,  explains  Ray  Vander  Bok  of  the  Midwest  MTC,  is  to  help  companies  identify 
what  steps  they  must  take  to  "align  themselves  with  their  customers”;  another  is 
to  jrive  them  a  clear  picture  of  how  they  stack  up  against  their  competition. 

But  the  "real  trick,”  Vander  Bok  explains,  "is  not  the  number  of  recommended  ac¬ 
tions  for  improvement,  but  identifying  which  ones  to  do  first — the  activities  that  will 
make  the  biggest  difference.  Small  manufacturers  are  limited  in  resources  and  peo¬ 
ple.  They  have  to  focus  on  the  areas  where  they  will  get  the  ‘biggest  bang  for  the 
buck,’  ” 

Firek  says  his  company  intends  to  implement  all  of  the  recommended  improve¬ 
ment  actions,  beginning  with  the  ones  mat  promise  the  biggest  return  on  invest¬ 
ment.  Actions  already  taken — some  with  the  assistance  of  Midwest  MTC  staff— in¬ 
clude  implementing  a  preventive  maintenance  proCTam  and  an  automated  inspec¬ 
tion  system,  reconfiguring  the  plant  into  work  cells,  and  determining  literacy  re¬ 
quirements  for  all  manufacturing  jobs. 

These  measures  are  paring  ofi.  For  example,  scrap  and  rework  has  decreased  by 
at  least  60  percent,  ana  the  company  has  reduced  its  inventory  by  about  30  percent. 
These  and  other  improvements  are  making  Prime  Tube  more  competitive,  permit¬ 
ting  it  to  pass  cost  savings  on  to  customers. 

Among  automotive  suppliers,  Firek  says,  reducing  costs  without  sacrificing  quality 
has  become  an  imperative  for  survival.  Intense  competition  is  squeezing  profit  mar¬ 
gins  and  forcing  companies  like  Prime  Tube  to  sharpen  their  focus  on  markets  and 
customers. 

Largely  because  of  a  migor  customer’s  across-the-board  moves  to  cut  input  costs, 
Prime  Tube’s  sales  dropped  in  the  past  year,  Firek  says.  That  decline  might  have 
been  fatal  if  Prime  'Tube  had  not  already  been  well  into  its  program  of  continuous 
improvement. 

‘Tf  we  had  not  implemented  the  changes  recommended  by  the  MTC,”  Firek  savs, 
"we  would  have  been  forced  to  shut  our  doors.”  Instead,  he  adds.  Prime  Tube  is  be¬ 
coming  a  better,  more  efficient  company  with  a  tighter  business  focus  and  a  bright¬ 
ening  financial  picture. 
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Company:  Spartanburg  Steel  Products  Inc.,  Spartanburg,  South  Carolina. 

Business:  Manufacturer  of  stamped  metal  parts. 

Number  of  Employees:  600. 

Company:  Coastal  Technologies  Inc.,  Vamville,  South  Carolina. 

Business:  Manufacturer  of  mist  eliminators. 

Number  of  Employees:  15. 

Through  the  NIST  Southeast  Manufacturing  Technology  Center  (MTC),  manufac¬ 
turers  of  products  ranging  from  fishing  rods  and  baseboard  heaters  to  parts  for  cars 
and  pressure  vessels  for  geothermal  power  plants  are  taking  advantage  of  computer- 
aided  techniques  that  can  speed  product  design  and  development. 

One  satisfied  customer  is  the  engineering  department  at  Spartanburg  Steel  Prod¬ 
ucts  Inc.,  a  South  Carolina  supplier  of  stamped  automobile  parts  that  employs  about 
600  people.  With  a  technical  assist  from  the  Southeast  MTC’s  Computer-Aided  De¬ 
sign  Laboratory,  Spartanburg  Steel  successfully  responded  to  a  challenge  by  one  of 
its  major  customers  and  thereby  strengthened  their  relationship. 

Specifically,  Spartanburg  Steel  faced  the  task  of  developing  a  lighter,  lower-cost 
alternative  to  the  metal  brace  used  to  secure  the  dashboard  to  the  frame  of  an  auto¬ 
mobile  made  by  the  customer.  The  company  developed  a  new  design,  but,  then,  its 
engineers  hit  a  snag:  Because  of  the  part’s  complex  geometry,  conventional,  manual 
methods  of  stress  analysis  were  not  a  practical,  cost-effective  option  for  determining 
whether  the  design  would  satisfy  the  load  conditions  and  other  structural-integrity 
requirements  specified  by  the  customer, 

A  possible  solution  emerged  when  Spartanburg  Steel  engineers  attended  a  '‘CEO 
breakfast”  on  predictive  engineering  technology,  which  was  arranged  by  the  Green¬ 
ville  Technical  College,  an  affiliate  of  the  Columbia-based  Southeast  MTC.  Itecogniz- 
ing  that  the  technology  might  serve  its  needs,  the  company  requested  an  in-depth 
seminar  on  a  particular  technique,  known  as  finite-element  analysis. 

Presented  with  the  challenge  facing  the  company’s  engineers,  senior  specialists 
from  the  Southeast  MTC  proposed  a  computer-based  approach  that  could  be  used 
to  conduct  the  essential  stress  and  weight  analyses.  Using  the  center’s  coordinate 
measuring  machine,  the  specialists  measured  10,000  different  points  on  the  surface 
of  the  part  supplied  by  Spartanburg  Steel.  The  digital  data  were  used  to  create  a 
graphic  model,  permitting  reliable  simulations  of  stress  tests  with  the  finite-ele¬ 
ment-analysis  technique.  The  analysis  of  the  new  design  revealed  the  distribution 
of  stresses  over  the  surface  of  the  part. 

The  findings  confirmed  that  a  part  based  on  the  new  design,  which  would  reduce 
the  weight  of  the  brace  by  nearly  a  pound,  would  satisfy  the  customer’s  structural 
requirements.  Now  in  full  production,  the  part  is  being  used  daily  in  a  popular, 
high-volume  vehicle. 

Curtis  Rhodes,  one  of  the  Southeast  MTC  specialists  who  worked  with 
Spartanburg  Steel,  says  that  finite-element  analysis  is  a  valuable  tool  for  evaluating 
designs.  But,  he  adds,  most  small  and  medium-sized  companies  cannot  justify  in¬ 
vesting  in  the  technology  and  in  training  a  staff  member  to  apply  it. 

“Companies  will  have  only  an  occasional  need  for  finite-element  analysis,”  Rhodes 
explains.  “W^en  you  need  the  technology,  it's  more  efficient  to  go  outside  the  com¬ 
pany  and  acquire  this  capability  as  a  service.” 

Rhodes  and  his  colleagues  have  a  steady  stream  of  customers  who  are  doing  just 
that.  For  example,  Coastal  Technologies,  of  Varnville,  S.C.,  recently  used  the  South¬ 
east  MTC’s  service  during  the  design  phase  of  an  ongoing  project  to  build  a  40-foot- 
tall  pressure  vessel,  or  cyclone  separator,  that  will  be  packaged  with  one  of  Coastal’s 
mist  eliminators,  the  company’s  main  product.  When  completed,  the  equipment  will 

supplied  to  a  Japanese  construction  company  building  a  geothermal  power  plant 
in  Asia.  It  will  be  used  to  remove  potentially  destructive  particles  from  underground 
steam  that  will  drive  the  plant’s  turbines. 

Harry  Wechsler,  president  of  the  15-employee  firm,  explains  that,  because  of  an 
unusual  feature  specified  by  the  customer  and  unaddressed  by  engineering  codes, 
Coastal  was  required  to  do  a  thorough  mechanical  analysis  of  the  desim.  “We  didn’t 
have  the  resources — hardware,  software,  or  expertise — ^but  we  knew  the  MTC  ^d,” 
he  says,  noting  that  Coastal  has  used  the  center’s  services  on  several  occasions. 
“Our  relationship  with  the  MTC  has  been  very  beneficial.  We  make  use  of  them 
whenever  we  think  they  can  help  us.” 


Company:  CEM  Corporation,  Matthews,  North  Carolina. 

Business:  Manufacturer  of  microwave-based  analytical  instrumentation. 
Number  of  Employees:  130. 
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By  the  late  197(y8,  the  CEM  Corp.  had  begun  earning  a  name  for  itself  in  the 
new  arena  of  microwave-assisted  chemical  anm^sis.  At  the  time,  the  standard  way 
to  analyze  nigg,ed,  hard-to-dissolve  metallic,  soil,  and  other  inorganic  samples  was 
to  dump  the  samples  into  a  strong  mineral  acid  and  heat  it  up  on  a  hot  plate.  Then 
researchers  would  wait,  and  wait,  and  maybe  wait  some  more,  until  the  hot  acid 
digested  the  sample  enough  for  analysis  by  spectroscopy  and  other  standard  meth¬ 
ods.  Many  jobs  also  required  some  kind  of  specific  fiddling — maybe  a  stint  on  a 
shaker  table  or  a  more  rigorous  heating  regimen.  As  a  result,  analysts  had  to  know 
and  use  a  variej^of  prohxiols  that  could  tahe  anywhere  from  hours  to  several  days. 

Word  about  CEM’s  apparently  simpler  microwave  alternative  spread  quickly  to 
companies  in  the  oil,  chemical,  mining,  and  environmental  monitoring  industries 
where  analysis  of  metal-containing  soil  and  sludge,  ceramic  powders,  and  minerals 
was  a  daily  need.  With  the  microwave  technique,  the  sample  and  acid  go  into  a 
closed  Teflon  container,  which  is  then  heated  in  the  microwave  for  a  few  minutes, 
30  at  the  most.  The  sample  comes  out  ready  for  analysis.  “When  people  became 
aware  of  our  microwave  work,  they  came  to  us  asking  about  it,”  recalls  CEM  CEO 
Michael  Collins. 

That  was  just  fine,  but  Collins  knew  CEM  (which  stands  for  Chemistry,  Elec¬ 
tronics,  and  Mechanics — ^the  disciplines  that  CEM's  three  founders  brought  into  the 
company)  could  not  yet  offer  customers  a  ready-to-go  system.  The  specific  microwave 
power,  time,  and  other  factors  required  for  each  type  of  sample  could  only  be  deter¬ 
mined  by  a  time-consuming,  triaJ-and-error  process.  There  was  no  recourse  for  a 
new  user  but  to  go  through  that  process.  Moreover,  since  no  one  knew  exactly  how 
microwave  energy  was  digesting  the  samples,  no  one  could  say  just  how  the  method 
worked. 

Despite  drawbacks  of  the  traditional  open-beaker,  hot-plate  methods,  analysts  un¬ 
derstood  them,  knew  they  worked,  and  knew  how  to  do  them.  It  would  be  hard  for 
CEM  to  break  through  into  bigger  markets  unless  the  company  could  tell  its  cus¬ 
tomers  both  how  the  microwave  methods  worked  and  precisely  which  protocol 
worked  for  a  given  type  of  sample.  “We  didn’t  just  want  to  ship  our  customers  a 
box  and  then  leave  them  on  their  own  to  make  it  work,”  Collins  says. 

With  that  goal  on  their  minds,  Collins  received  a  fateful  call  in  1983  from  NIST 
chemist  Skip  Kingston,  now  at  Duquesne  University.  Kingston  was  doing  some  re¬ 
search  on  microwave-assisted  chemistry  and  became  convinced  that  the  techniques 
had  good  potential  to  simplify  many  chemical  procedures.  He  wanted  to  learn  more 
about  the  physical  mechanisms  underlying  the  process  and  to  develop  the  kind  of 
theoretical  understanding  that  could  add  microwave  chemistry  to  the  generally  ac¬ 
cepted  corpus  of  chemical  knowledge  and  techniques. 

Kingston  knew  that  CEM  had  been  selling  microwave  instrumentation  for  a  few 
years  so  he  gave  them  a  call.  Collins  was  interested.  Within  a  month,  he  had  spent 
a  day  in  Kingston's  Gaithersburg,  Md.,  laboratory  to  discuss  the  possibilities  in 
more  depth.  A  collaboration  seemed  right  for  both  parties.  ‘Within  a  few  months, 
we  had  set  up  and  funded  Lois  Jassie  as  a  research  associate  at  NIST,”  Collins  re¬ 
calls.  As  part  of  this,  Jassie  enrolled  in  the  Ph.D.  program  at  the  nearby  American 
University,  and  this  microwave  work  became  the  basis  for  her  research  and  thesis. 
So,  as  CEM  was  finalizing  the  design  of  what  would  become  production  models  of 
a  microwave  digester,  the  collaboration  was  developing  application  protocols  for  spe¬ 
cific  sample  types  as  well  as  fundamental  studies  into  the  physics  and  chemistry 
of  the  process.  In  short  order,  these  studies  suggested  to  CEM  that  a  sealable  Teflon 
container  would  allow  microwave  energy  to  penetrate  to  the  contained  sample  while 
enabling  pressure  to  build  up  inside  without  exploding. 

By  the  end  of  1984,  CEM  was  selling  a  closed-vessel  microwave  system.  Sales 
went  up  considerably  following  a  seminal  paper  by  Kingston  and  Jassie  in  the  Oct. 
12,  1986,  issue  of  Analytical  Chemistry.  “Triat  paper  educated  the  technical  commu¬ 
nity  in  microwave-assisted  chemistry,^’  Collins  says.  By  1990,  the  microwave  diges¬ 
tion  system  had  grown  into  CEM’s  major  product,  with  sales  to  both  domestic  and 
foreign  customers.  The  company  now  is  the  industry  leader.  ‘This  year  we  expect 
to  have  $30  million  in  sales  ana  40  percent  will  come  from  our  microwave  digestion 
products,”  Collins  says. 

CEM  found  the  NlST  connection  so  valuable  that  the  company  kept  Jassie  on  at 
NIST  as  a  research  associate  until  1993,  nearly  a  full  decade.  That  human  connec¬ 
tion  enabled  CEM  to  benefit  from  NIST’s  strength  in  protocol  development,  and 
NIST  researchers  were  able  to  keep  abreast  of  what  users  and  makers  of  micro¬ 
wave-based  instruments  were  doing  and  what  they  needed. 

The  future  still  holds  plenty  of  promise  for  the  microwave-assisted  chemistry  that 
CEM  and  NIST  helped  shepherd  into  respectability  and  into  instrumentation  that 
analysts  can  buy.  Says  Collins:  “We  see  this  as  an  emerging  field,  which  is  still  in 
its  infancy.” 
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Company;  The  Automotive  Composites  Consortium:  Ford  Motor  Company,  Dear¬ 
born,  Michigan;  General  Motors  Corporation,  Detroit,  Michigan;  Chrysler  Corpora¬ 
tion,  Highland  Park,  Michigan. 

Business:  Automotive  manufacturers. 

Number  of  Employees:  Approximately  1,240,000. 

Pressure  to  substitute  traditional  materials  with  others  that  are  cheaper,  strong¬ 
er,  lighter,  or  better  by  some  measure  than  the  orimnals  is  a  fundamental  driver 
of  tecnnological  change  and  adaptation.  The  risks  and  rewards  a/e  largest  for  indus¬ 
tries  like  the  car  industry,  which  rely  on  vast  amounts  of  materials. 

The  availability  of  inexpensive  steel  early  in  this  century  made  mass  production 
of  cars  more  technologically  and  economically  sensible.  ‘'It  replaced  wood  in  auto 
bodies  and  enabled  [the  car  industry]  to  make  larger,  more  reliable,  higher  perform¬ 
ance  products,”  says  Carl  Johnson,  a  product  engineer  at  Ford’s  Scientific  Research 
Laboratory  in  Dearborn,  Mich.  In  1991,  the  automotive  industry  used  10  million 
tons  of  steel. 

The  material  virtues  of  strength,  durability,  and  manufacturability  that  have 
made  steel  so  critical  to  car  makers  may  no  longer  be  enough  to  offset  a  drawback — 
its  heaviness — that  has  become  a  critical  liability  in  today's  ever  more  environ¬ 
mentally  minded  context.  Every  extra  pound  in  a  car  translates  into  higher  fuel  con¬ 
sumption  and  pollution  output.  The  search  is  on  for  lightweight,  environmentally 
sound  substitutes  that  can  be  inteCTated  into  the  manufacturing  process  and  provide 
the  necessary  stren^,  crash  worminess,  and  durability. 

Composites,  which  are  combinations  of  two  different  materials  that  each  contrib¬ 
ute  desirable  traits  normally  not  found  combined  in  any  one  material,  are  a  leading 
candidate  for  substitution.  That  is  why  the  big  three  automakers — Ford,  General 
Motors,  and  Chrysler— joined  forces  in  1988  to  form  the  Automotive  Composites 
Consortium  (ACC)  and  sought  the  assistance  of  the  National  Institute  of  Standards 
and  Technology  with  their  efforts. 

Composites  have  a  long  history.  One  of  the  earliest  examples  still  in  use — straw 
mixed  into  a  mud  base — yields  a  building  material  that  is  stronger  and  more  crack 
resistant  than  mud  alone.  The  higher  tech  automotive  composites  now  being  devel¬ 
oped  through  the  ACC  are  made  from  polymers  such  as  urethanes  (the  mud)  and 
glass  fibers  (the  straw),  which  are  either  pressed  into  random  mats  like  the  filters 
of  home  heating  furnaces  or  woven  or  braided  into  fabric-like  mats.  Experimental 
composite  parts  weigh  up  to  40  percent  less  than  their  steel  counterparts  and  could 
shave  hundreds  of  pounds  from  each  car. 

The  challenge  for  the  ACC  (in  1992  the  ACC  became  part  of  US  CAR,  a  broader 
based  private-sector/^overnment  program  with  the  goal  of  producing  high-quality, 
high-efudency  cars)  is  to  develop  a  practical,  affordable  composite  technology  that 
can  meet  some  of  the  most  demanding  manufacturing  specifications  on  the  planet. 
For  example,  “the  front  rail  of  the  car  holds  the  engine  up,  takes  all  road  loads,  and 
must  handle  the  crash  energy”  to  meet  specifications,  points  out  Elio  Eusebi,  head 
of  the  polymers  department  at  General  Motors  Research  and  Development  (Center 
in  Warren,  Mich. 

The  composite-forming  method  most  likely  to  end  up  on  production  lines  probably 
will  go  something  like  this:  A  fiber  mat  is  placed  into  a  two-part,  heatable  mold, 
which  is  then  shut,  imposing  the  shape  of  the  car  component  onto  the  dry  mat.  Liq¬ 
uid  resin,  polymerization  agents,  and  other  ingredients  then  are  injected  or  drawn 
into  the  closed  mold  where  they  permeate  the  mat  like  water  through  a  dry  sponge. 
The  high  temperature  in  the  mold  initiates  a  chemical  curing  process  resulting  in 
a  fiber-reinforced  polymeric  part  in  the  desired  shape.  All  this  has  to  take  place  reli¬ 
ably  and  nearly  flawlessly  in  a  matter  of  seconds.  “I  don’t  want  to  build  a  mold  and 
discover  that  I  can’t  get  resin  into  the  corner,”  Eusebi  says. 

He,  Johnson,  and  others  working  in  the  consortium  say  that  the  way  to  preempt 
the  time  and  expense  of  that  kind  of  unwelcome  surprise  is  to  create  computer  mod¬ 
els  that  engineers  can  use  to  predict  how  variations  in  a  part’s  shape  and  size  will 
affect  the  composite-making  process.  The  models  ought  to  give  engineers  the  power 
to  quickly  mocfify  the  process  for  each  part,  rather  than  having  to  go  through  a  trial- 
ana-error  process  each  and  evei^  time  to  determine  processing  details  such  as  how 
fast  the  liquid  resin  ought  to  be  injected  or  what  kind  of  fiber  mat  to  use. 

That’s  where  researchers  at  NIST  are  making  unique  contributions  to  the  compos¬ 
ite  R&D  project,  say  industry  consortium  participants.  Frederick  Phelan,  who  was 
hired  at  Nl^  soon  after  ^e  ACC  began,  has  been  developing  computer  models  that 
predict  critical  process  conditions  such  as  how  quickly  liquid  resin  will  flow  into 
fiber  mats  in  various  shapes  and  the  pressure  generated  during  injection.  To  ensure 
that  the  models  are  realistic,  Phelan’s  colleague,  Richard  Parnas,  has  developed  pro¬ 
tocols  and  materials,  such  as  standardized  fiber  mats,  that  he  and  ACC  members 
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can  use  to  measure  the  permeability  into  fiber  mats  under  different  conditions. 
“Without  experimental  MrmeabiUt>r  data,  everything  is  hypothetical  ”  Johnson  says. 

Though  industry  insiaers  are  optimistic  about  composites,  no  one  yet  can  say  just 
how  extensively  the  materials  might  substitute  for  steel.  At  the  moment,  the  com¬ 
posites  remain  too  expensive  to  design  and  manufacture.  Also,  their  prc^rties  are 
still  not  understood  with  enough  confidence,  and  recycling  issues  need  to  be  re¬ 
solved.  NIST  is  helping  with  these  problems,  say  industry  researchers,  by  leveraging 
company  research  to  demystify  the  material.  “It  is  extending  what  we  can  do,”  says 
Douglas  Denton  at  Chirsler's  Materials  Engineering  facility  in  Auburn  Hill,  Mich. 
Adds  GM's  Eusebi:  “NlST  has  saved  us  the  entire  expense  and  time  required  to 
make  accurate  models,  which  is  several  man-years  of  work.”  With  input  from  all  of 
this  effort,  it  is  likely  that  historical  industrial  decisions  about  millions  of  tons  of 
steel  and  resin  and  about  automotive  design  will  be  made. 

Postscript:  Aerospace  companies,  including  Grumman  and  Boeing,  which  also  see 
a  (future  for  strong,  lightweight  composites  as  substitute  materials  for  heavier  metal¬ 
lic  alloys,  have  initiated  collaborations  with  the  same  composites  experts  at  NIST. 
The  same  kind  of  process  understanding  and  predictive  abilities  that  the  ACC  needs 
to  make  composites  work  in  the  automotive  context  is  an  absolute  requirement  in 
the  aeronautics  context,  notes  Lyle  Schwartz,  director  of  NIST’s  Materials  Science 
and  Engineering  Laboratory. 


Company:  Corning  Inc.,  Corning,  New  York. 

Business:  Makers  of  consumer  housewares  and  specialty  material?  including  optical 
fibers. 

Company:  AT&T  Bell  Laboratories,  Atlanta  Works,  Norcross,  Georgia. 

Business:  Providers  of  communications  services  and  products,  computer  systems, 
and  network  equipment  including  optical  fibers. 

As  you  read  this,  the  world  is  becoming  ever  more  wired  with  optical  fibers.  Grow¬ 
ing  networks  of  millions  of  kilometers  of  glass  fibers  cross  continents  and  oceans 
linking  millions  of  people  and  computers  worldwide  with  pulses  of  information-laden 
light.  Without  optiC8Ll  fibers,  any  talk  of  a  National  Information  Infrastructure 
would  be  little  more  than  a  pipe  dream. 

With  all  of  this  growth,  the  need  for  optical  fiber  makers  and  users  to  standar^ze 

Eroducts,  manufacturing  processes,  and  installation  procedures  becomes  critical. 

acking  that,  technical  incompatibilities  that  would  stunt  m-owth  of  these  networks, 
hinder  their  maintenance  ana  repair,  and  thereby  erode  the  international  competi¬ 
tiveness  of  the  U.S.  telecommunications  industry  could  emerge.  This  challenge  is  a 
classic  call  to  arms  for  researchers  at  the  National  Institute  of  Standards  and  Tech¬ 
nology. 

Since  1981,  NIST  has  been  working  closely  with  the  Telecommunications  Industry 
Association  to  advance  both  standards  and  technology  for  the  optical  fiber  industi^. 
A  1992  report  prepared  for  NIST  by  an  independent  economist  estimated  that 
NIST's  aid  in  the  development  of  standards  and  measurement  protocols  had  by  then 
been  responsible  for  annual  savings  of  $9.5  million  in  the  optical  fiber  industry, 
which  was  more  than  four  times  the  cumulative  cost  of  the  collaborative  work 
throughout  the  entire  i980’s, 

A  recent  NIST  contribution  that  has  been  getting  particularly  high  praise  from 
the  industry  goes  by  the  unassuming  name  of  SRM  2520.  SRM  stands  for  Standard 
Reference  Material,  and  SRM  2520  is  one  of  about  a  thousand  different  SRM’s  that 
NIST  prepares  for  hundreds  of  industries  that  need  reliable  benchmarks  by  which 
they  can  calibrate  their  own  tools,  instruments,  chemical  analyses,  and  other  meas¬ 
urement  protocols. 

At  the  heart  of  each  SRM  2520,  which  companies  can  purchase  from  NIST  for 
about  $1,000,  is  an  optical  fiber  whose  diameter  has  been  more  accurately  measured 
and  certified  than  any  other  fiber  in  the  world.  To  certify  each  standard,  NIST  me¬ 
trology  expert  Ted  Doiron  designed  and  built  an  exquisitely  sensitive  and  accurate 
micrometer  that  could  measure  fiber  diameters  with  an  uncertainty  of  about  50 
nanometers  or  the  width  of  about  100  molecular  layers  of  the  glass.  In  the  hands 
of  the  engineers  at  an  optical  fiber  plant,  an  SRM  2520  serves  as  the  most  reliably 
calibrated  ruler  by  which  they  can  monitor  the  uniformity  of  their  own  commercial 
fibers,  explains  Matt  Young,  who  developed  SRM  2520  with  Steve  Mechels,  Paul 
Hale,  and  other  NIST  researchers. 

SRM  2520  has  become  a  necessary  tool  in  the  production  of  optical  fibers  even 
though  the  standard  only  became  available  in  1993,  according  to  Jan  H.  Suwinsld, 
an  executive  vice  president  of  Coming  Inc.  At  the  center  of  the  standard  fiber  is 
a  glass  core  about  10  micrometers  in  diameter  surrounded  by  a  thicker  glass  clad- 
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ding  whose  outer  diameter  is  about  125  micrometers,  or  about  two  hair-widths.  (The 
cladding  is  coated  with  a  tough  polymer  to  protect  the  glass  from  environmental 
de^adation  and  breakage.) 

The  particular  value  of  SRM  2520  is  emerging  as  optical  fibers  reach  from  major 
optical  cables  to  individual  buildings,  hornet,  and  offices.  This  phase  of  network 
gro\^  entails  massive  amounts  of  splicing  ^ad  matching  of  fibers,  which  can  be 
more  expensive  than  stringing  fibers  longer  distances,  a  procedure  requiring  fewer 
splices.  Industry  experts  say  that  variation  in  fiber  diameters  would  be  calamitous 
because,  if  the  diameters  differ,  the  inner  cores  probably  would  fail  to  align  precisely 
when  joined,  resulting  in  degraded  light  signals.  And  that  spells  “disaster”  for  an 
industry  whose  raison  d’etre  is  transmitting  signals  reliably  and  clearly.  By  using 
SRM  2520  to  calibrate  the  fiber-making  process,  the  optical  fiber  industry  can  in¬ 
crease  the  likelihood  that  its  fibers  will  align.  According  to  Department  of  Com¬ 
merce  statistics,  the  U.S.  optical  fiber  market  amounted  to  $2.1  billion  in  1992, 
which  was  40  percent  of  the  world  total.  That  translates  into  a  lot  of  splicing. 

“Another  industry-wide  study  found  that  the  main  problem  in  controlling  the  clad¬ 
ding  diameter  was  having  a  reference,”  notes  William  Gardner,  who  specializes  in 
fiber  measurement  standards  at  AT&T’s  optical  fiber  plant  in  Norcross,  Ga.  With 
SRM  2520,  he  says,  uncertainty  in  the  measurements  of  fiber  diameters  now  vary 
within  about  one-tenth  of  a  micrometer  (about  the  width  of  a  cell  nucleus),  which 
is  alx)ut  one-tenth  of  the  uncertainty  that  was  Epical  before  SRM  2520  became 
available.  Both  AT&T  and  Corning  now  use  SRM  2520  routinely  for  quality  control. 

In  a  letter  to  Judson  French,  director  of  NIST’s  Electronics  and  Electrical  Engi¬ 
neering  Laboratory,  Comings  Suwinski  wrote  that  “the  opportunity  to  work  with 
NIST  on  this  project  gave  Corning  and  other  American  fiber  manufacturers  a  clear 
competitive  advantage.” 

For  NIST,  that  kind  of  industry  feedback  translates  into  a  mission  accomplished. 
But  not  completed,  notes  Young.  NIST  and  the  optical  fiber  industry  now  are  plan¬ 
ning  to  work  on  other  standards,  including  one  for  measuring  the  tiny  diameters 
of  ceramic  ferrules  that  are  used  to  connect  fibers  into  continuous  pathways  of  light. 


Company:  Crucible  Compaction  Metals,  Oakdale,  Pennsylvania. 

Business:  Producer  of  high-performance  materials  and  parts  for  aerospace  and  other 

applications. 

Number  of  Employees:  65. 

The  inside  of  a  working  jet  engine  is  a  hellish  place.  Hour  after  hour,  day  after 
day,  hot,  corrosive  combustion  gases  flow  over  its  internal  parts  at  hundreds  of 
miles  per  hour.  Many  of  these  parts  also  rotate  hundreds  or  thousands  of  times  per 
minute,  creating  internal  strains  that  would  shred  most  materials  in  short  order. 
Yet  those  parts  have  to  withstand  the  punishment.  There  are  no  shoulders  for  re¬ 
pairs  in  the  jet  stream. 

William  Eisen  thinks  about  these  facts  with  more  gravity  than  most  people.  He 
is  president  of  Crucible  Compaction  Metals  (CCM),  an  Oakdale,  Pa.,  company,  one 
of  the  few  manufacturers  of  metal  disks  that  rotate  at  high  speed  at  elevated  tem¬ 
perature  to  move  gas  through  the  jet  engines  on  military  and  civilian  aircraft.  Given 
their  hostile  venues,  these  disks  and  other  parts  that  Crucible  makes  have  to  be 
made  of  the  toughest,  strongest,  most  reliable,  and  most  temperature-tolerant  mate¬ 
rial  that  his  company  can  make  at  a  price  that  jet  engine  makers  are  willing  to  pay. 
Moreover,  with  globm  competition  in  both  the  aerospace  and  advanced  metals  busi¬ 
ness  on  a  rapid  ascent,  Eisen  can  never  afford  to  coast  on  the  quality  and  efficiency 
of  today's  manufacturing  processes. 

Crucible’s  process  starts  with  molten  metal  of  the  proper  chemistry  that  will 
produce  an  alloy  with  the  desired  materials  properties.  But,  instead  of  casting  these 
parts  by  pouring  molten  metal  into  molds,  or  urst  forming  billets  that  are  shaped 
and  processed  later,  CCM  converts  the  liquid  metal  into  fine  powder  using  the  so- 
called  inert  gas  atomization  process.  This  powder  is  then  loaded  into  metal  contain¬ 
ers  (molds)  and  consolidated  into  solid  parts  by  hot  isostatic  pressing.  Very  little 
machining  and  finishing  work  is  required  afterward. 

‘Tou  can  make  materials  this  way  that  you  can't  forge  or  roll  or  make  in  any 
other  way,”  notes  long-time  NIST  metallurgist  John  Manning,  director  of  NIST’s  in- 
house  powder  metallurgy  research  g>*  jup,  which  operates  a  powder  making  facility 
rigged  with  sophisticated  sensors  and  valves  that  can  monitor  and  control  exactly 
what  occurs  as  metal  powders  are  made.  It  was  a  setup  that  no  company  had  in 
place  or  coiild  afford.  ,  ^  t  .,,  r^. 

For  Crucible,  the  complex  process  yields  engine  parts  that  fit  the  bill,  Eisen  says, 
but  its  efficiency  was  disappointing.  NIST  was  soon  to  become  part  of  the  solution. 
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The  problem  had  to  do  with  the  particles  in  the  metal  powder.  To  create  parts  with 
the  range  of  properties  needed  for  jet  engineSj  the  particles  have  to  start  out  very 
small — with  a  maximum  size  about  0.076  millimeter  (0.003  inch)  in  diameter — and 
extremely  uniform.  The  small  sizes  of  the  particles  help  produce  uniform  properties 
in  the  finished  parts  and  also  reduce  the  sizes  of  voids  or  other  imperfections,  which 
are  the  seeds  of  material  failure.  If  the  company  could  reduce  the  amount  of  over¬ 
size  powder  produced,  the  process  would  become  more  eflicient,  operating  expenses 
would  decrease,  and  the  company  would  become  more  competitive. 

With  that  chain  of  events  never  far  from  Eisen’s  mind,  he  was  especially  receptive 
in  1982  when  he  heard  about,  and  subsequently  attended,  a  powder  metallurgy  con¬ 
ference  in  Gaithersburg,  Md.,  at  the  National  Institute  of  Standards  and  Technology 
(then  called  the  National  Bureau  of  Standards).  'T  had  no  idea  of  the  extent  of  work 
going  on  there,”  Eisen  recalls,  adding  that  he  hadn’t  previously  thought  of  NIST  as 
a  place  for  getting  answers  to  industrial  process  problems. 

After  the  meeting,  he  remained  in  touch  intermittently  with  the  metallurgy  group. 
In  1986,  Crucible  was  invited  to  join  a  research  consortium  with  NIST  and  other 
powder  metallurgy  companies.  The  consortium’s  goal  would  be  to  develop  more  de¬ 
tailed  knowledge  about  how  metal  powders  form  and  to  use  this  knowledge  for  mak¬ 
ing  the  process  more  of  a  science.  In  1987,  Crucible,  General  Electric  Corp.,  and 
Hoeganaes  Corp.  joined  NIST  to  form  the  consortium.  It  was  renewed  in  1991  with 
two  of  the  old  partners  and  four  new  players  and  will  end  after  6  years  in  1994. 

The  half-decade  involvement  paid  off  for  Crucible  in  higher  efficiency  and  lower 
costs.  One  crucial  part  of  this  gain  was  a  computer  mod^  developed  by  the  NIST 
fluid  flow  group.  It  enabled  Crucible  engineers  to  simulate  accurately  what  was  hap¬ 
pening  as  particles  formed  rather  than  having  to  guess  what  happened  by  examin¬ 
ing  finished  particles.  The  model  had  a  lot  to  consider.  The  powders  are  made  in 
an  atomization  process  by  letting  the  molten  metal  fall  througn  a  nozzle  at  the  end 
of  which  a  high-velocity  stream  of  inert  gas  blows  the  liquid  metal  stream  into  a 
fine  mist  of  tiny  spherical  droplets.  These  cool  and  solidify  almost  instantaneously 
and  are  collected  downstream. 

“We  suspected  that  if  we  could  understand  the  gas  dynamics,  we  could  control  our 
process  more  successfully,”  Eisen  says.  They  were  right.  The  model,  which  the  fluid 
flow  group  was  able  to  develop  using  data  obtained  from  NIST’s  supersonic  inert 
gas  metal  atomizer,  was  designed  to  help  CCM  and  other  consortium  members  opti¬ 
mize  their  processes  without  having  to  tell  each  competitive  details.  ‘We  now  use 
this  model  the  way  other  manufacturers  rely  on  computer-aided  desi^,”  Eisen  says. 

In  a  1992  letter  to  Lyle  Schwartz,  director  of  NIST’s  Materials  Science  and  Enm- 
neering  Laboratory,  Eisen  noted  that  the  computer  model  ^ded  his  compaiw  in  the 
redesign  of  its  gas  delivery  system,  thereby  increasing  "the  percentage  of  usable 
powder  produced  during  the  atomization  process  by  over  40  percent.”  Efficiency 
gains  of  just  a  few  percent  usually  are  enough  to  get  congratulatory  memos  flying 
around.  At  the  same  time,  Eisen  added,  the  new  process  consumes  less  argon  gas, 
“helping  to  decrease  Crucible’s  operating  costs.”  That’s  just  good  business. 


Company:  Hewlett  Packard  Company,  Greeley  Hardcopy  Division,  Greeley,  Colo¬ 
rado. 

Business:  Manufacturer  of  high-tech  measurement,  research,  and  business  instru¬ 
ments. 

Number  of  employees:  750. 

In  January  1992,  engineers  at  Hewlett  Packard  (HP)  Co.’s  Greeley  Hardcopy  Divi¬ 
sion  detected  some  disturbing  signs  in  one  of  their  product  lines.  Five  months  ear¬ 
lier,  they  had  stunned  the  electronic  communications  community  with  a  new  and 
uncommonly  affordable  color  scanner,  an  instrument  that  could  convert  a  color 
image,  or  regular  text,  into  a  digital  format.  Once  digitized,  images  or  texts  can  be 
into  electronic  publishing  software,  multimedia  packages,  or  whatever  else  the 
electronic  communications  moguls  might  come  up  with. 

‘This  kind  of  product  had  been  available  for  $30,000  to  $50,000,  and  we  brought 
it  down  to  the  $2,000  range,”  notes  Virgil  L.  Laing,  manager  of  reliability  engineer¬ 
ing  in  Greeley’s  Hardcopy  Division.  Moreover,  HP  was  then,  and  still  is,  the  only 
U.S.  company  to  have  successfully  entered  the  scanner  market,  which  had  been  to¬ 
tally  dominated  by  companies  in  Japan  and  Singapore. 

rfPs  role  as  the  lone  Western  player  in  the  field  only  amplified  the  unnerving 
news  trickling  in  from  a  small  proportion  of  scanner  customers.  After  several 
months  of  trouble-free  operation,  one  or  two  out  of  a  hundred  users  found  that  the 
copyboard  glass — the  pane  of  glass  on  which  scanned  material  is  placed  like  a  page 
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to  be  photocopied — suddenly  cracked,  from  one  comer  to  the  corner  diagonally 
across. 

The  news — both  alarming  and  puzzling — was  a  call  to  action  to  Laing  and  a  col¬ 
league  who  took  on  the  unexpected  challenge  full  time. 

“At  first  we  thought  our  packaging  might  have  been  inadequate  and  that  the 
cracks  were  occurring  in  shipping,”  Laing  recalls.  The  natural  inclination  to  wishful 
thinking,  in  this  case,  that  a  simple  packaging  fix  was  the  solution,  helped  favor 
this  hypothesis.  But  it  also  was  reasonable  because  it  just  wasn’t  easy  to  break  the 
copyboard  glass.  “We  dropped  it  and  we  shocked  it,  but  we  didn't  see  anv  breaks,” 
Laing  says.  “We  literally  couldn’t  break  the  glass  unless  we  treated  it  so  badly  that 
it  shattered.” 

Developing  and  evaluating  the  next  tier  of  hypotheses  took  the  special  knowledge 
of  a  mechanical  engineer  especially  familiar  with  glass  and  that  meant  going  outside 
the  group  that  had  designed  the  scanner.  The  company  hired  a  consultant  in  nearby 
Boulder  who  had  designed  spacecraft  windows,  which  have  to  be  as  rugged  and  frac¬ 
ture  resistant  as  glass  can  get.  The  consultant  didn’t  solve  the  problem,  but  he  sug¬ 
gested  they  call  Har^  McHenry,  chief  of  the  NIST  Materials  Reliability  Division. 
They  did.  McHenry  listened  to  the  problem  and  then  connected  Laing  with  Robert 
Walsh,  a  specialist  in  materials  fracture  at  the  NIST  lab. 

On  March  12,  1992,  Laing,  two  other  HP  engineers,  and  a  few  scanners  traveled 
to  Walsh’s  laboratory  where  James  Dally,  a  mechanical  engineer  on  sabbatical  from 
the  University  of  Maryland,  happened  to  be  working  as  a  guest  researcher.  In  less 
than  a  day,  the  ad-hoc  trouble-shooting  caucus  found  the  root  of  the  problem. 

Measurements  with  strain  gauges  indicated  that  the  design  of  the  top,  which  has 
to  secure  the  glass  in  the  machine,  unexpectedly  had  introduced  dama^ng  levels  of 
stress  into  the  glass.  Instead  of  a  safe  level  of  200  pounds  per  square  inch  (psi), 
some  parts  of  the  glass  were  under  2000  psi.  With  that  information  in  hand,  “we 
did  more  research,  got  engineering  manuals  from  Dow  Corning,  and  checked  with 
Dally  some  more,”  Laing  recalls. 

In  little  more  than  a  month  after  the  NIST  visit,  the  designers  at  HP  learned 
what  gremlin  had  caused  the  cracking.  The  original  design  included  a  molded  plas¬ 
tic  part  that  put  pressure  on  the  corners  of  the  glass  to  secure  it  in  place.  It  seemed 
a  reasonable  way  to  meet  the  company’s  stringent  shock  and  vibration  specifications 
to  prevent  damage  during  shipping  or  intermittent  rough  treatment  by  users. 

A  consequence  of  this  design  decision,  though,  was  to  set  the  stage  for  a  subtle 
kind  of  failure  mechanism  in  glass  that  begins  with  what  endneers  call  “static  fa¬ 
tigue.”  At  the  corners  of  the  copyboard,  the  extra  pressure  designed  into  the  ma¬ 
chine  elicited  microscopic  cracks  that,  over  time,  merged  into  a  single  crack  that  ul¬ 
timately  sliced  across  the  copyboard.  The  result:  glass  that  breaks  slowly  rather 
than  shattering  instantaneously. 

The  solution  was  simple,  clear,  and  inexpensive.  “We  redesigned  the  cover  plastic, 
and  the  problem  went  away,”  Laing  says.  He  estimates  that  their  visit  to  the  NIST 
lab  and  access  to  top  experts  in  the  field  of  fracture  mechanics  saved  them  4  months 
of  time  and  expense.  Luckily,  the  fracture  problem  only  affected  a  small  percentage 
of  the  machines.  But  the  scanners  were  selling  well  enough  that  Laing  estimates 
the  4-month  head  start  on  the  solution  saved  the  company  at  least  $500,000.  The 
static  fatigue  flaw  was  an  unexpected  difficulty,  but  it  is  the  type  of  problem  likely 
to  arise  as  companies  develop  more  sophisticated  and  complicated  instruments  that 
demand  more  and  more  of  the  matenals  used  to  make  them.  The  key  to  success, 
Laing  says,  rides  both  on  preempting  problems  before  they  happen  and,  if  that  fails, 
on  finding  good  solutions  quickly. 


Company:  Lake  Shore  Cryotronics  Inc.,  Westerville,  Ohio. 

Business:  Manufacturer  of  measurement  and  control  instruments  for  research,  med¬ 
icine,  and  industry. 

Number  of  Employees:  90. 

In  1987,  the  term  superconductivity  became  part  of  the  household  lexicon.  Coming 
in  by  radio,  newspaper,  and  television  were  visions  of  a  new  technological  era  ush¬ 
ered  in  by  breakthrough  materials  called  high-temperature  superconductors.  If  these 
strange  ceramic  materials  could  be  developed  into  forms  such  as  wires  and  coils, 
they  just  might  supersede  and  surpass  the  copper  and  silicon-based  electrical  and 
electronic  tecnnologies  that  have  come  to  characterize  these  times. 

Insiders  knew  even  then  that  the  new  materials  were  far  from  a  sure  bet,  and 
realistic  projections  had  scientists  and  engineers  taking  a  decade  or  two  before  any 
part  of  the  technovision  stood  a  chance.  Still,  no  company  that  had  the  potential  to 
be  involved  could  afford  not  to  pay  attention.  Lake  Shore  Cryotronics  (LSC),  a  small 
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firm  in  Westervfile,  Ohio,  that  makes  and  sells  a  variety  of  sensors  and  specialty 
electronic  components,  was  one  of  them. 

Right  in  the  middle  of  those  heady  days  in  1987,  company  employees  Jeff  Bergen 
and  Warren  Pierce  were  setting  out  on  a  multistop  trip  to  find  new  and  future  mar¬ 
kets  relevant  to  LSC’s  strengths.  That’s  also  when  LSC  president  John  Swartz  re¬ 
ceived  a  call  from  a  colleague  at  the  Massachusetts  Institute  of  Technolo^  su^est- 
ing  that  the  trip  itinerary  include  Fred  Fickett’s  research  group  at  the  NIST  Boul¬ 
der  facility.  It  turned  out  to  be  a  key  stop. 

When  tne  LSC  team  got  into  the  laboratory,  they  saw  an  experimental  instrument 
that  the  NIST  group  was  using  to  measure  electrical  and  magnetic  properties  in  the 
new  superconducting  materials,  recalls  Bergen.  Nothing  came  of  the  visit  imme¬ 
diately,  though  Bergen  and  his  colleagues  cataloged  the  instrument  in  their  memo¬ 
ries  since  they  knew  that  superconductivity,  and  sensors  for  studying  the  phenome¬ 
non,  were  probably  going  to  be  growth  fields. 

A  few  months  later  during  a  phone  conversation  between  LSC  and  NIST  sci¬ 
entists,  the  commercial  possibilities  of  the  instrument  that  the  LSC  troupe  had 
seen,  called  an  AC  susceptometer,  came  up.  The  NIST  group  was  finding  their  in¬ 
strument  so  useful  in  their  experiments  that  they  suspected  others  studying  and  de¬ 
veloping  the  new  superconducting  ceramics  would  feel  the  same  way.  Moreover,  a 
number  of  groups,  mostly  in  Europe,  were  already  putting  their  own  homemade  AC 
susceptometers  to  work.  The  instrument  uses  an  alternating  electrical  current  (AC) 
to  impose  a  magnetic  field  on  a  sample  while  monitoring  how  the  sample  responds 
to,  and  interacts  with,  the  field.  The  data  from  these  experiments  reveal  electrical 
and  magnetic  features  of  the  sample,  including  its  superconducting  and  non¬ 
superconducting  properties. 

After  studying  the  possibilities,  and  drawing  heavily  on  the  experience  of  the 
NIST  group,  the  LSC  staff  concluded  that  AC  susceptometers  “could  be  built  and 
sold  at  more  accessible  prices  than  anyone  could  build  themselves  in  the  laboratory,” 
Bergen  says.  LSC  scientists  and  enmneers  conferred  with  the  NIST  group  regularly 
and  within  1  year — by  mid-198S— LSC  had  built  and  sold  the  first  commercially 
manufactured  AC  susceptometer.  “We  turned  it  into  a  turn-key  instrument,”  Bergen 
says.  The  conmany  followed  that  in  1991  by  unveiling  an  AC  susceptometer  com¬ 
bined  with  a  DC  magnetometer,  a  related  instrument  that  the  U.S.  research  com¬ 
munity  is  more  familiar  with. 

These  instruments  since  have  been  sold  to  many  labs  around  the  world  and  have 
contributed  greatly  to  the  rapid  giowth  of  Lake  Shore’s  magnetic  measurements 
product  lines,  Bergen  notes. 

As  it  turns  out,  the  more  sober  projections  for  high-temperature  superconductivity 
remain  on  target,  Bergen  says.  A  few  small  applications  of  the  materials  in  products 
such  as  magnetic  field  sensors  (superconducting  quantum  interference  devices,  or 
SQUIDS  for  short)  for  oil  prospecting  and  medic^  imaging  could  emerge  before  1997 
comes  around,  but  widespread  and  large-scale  use  remains  uncertain.  That  uncer¬ 
tainty  has  changed  the  business  context  for  LSC,  notes  Bergen.  ‘The  cryogenic  mar¬ 
ket  [for  instruments  that  work  at  extremely  frigid  temperatures]  is  having  a  lesser 
rate  of  return,”  Bergen  notes. 

“We  are  now  loolung  beyond  traditional  markets,”  Swartz  adds.  It  is  that  kind  of 
adaptive  behavior  that  could  well  transform  business  uncertainty  into  opportunity. 


Company:  Optical  E.T.C.  Inc.,  Huntsville,  Alabama. 

Business:  Developer  of  infrared-based  technologies  for  military  and  commercial  ap¬ 
plications. 

Number  of  Employees:  5. 

Networking  works,  sometimes  when  you’re  not  even  trying.  R.  Barry  Johnson,  a 
former  professor  of  electrical  engineering  who  now  calls  himself  an  infrared  tech¬ 
nologist,  can  tell  you  so.  The  results  so  far  from  an  unexpected  collaboration  with 
researchers  at  the  National  Institute  of  Standards  and  Technology,  he  says,  are  ac¬ 
celerated  progress  for  his  company’s  R&D  and  $3  million  of  research  funding  from 
the  Navy. 

What  Johnson  and  his  main  NIST  collaborator,  Michael  Gaitan,  are  developing 
might  be  thought  of  as  minuscule  stoves  having  hundreds  of  burners  and  made  out 
of  tiny  silicon  chips,  aluminum,  and  a  few  other  ingredients.  Their  experimental 
models  today  consist  of  square  arrays  of  “microheating  elements,”  together  with 
microcircuitry  that  controls  the  pattern  and  intensity  of  heating,  all  on  a  chip  about 
the  size  of  a  telephone  number  button.  Johnson,  Gaitan,  and  other  collaborators  ex¬ 
pect  to  make  much  larger  arrays  involving  more  than  16,000  individually  control- 
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lable  heating  elements.  The  tiny  devices  are  made  by  adapting  mature  micro- 
fabrication  t^hniques  developed  originally  by  the  microelectronics  community. 

The  initial  goal  of  all  of  this  microstovery,  Johnson  explains,  is  to  develop  an  inex¬ 
pensive,  versatile,  and  reliable  technology  for  “dynamic  thermal  scene  simulation,” 
which  is  the  art  of  emulating  the  thermal  energy  emissions  of  objects  or  even  com¬ 
plex  scenes  like  tanks  on  patches  of  desert.  The  Department  of  Defense,  which  has 
supported  both  Johnson  and  Gaitan's  work  for  years,  is  moving  more  and  more  to¬ 
ward  simulation  and  emulation  technologies  like  this  one  as  a  hopefully  cheaper  and 
less  risky  means  of  testing  equipment  and  training  personnel, 

Johnson  and  Gaitan  both  envision  using  their  microfabrication  skills  for  non-mili¬ 
tary  uses  as  well— sensors  built  into  wings,  bridges,  and  even  shipping  crates  that 
monitor,  locate,  and  record  damaging  vibrations;  chip-sized  sensors  Uiat  simulta¬ 
neously  sense  the  presence  and  amounts  of  many  different  pollutants  in  the  air;  or 
accelerometers  for  mechanisms  that  control  and  trigger  air  bags  in  cars. 

Gaitan  and  Johnson  say  these  possibilities  are  accelerating  along  the  R&D  proc¬ 
ess  faster  than  would  have  been  possible  had  they  not  been  networked  several  years 
ago  bv  an  Army  contract  officer  working  at  Redstone  Arsenal,  Ala.  The  Army  hap¬ 
pened  to  be  supporting  both  researchers  for  different  prmects.  \Vhen  Gaitan  traveled 
to  Alabama  to  discuss  his  project,  the  Army  contract  officer  arranged  for  Gaitan  to 
meet  Johnson,  intuiting  that  the  two  might  cook  up  good  ideas  relevant  to  the 
Army’s  needs.  Who  could  predict  what  could  emerge  by  mixing  people  with  expertise 
in  infrared  optics,  electrical  engineering,  and  microfabrication? 

Plenty,  it  seems.  For  the  first  2  years  after  their  initial  meeting,  Johnson  and 
Gaitan  maintained  informal  contact  by  phone,  e-mail,  occasional  visits,  and  the  like. 
It  was  during  that  time  that  they  began  developing  and  testing  their  ideas  for  mass- 
produced,  microfabricated  thermal  arrays.  In  1992,  Johnson  and  NIST  made  their 
connection  somewhat  more  formal  by  signing  a  Cooperative  Research  and  Develop¬ 
ment  Agreement  (CRADA),  which  Johnson  and  Gaitan  say  has  led  to  several  tan¬ 
gible  benefits.  As  a  result  of  their  joint  work  on  thermal  displays,  NIST  is  in  the 
process  of  applying  for  a  patent,  an  involved  and  tedious  process  that  Johnson  says 
ne  and  his  company.  Optical  E.T.C.,  would  not  have  pursued  on  its  own.  Moreover, 
Johnson  credits  his  association  with  Gaitan  as  a  major  factor  in  a  Navy  decision 
to  fund  a  project  in  which  the  two  are  co-principal  investigators  in  an  effort  to  take 
their  thermal-imaging  protot^es  to  the  next  stage  of  development.  The  funding  will 
span  3  years  beginning  in  fiscal  year  1995  and  will  amount  to  about  $3  million. 
Johnson  notes  that  his  company  ^ready  has  an  agreement  with  a  California  com¬ 
pany,  Santa  Barbara  Infrared,  to  distribute  commercial  products  that  may  come  out 
of  the  collaboration. 

“This  relationship  is  in  principle  what  Congress  intended”  with  its  legislation  to 
make  the  federal  government’s  research  assets  more  accessible  to  private  compa¬ 
nies,  Johnson  notes.  “With  this  type  of  assistance  and  motivation,  I  think  we  will 
have  a  much  stronger  country.” 


Companies:  Amersham/MediPhvsics,  Illinois;  Bristol-Myers  Souibb,  New  Jersey;  Du 

Pont  Merck  Pharmaceutical,  Massachusetts;  Mallinckroat  Medical,  Missouri; 

Nordion  International,  Ontario,  Canada;  Packard  Instruments,  Illinois;  Syncor 

International,  California. 

Inventing  ways  to  see  inside  bodies  without  cutting  into  them  is  one  of  the  medi¬ 
cal  community’s  shining  successes.  Radioactive  isotopes  that  can  be  injected  safely 
into  patients’  bloodstreams  and  tissues  get  a  lot  of  credit  for  that  success.  These  so- 
called  radiopharmaceuticals  work  like  transient  spies  sending  diagnostic  signals 
from  inside  the  body  to  external  detectors  and  computers,  which  construct  images 
of  internal  body  structures  from  those  signals.  Like  good  spies  too,  the  isotopes 
quickly  disappear  once  their  job  is  done,  either  by  transforming  into  non-radioactive 
products  or  oy  passing  out  of  the  body. 

If  they  know  precisely  how  much  radioactivity  each  dose  harbors,  doctors  can  con¬ 
fidently  i^ect  patients  with  radioactive  drugs  such  as  thallium-201  for  heart  scans. 
Determining  the  exact  amount  of  radioactivity  is  an  especially  demanding  measure¬ 
ment  task,  however,  since  radioactive  isotopes  are  produced  at  private  or  govern¬ 
ment  facilities,  made  into  radiopharmaceutical  preparations  by  a  number  of  dif¬ 
ferent  companies,  and  then  put  to  diagnostic  use  at  thousands  of  hospitals.  All  the 
while,  Uie  radioactivity  contents  to  be  measured  are  changing.  Unlike  the  weight 
of  a  pill,  which  remains  constant  from  maker  to  patient,  the  activity  of  radiophar¬ 
maceuticals  continually  decreases  over  time. 

Regardless  of  the  challenges,  each  radiopharmaceutical  handler  must  have  a  way 
of  assuring  that  their  own  radioactivity  measurements  are  accurate.  Nuclear  Regu- 
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latory  Commission  rules,  for  one,  require  such  measurements.  Good  business  and 
good  medicine  also  critically  depend  on  the  quality  of  these  measurements. 

Assurance  of  that  quality  stems  from  the  National  Institute  of  Standards  and 
Technology,  remarks  Tibor  Schubert,  manager  of  radiodiagnostics  at  Bristol-Myers 
Squibb.  For  the  past  20  years,  NIST  and  the  Nuclear  Energy  Institute  (formerly  the 
United  States  Council  for  Energy  Awareness),  which  represents  the  nuclear  power 
and  nuclear  medicine  industries,  have  collaborated  to  provide  the  industry  with 
standards  that  everyone  can  use  as  benchmarks.  ‘'It  helps  make  sure  that  everyone 
is  on  the  same  wavelength,”  says  Schubert,  who  chairs  a  NIST/NEI  steering  group 
that  sets  the  agenda  for  the  collaboration.  “It  increases  the  confidence  for  every¬ 
body”  who  makes  and  uses  radiopharmaceuticals,  adds  Michael  S.  Mosley,  a  quality 
control  and  government  affairs  specialist  at  Syncor  International  Corp.,  the  coun¬ 
try's  fastest  growing  “nuclear  pharmacy.” 

That  confidence  level  has  contribute  to  the  ascent  of  radiopharmaceuticals  both 
as  a  standard  part  of  medical  practice  and  as  big  business,  say  Schu^rt,  Mosley, 
and  others  in  the  industry.  Each  year,  U.S.  doctors  perform  over  7  million  ^agnostic 
procedures  using  radiopharmaceuticals.  About  one  out  of  every  four  patients  enter¬ 
ing  hoMitals  undergoes  some  form  of  radioactive  diagnostic  or  therapeutic  proce¬ 
dure.  Many  cardiac  patients  undergo  the  thallium-201  stress  test,  whicn  allows  doc¬ 
tors  to  image  the  damaged  heart  for  guidance  in  treating  heart  patients.  The  mar¬ 
ket  for  radiopharmaceutical  preparations  now  approaches  $1  billion. 

When  the  NIST/NEI  collaboration  began  in  1973,  there  were  no  standards  for 
three  out  of  four  radiopharmaceuticals  then  available,  nor  were  there  uniformly 
adopted  protocols  by  which  instruments  in  different  places  were  calibrated  even 
when  standards  were  available.  These  and  other  measurement  problems  slowed 
Food  and  Drug  Administration  approval  of  new  drugs  and  led  to  disputes  between 
vendors  and  buyers  of  radiopharmaceuticals  since  prices  are  determined  not  by 
weight  but  by  the  amount  of  radioactivity  sold. 

Out  of  the  collaboration  so  far  have  come  25  new  Standard  Reference  Materials 
(SRM’s),  which  are  distributed  as  small  sealed  ampoules  containing  specific 
radiopharmaceuticals  with  NIST-certified  amounts  of  radioactivity.  Vendors  and 
buyers  use  these  to  calibrate  their  own  measurements.  Among  these  SRM’s,  which 
are  prepared  and  certified  by  three  scientists  at  NIST  who  are  supported  by  a  fee 
paid  by  member  companies,  are  standards  for  thallium-201;  iodine-131,  an  agent  for 
diagnosing  and  treating  thyroid  problems;  and  technetium-99m,  which  is  used  in 
procedures  such  as  imaging  brain  tissue. 

Besides  the  collaboration’s  intanrible  payoff  in  the  form  of  product  and  industry 
confidence,  the  NIST-made  SRM’s  have  a  more  direct  impact  on  companies’  bottom 
lines.  “If  a  company  went  out  and  developed  these  on  its  own,  you  are  talkir^  m^be 
$1  million,”  estimates  Felix  Killar,  manager  of  Non-Utility  Programs  for  NEI.  “Par¬ 
ticipation  in  the  program  and  having  radiopharmaceuticals  [whose  activities  are] 
traceable  to  NIST  standards  gives  member  companies  a  competitive  advantage.” 


Business:  The  steel  industry. 

Number  of  Employees:  180,000. 

Steel.  It  is  the  stren^h  and  stability  of  skyscrapers  and  bridges  spannitig  miles. 
It  is  the  stuff  of  machine  tools  and  mass  manufacturing.  It  is  the  material  of  this 
century’s  two  gargantuan  war  efforts.  It  is  big,  big  business.  In  1991,  the  U.S.  steel 
industry  sold  $27.3  billion  worth  of  material  and,  even  after  dramatically  paring 
back  its  workforce,  employed  over  180,000  at  83  companies  that  shipped  78.8  million 
tons  of  steel. 

From  the  early  years  of  the  century,  the  National  Institute  of  Standards  and 
Technology  (known  as  the  National  Bureau  of  Standards  until  1988)  has  been 
woven  intimately  into  the  evolutionaiy  process  by  which  steel  has  become  one  of  the 
most  reliable,  most  used,  and  most  important  materials  of  the  age.  Basic  steel  is 
made  from  iron  whose  normal  carbon  content  of  4  percent  or  so  by  weight  is  reduced 
to  usually  less  than  1  percent  and  whose  properties  are  extremely  sensitive  to  pre¬ 
cise  differences  in  composition.  Special  alloys  depend  on  specific  additions  of  other 
elements  such  as  chromium  for  stainless  steel,  or  chromium,  tungstt^n,  and  vana¬ 
dium  for  particularly  hard  tool  steels.  The  central  challenge  of  the  industry  is  to 
produce  tne  desired  amount  of  steel  with  the  specified  properties  with  the  greatest 
possible  efficiency. 

To  some  industry  representatives,  the  most  consistent  and  crucial  kind  of  assist¬ 
ance  that  NIST  has  lent  comes  in  the  form  of  Standard  Reference  Materials,  or 
SRM’s  as  they  are  known  in  the  trade.  NIST  ships  over  125  steel-related  SRM’s  that 
manufacturers  use  for  calibrating  instruments  and  validating  in-house  measure- 
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ments  of  their  products’  chemical  composition  and  physical  properties  such  as  hard¬ 
ness  and  electrical  resistivity.  Most  of  the  steel-related  SRM’s  are  chips,  disks,  pow¬ 
ders,  or  rods  of  steel  alloys  whose  chemical  composition  has  been  measured  with  ex¬ 
ceptional  precision  and  accuracy. 

In  1993  alone,  NIST  shipped  5,963  SRM’s  related  to  the  chemical  composition  of 
steel  alloys.  These  SRM’s  are  as  central  to  a  steel  company's  operations  as  a  tape 
measure  is  to  a  carpenter.  “We  use  these  things  [SRM's]  every  day,”  says  Thomas 
Dulski,  a  senior  analytical  chemist  at  Carpenter  Technologies  Corp.,  a  century-old 
specialty  steel  company  in  Reading,  Pa.,  which  supplied  s^l  cables  to  the  Wright 
Brothers  and  now  specializes  in  high-end  steel  alloys  for  such  things  as  surgical  im¬ 
plants  and  parts  for  air  bag  systems.  ‘T  have  worked  in  the  industry  for  30  years 
and  I  could  not  imamne  the  last  30  years  without  [SRM’s  and]  interaction  with 
NIST.  It  would  be  a  oifferent  and  lesser  industry  if  it  had  not  been  for  NIST.” 

Makers  of  huge  volumes  of  basic  steel  rely  just  as  heavily  on  NIST’s  SRM’s,  notes 
Dulski,  who  also  is  chairman  of  the  steel  analysis  committee  of  ASTM  (American 
Society  for  Testing  and  Materials),  a  voluntary  standards  organization  through 
which  industries  develop  consensus  on  technical  issues  such  as  manufacturing  and 
testing  practices.  “Without  those  SRM’s,  their  operations  would  be  virtually  impos¬ 
sible,”  Dulski  notes. 

The  NIST  connection  with  the  steel  industry  reaches  nearly  as  far  back  as  NIST’s 
creation  by  Congress  in  1901  when  the  steel  industry  was  still  maturing  from  its 
industrial  roots  a  few  decades  earlier. 

At  the  time,  railroad  accidents  were  occurring  at  a  rate  of  over  4,000  each  year, 
causing  an  annual  average  of  almost  13,000  deaths  and  injuries  between  1902  and 
1912.  The  blame,  it  seemed,  rested  with  broken  rails,  wheels,  flanges,  and  axles 
pushed  to  failure  by  a  combination  of  excessive  loads,  inadequate  maintenance,  and 
inferior  iron  and  steel.  Besides  subjecting  specimens  from  railroad  disasters  to 
chemical,  mechanical,  and  microscopic  investigations  to  uncover  the  bases  for  good 
and  bad  metal,  NIST  began  supplying  the  steel  industry  with  some  of  the  first 
“standard  materials,”  which  companies  used  to  better  control  the  properties  of  their 
products.  That  was  the  start  of  an  extended  relationship  between  NIST  and  the 
steel  industry,  which  Dulski  says  only  becomes  more  critical  and  diverse  today.  Be¬ 
sides  using  SRM’s,  the  steel  industry  now  regularly  interacts  with  NIST  via  cooper¬ 
ative  research  arrangements,  consortia,  workshops,  trouble-shooting  sessions,  and 
other  collaborative  mechanisms  whose  common  goal  is  to  improve  existing  tech¬ 
nologies  and  to  develop  new  ones.  It  would  seem  that  this  NIST-industry  connection 
is  as  strong  as  steel. 


Malcolm  Baldrige  National  Quality  Award  Program. 

By  the  1980’s,  many  industry  and  government  leaders  in  the  United  States  firmly 
believed  that  a  renewed  emphasis  on  quality  was  no  longer  an  option  for  American 
companies  but  a  necessity.  An  ever  growing  world  market  was,  and  is,  demanding 
quality  goods  and  services.  But  many  American  businesses  either  didn’t  believe 
quality  mattered  for  them  or  didn’t  know  where  to  begin. 

To  accelerate  a  small,  slowly  growing  U.S.  quality  movement,  the  Malcolm 
Baldrige  National  Quality  Award  was  established  by  Congress  in  1987  to  promote 
quality  awareness,  to  recognize  quality  achievements  of  U.S.  companies,  and  to  pub¬ 
licize  successful  quality  stratemes. 

The  Baldrige  Quality  Award  program,  developed  and  managed  by  NIST  with  the 
cooperation  and  financial  support  of  the  private  sector,  has  proven  to  be  a  highly 
successful  government  and  industry  team  effort.  Over  the  past  6  years,  the  award 
program  has  encouraged  thousands  of  U.S.  companies  to  adopt  Quality  improvement 
strategies.  According  to  a  recent  report  by  the  Conference  Board,  a  private  business 
membership  organization,  “A  majority  of  large  U.S.  firms  have  used  the  criteria  of 
the  Malcolm  Baldrige  National  Quality  Award  for  self-improvement,  and  the  evi¬ 
dence  suggests  a  long-term  link  between  use  of  the  Baldrige  criteria  and  improved 
business  performance.” 

While  quality  management  cannot  guarantee  success,  the  Baldrige  award  winning 
companies  and  many  others  believe  that  investing  in  quality  can  lead  to  outstanding 
returns,  both  for  individual  companies  and  the  country. 

For  example,  Thomas  N.  Kennedy,  an  executive  with  Solectron  Corp.,  says,  “We 
embraced  the  Baldrige  criteria  in  1989  and  continue  to  use  it  as  a  template  for  proc¬ 
ess  improvement  as  well  as  for  driving  leadership  and  employee  involvement  in  ail 
aspects  of  quality.  As  a  result,  annual  revenue  has  increased  over  threefold  in  the 
last  4  years,  from  $130  million  to  $407  million.  *  *  *  Net  income  has  increased 
from  $4.3  million  to  $14.5  million  +  ♦  *  jobs  have  increased  from  1,500  to  over 
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3,700  and  Solectron’s  customer  satisfaction  index  grew  to  93  percent.”  Based  in  Cali¬ 
fornia,  Solectron,  a  1991  Baldrige  Award  winner,  provides  manufacturing  services 
to  the  electronics  industry. 

In  the  early  1980's,  senior  management  at  Ames  Rubber  Corp.,  a  1993  Baldrige 
Award  winner,  realized  that  the  international  marketplace  was  changing  dramati¬ 
cally.  The  New  Jersey  company  of  about  450  employees  produces  rubber  rollers  for 
office  machines  and  highly  specialized  automotive  parts.  Even  though  the  firm  was 
doing  well  both  in  Europe  and  the  United  ^States,  its  customers  were  demanding 
products  that  met  more  exacting  quality  requirements  at  lower  prices.  Offshore  com¬ 
petition  was  emerging,  and  it  became  evident  that  business  as  usual  would  not  suf¬ 
fice. 

With  help  from  Xerox  Corp.,  its  prime  customer,  Ames  Rubber  instituted  a  new 
work  process  in  1987  based  on  quality  management.  Their  success  can  be  measured 
by  a  3-year,  48-percent  increase  in  productivity,  a  defect  rate  that  has  plummeted 
from  30.000  parts  per  million  in  1989  to  just  11,  and  savings  from  teammate  ideas 
of  over  $1.2  million  in  1993  alone. 

Another  1993  Baldrige  Award  winner,  Eastman  Chemical  Co.,  also  looked  to  qual¬ 
ity  management  as  a  way  of  getting  back  on  track  after  losing  market  share  of  a 
major  product  in  the  late  1970’s.  Employing  over  17,000,  the  company  used  the 
Baldrige  Award  criteria  to  help  define  its  quality  culture  and  regain  its  competitive 
edge. 

Eastman  Chemical  is  indeed  competitive.  For  the  past  4  years,  over  70  percent 
of  its  worldwide  customers  have  ranlced  Eastman  as  their  number  one  supplier.  Of 
the  five  factors  customers  believe  are  most  important — product  quality,  product  uni¬ 
formity,  supplier  integrity,  correct  delivery,  and  reliability — Eastman  has  been  rated 
outstanding  for  the  past  7  years.  And,  quality  management  helped  the  company  re¬ 
duce  the  time  to  bring  a  new  product  to  market  by  50  percent  since  1990. 

Says  company  president  Eaniie  Deavenport,  “Eastman,  like  other  Baldrige  win¬ 
ners,  didn’t  apply  the  concepts  of  total  quality  management  just  to  win  an  award. 
We  ^d  it  to  win  customers.  We  did  it  to  grow.  We  did  it  to  prosper  and  to  remain 
competitive  in  a  world  marketplace.” 

Other  Baldrige  winners  have  similar  stories: 

— At  Federal  Express  Corp,,  a  1990  winner,  ideas  from  Quality  Action  Teams 
have  saved  the  company  almost  $29  million. 

— At  1988  winner  Globe  Metallurgical,  exports  have  grown  from  2  percent  to  20 
percent  of  sales  from  1988  to  1992,  while  overall  sales  grew  by  24  percent. 

— Customer  accounts  at  Granite  Rock  Co.,  a  1992  winner,  have  increased  38  per¬ 
cent  from  1989  through  mid- 1993. 

— Since  1987,  Motorola  Inc.,  a  1988  winner,  has  increased  its  sales  from  $6.7  bil¬ 
lion  to  $17  billion.  In  addition,  the  company  has  added  18,000  employees  and 
productivity  has  increased  126  percent.  Also,  by  reducing  manufacturing  de¬ 
fects,  Motorola  has  saved  $4.6  billion  since  1987  in  manufacturing  costs. 

— According  to  an  article  in  the  Oct.  18,  1993,  Business  Week,  the  three  publicly 
traded  whole  company  Baldrige  winners  outperformed  the  Standard  &  Poor’s 
500  from  the  time  they  won  through  Sept.  30,  1993,  by  a  factor  of  8.6  to  1. 

Dr.  Prabhakar.  Thank  you.  Each  of  these  is  a  story  about  how 
we  have  worked  with  a  particular  company  or  group  of  companies. 
It  conveys  in  some  detail  the  kinds  of  interactions,  the  kinds  of 
value  that  companies  have  derived  from  working  with  NIST,  and 
I  think  those  are  quite  useful  to  look  at  as  specific  examples. 

NIST,  of  course,  has  a  portfolio  of  different  approaches  for  work¬ 
ing  with  American  industry.  The  original  component  of  our  activi¬ 
ties  is  the  NIST  laboratories,  the  old  National  Bureau  of  Stand¬ 
ards.  Our  job  in  that  component  dates  back  to  1901,  and  it  is  the 
job  of  serving  as  the  Nation's  measurement  laboratory,  providing 
the  measurements,  the  standards,  the  evaluated  data,  the  test 
methods,  the  underpinning  technologies  for  much  of  the  rest  of  the 
industrial  endeavor.  That  activity  is  in  the  budget  request,  in  the 
fiscal  1995  request  at  $316  million.  And  in  addition  to  the  STRS 
appropriation  request,  there  is  a  $100  million  request  to  continue 
the  construction  and  renovation  of  our  facilities  that  was  begun  a 
few  years  ago. 
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The  other  parts  of  our  portfolio  are  new,  and  came  to  us  as  part 
of  the  transformation  into  NIST  a  few  years  ago.  One,  of  course, 
is  the  Advanced  Technology  Program,  and  here  the  mechanism  is 
to  fund  high-risk  projects  in  companies  on  a  cost-share  basis,  really 
to  stretch  the  capabilities  of  inaustrial  R&D  dollars  to  do  things 
that  are  longer  term  or  riskier  or  require  interactions  among  com¬ 
panies  that  would  not  happen  without  that  stimulus.  Really,  those 
kinds  of  technologies  that  are  going  to  be  critical  for  the  longer- 
term  economic  growth. 

In  the  case  of  the  Advanced  Technology  Program,  we  have  had 
pilot-level  activity  for  a  few  years,  since  the  early  nineties,  as  we 
have  been  learning  how  to  do  this  new  business.  I  think  we  have 
laid  a  superb  base,  and  in  this  administration  we  are  trying  now 
to  scale  up  the  funding  for  ATP  to  the  point  that  it  can  really  func¬ 
tion  as  a  national  program  and  realW  deliver  value  at  a  national 
level.  I  believe  we  have  got  a  very  effective  scale-up  plan  in  place. 
It  involves  working  directly  with  the  industry  to  identify  areas  for 
the  focus  of  the  investment.  That  has  worked  extraordinarily  well 
during  this  last  year.  The  budget  request  for  fiscal  1995  is  $451 
million  for  ATP. 

Manufacturing  extension  is  another  activity  in  our  portfolio  of 
approaches.  This,  like  ATP,  began  very  recently  and,  again,  oper¬ 
ated  in  much  of  a  pilot  mode  in  the  first  few  years  while  we 
learned  what  this  new  business  was  all  about.  Here,  of  course,  we 
are  trying  to  deliver  information  and  expertise  to  small  manufac¬ 
turers  so  that  they  can  upgrade  their  capabilities  and  become  more 
competitive.  We  view  our  role  as  trying  to  provide  that  connection 
to  this  broad  and  diffuse  manufacturing  base  across  the  country, 
the  370,000  small  manufacturers  that  are  across  our  Nation, 

We  think  that  there  are  many,  many  sources  of  technology  and 
business  expertise  that  can  be  coupled  to  those  manufacturers,  and 
with  our  funds  we  surely  do  not  intend  to  be  the  sole  supplier  of 
knowledge  and  wisdom,  but  rather  we  are  trying  to  provide  the 
linkages  that  are  going  to  be  critical  to  helping  those  companies 
move  forward. 

Again,  building  on  the  base  that  we  had  established  in  the  early 
years,  in  the  last  year  or  so  we  have  been  able  to  work  with  the 
technology  reinvestment  project  in  the  Department  of  Defense, 
along  with  their  funding — we  are  well  on  our  way  now,  with  sev¬ 
eral  centers  underway.  With  the  fiscal  1995  budget  request  of  $61 
million,  we  will  be  over  60  centers.  And,  again,  I  think  we  are  mak¬ 
ing  dramatic  progress  right  now  toward  the  President’s  stated  goal 
of  trying  to  build  a  national  network  of  100  centers  by  1997. 

The  final  component  in  our  portfolio  of  programs  at  NIST  is  the 
Malcolm  Baldrige  National  Quality  Award  and  the  associated  Qual¬ 
ity  Program  which,  of  course,  works  by  recognizing  the  best  exam¬ 
ples  of  quality  practices,  highlighting  them,  and  perhaps  more  im¬ 
portantly,  sharing  a  quality  approach  and  a  quality  methodology 
very  broadly  in  the  private  sector.  Again,  we  have  served  as  a  cata¬ 
lyst  to  bring  that  private  community  together. 

The  budget  request  for  quality  for  1995  is  $6.9  million.  Those 
funds  will  serve  to  help  expand  the  categories  from  manufacturing, 
small  business,  and  services,  the  categories  that  exist  today,  to  now 
include  health  care  and  education,  where  we  are  beginning  pilot  ac- 
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tivities  to  see  how  Baldrige  can  be  extended  to  these  other  critical 
areas. 

So  we  have  a  set  of  programs  in  place.  I  think  we  have  dem¬ 
onstrated  their  value,  their  effectiveness.  The  engagement  with  the 
industry  is  a  rich,  productive,  well-coupled  engagement,  and  I 
think  that  is  critical  to  our  future  success. 

That  is  the  first  element  of  our  strategy.  We  have  also  taken  a 
step  back  from  the  sort  of  tactical  operational  issues,  and  said  that 
we  really  need  to  ask  the  basic  underlying  questions  as  well,  about 
this  new  business  of  civilian  technology  that  we  are  embarked  on. 
It  is  not  a  new  business,  but  for  us  as  a  country,  this  really  is  the 
first  time  that  we  have  set  out  deliberately  to  try  to  do  this  job. 

When  I  first  came  to  NIST,  when  Dr.  Gfood  started  interacting 
with  us,  and  as  we  have  talked  to  people  in  industry,  the  two  ques¬ 
tions  that  always  come  up  are,  first,  how  do  you  decide  where  you 
spend  taxpayers’  dollars,  how  do  vou  set  the  priorities  for  spending, 
and  then  second,  once  you  have  clone  that,  how  do  you  measure  the 
results,  how  do  you  know  that  you  are  really  delivering  value  to 
taxpayers  from  these  investments? 

^^en  I  started  asking  these  questions  at  NIST  last  vear,  I 
found,  to  my  delight,  that  people  had  been  thinking  about  this.  We 
thought  it  was  important  to  try  to  capture  our  thinking  about  these 
issues,  and  so  a  couple  of  months  ago  we  published  a  document 
called  ‘'Setting  Priorities  and  Measuring  Results  at  NIST.”  While 
I  would  never  claim  that  these  are  jobs  that  are  ever  done,  for  I 
think  you  really  never  get  final  answers  to  these  tough  questions, 
I  think  the  process  of  asking  and  the  process  of  capturing  this  in¬ 
formation  has  helped  us  tremendously.  We  have  distributed  this 
material  widely  and  gotten  tremendous  input  back  from  the  indus¬ 
try  and  many  of  our  colleagues  across  Government,  all  of  which  has 
been  very  helpful  to  our  process. 

And,  again,  I  would  offer  this  for  the  record,  if  you  would  like  to 
include  that,  if  you  would  like  me  to  do  so. 

Senator  Rollings.  It  will  be  included. 

[The  information  follows:] 

Setting  Priorities  and  Measuring  Results  at  the  National  Institute  of 
Standards  and  Technology 

FOREWORD 

Accelerated  development,  commercialization,  and  adoption  of  technology  are  key, 
driving  elements  of  the  Clinton  Administration's  plan  to  foster  long-term  economic 
growth  that  benefits  all  U.S.  citizens.  The  Administration's  strategy  of  making  di¬ 
rect,  purposeful  investments  to  prime  industry's  wealth-  and  job-creating  pump  of 
innovation  and  commercialization  is  moving  federal  technology  policy  in  new  direc¬ 
tions  and  toward  new  horizons. 

A  “grand  experiment"  has  be^n,  one  in  which  industry  and  govemr.ent  are  col¬ 
laborating  as  willing  partners  in  responding  to  unprecedented  technological  chal¬ 
lenges  and  opportumties.  Past  federal  investments  in  science  and  technology  helped 
to  bring  an  end  to  the  Cold  War  and  to  make  the  United  States  the  world  leader 
in  science.  To  repeat  this  success  in  the  arena  of  global  economic  competition,  the 
federal  government  must  tightly  couple  its  technology  programs  to  U.S.  industiys 
goals  and  priorities,  and  it  must  work  closely  with  me  private  sector  to  accomplish 
technological  and  economic  objectives  that  \^1  pay  dividends  to  the  entire  nation. 

This  widely  recognized  imperative — that  of  effectively  linking  the  complementary 
technology  activities  of  government  and  industry — evokes  two  kev  questions  that 
warrant  thorough,  thoughtful  responses.  First,  how  does  the  federal  government  se¬ 
lect  where  to  invest  public  resources  and,  second,  how  do  we  measure  the  results 
of  our  investments  in  technology  development  and  application? 
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This  paper  presents  how  we  at  the  Commerce  Department’s  Technology  Adminis¬ 
tration  are  addressing  these  important  questions  for  the  National  Institute  of  Stand¬ 
ards  and  Technology  (NIST).  It  describes  how  NIST’s  four  major  proCTams-^the  Ad¬ 
vanced  TechnoloCT  Program,  laboratory  R&D,  the  Manufacturing  Extension  Part¬ 
nership,  and  the  Malcolm  Baldrige  National  Quality  Award  program — set  priorities, 
evaluate  performance,  and  measure  economic  impact.  The  issues  addressed  in  this 
paper  cannot  be  reduced  to  simple  formulas  that  yield  unambiguous,  quantitative 
answers,  or  fixed  coordinates  that  lock  in  a  course  for  NIST  programs.  But,  in  ad¬ 
dressing  these  questions,  we  can  identify  ways  to  improve  how  we  do  our  job  and 
to  increase  the  effectiveness  of  NIST  programs. 

Judgments  are  an  inherent  part  of  the  process  of  setting  priorities  and  measuring 
results,  but  these  judgments  must  be  guided  by  comprenensive  qualitative  and 
quantitative  information  that  captures  customers'  needs  and  accurately  portrays 
how  efficiently  and  effectively  NIST  is  responding  to  those  needs.  Therefore,  efforts 
to  develop  better  processes  and  metrics  are  fundamental  to  accomplishing  NIST’s 
objectives  of  continuously  improving  and  increasing  the  value  of  our  programs. 

This  paper,  which  has  benefited  m)m  our  discussions  wth  many  government  and 
industry  experts,  has  been  prepared  to  promote  discussion  and  invite  constructive 
criticism  from  industry,  academia,  government  agencies,  and  others  with  a  role  in 
civilian  technology.  Therefore,  we  pose  a  question  to  our  readers:  How  can  NIST  im¬ 
prove  its  processes  for  setting  priorities  and  measuring  results?  We’d  really  like  to 
benefit  from  your  thinking.  So,  please  send  us  your  comments. 

Mary  Good, 

Under  Secretary  for  Technology,  DOC. 

Arati  Prabhakar, 

Director,  NIST. 


Setting  Priorities  and  Measuring  Results 

Growing  appreciation  of  technology’s  pivotal  economic  role  is  leading  to  changes 
in  federal  R&D  investment  strategies.  The  Clinton  Administration  aims  to  acceler¬ 
ate  technology  development  and  application  as  part  of  a  national  effort  to  foster 
long-term  economic  growth  that  creates  new  high-quality  jobs,  builds  new  indus¬ 
tries,  and  improves  the  U.S.  standard  of  living.  Wath  strong  support  in  Congress  and 
industry,  the  Administration  advocates  direct,  purposeful  investment  in  commer¬ 
cially  relevant  technologies.  Moreover,  the  new  policy  assigns  the  federal  govern¬ 
ment  to  the  role  of  partner  to  industry— as  well  as  to  labor  and  academia— in  work¬ 
ing  to  catalyze  and  facilitate  technology  development,  application,  and  adoption.  An 
operational  aim  is  to  focus  and  leverage  federal  expenditures  so  that  relatively  small 
investments  yield  meaningful  economic  benefits  for  the  nation. 

Like  the  post- World  War  II  decisions  that  successfully  aligned  federal  R&D  spend¬ 
ing  with  defense  and  other  national  needs,  today’s  policy  decisions  are  reckoning 
with  new  circumstances  wrought  by  the  end  of  the  Cold  War,  intensifying  global 
economic  competition,  the  rapid  diffusion  of  discoveries  and  innovations  across  inter¬ 
national  borders,  and  the  increasing  technological  intensity  of  modern  manufactur¬ 
ing  and  service  industries. 

This  transition  in  federal  technology  policy  is  occurring  during  a  period  of  con¬ 
strained  federal  budgets,  prompting  two  frequently  asked  questions:  Firet,  how  do 
agencies  with  technoToey  programs  identify  and  select  areas  warranting  investment 
of  federal  resources?  Second;  how  do  agencies  measure  the  results  of  their  tech¬ 
nology  investments  and  ascertain  whether  these  investments  are  yielding  their  an¬ 
ticipated  national  benefits? 


the  mission  and  role  of  NIST 

These  questions  are  especially  relevant  to  the  National  Institute  of  Standards  and 
Technology,  part  of  the  (Commerce  Department’s  Technology  Administration.  The 
Clinton  Administration  has  assigned  NIST  to  an  important  role  in  its  plans  to  help 
U.S.  industry  to  improve  its  development,  commercialization,  and  adoption  of  new 
technology.  . 

NIST’s  explicit  mission  is  to  promote  U.S.  economic  growth  by  working  with  in¬ 
dustry  to  develop  and  apply  technology,  measurements,  and  standards.  (See  box, 
NIST  in  the  Context  of  Federal  R&D.] 

Und^r  this  mission,  unique  among  federal  agencies,  NIST’s  direct  customer  is 
U.S.  industry,  which,  in  turn,  is  the  means  to  accomplishing  the  agency’s  ultimate 
objective  of  fostering  sustained  economic  growth  that  benefits  U.S.  citizens.  The 
agency’s  portfolio  of  programs  features  four  approaches  to  carrying  out  its  mission 
and  serving  U.S.  industry: 
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— an  Advanced  Technology  Program  (ATP)  that  invests  in  cost-shared  projects  in 
companies  to  develop  enabling,  high-pavoff  technologies  that  otherwise  would 
not  be  pursued  because  of  te<mnical  risks  and  other  obstacles  that  discourage 

f)rivate  investment; 

aboratory  research  programs  focused  on  meeting  U.S.  industry’s  infrastructural 
technology  needs,  including  standards,  measurements  and  measurement  tech¬ 
nologies,  evaluated  data,  manufacturing  process  models,  product-performance 
tests,  and  quality-assurance  techniques; 

— a  Manufacturing  Extension  Partnership  (MEP)  that  is  scaling  up  to  a  cost- 
shared,  integrated,  nationwide  network  of  over  100  manufacturing  extension 
centers  to  help  small  and  medium-sized  manufacturers  to  modernize  their  pro¬ 
duction  capabilities;  and 

— the  Malcolm  Baldrige  National  Quality  Award  program  that  provides  criteria 
for  assessing  quality  management  and  competitiveness  and  sharing  information 
on  successful  strategies. 

NIST  aims  to  be  a  strong  partner  to  U.S.  industry.  Over  nine  decades  of  working 
with  U.S.  companies,  its  laboratories  have  developed  a  culture  of  cooperation.  In¬ 
deed,  a  recent  r^ort  by  the  Council  on  Competitiveness  described  the  NIST  labora¬ 
tories’  process  of  working  cooperatively  with  industry  as  “the  most  streamlined  of 
all  and  is  perhaps  the  best  model  for  other  federal  labs  to  follow.  •  *  *  NIST  is 
very  flexible  and  able  to  respond  quickly  to  industry’s  inquiries  without  bureaucratic 
interference.”  [1]  This  traditional  culture  is  the  base  upon  which  NIST  will  build  to 
meet  its  new  challenges. 


NIST  EN  THE  CONTEXT  OF  FEDERAL  R&D 

The  Clinton  Administration  has  begun  to  make  a  clear  transition  in  tech¬ 
nology  policy.  It  is  moving  the  government  from  the  four-decade-old  R&D  pol¬ 
icy  based  on  post-World  War  II  priorities  to  a  policy  that  specificallv  includes 
an  investment  strategy  designed  to  strengthen  America’s  industrial  competi¬ 
tiveness.  NIST’s  programs  are  one  important  part  of  this  transition. 

The  federal  government  is  responding  to  global  economic  changes  by: 

— Direct  investment  in  civilian  technology  for  economic  ^owth.  NIST  is  the 
part  of  the  federal  R&D  investment  that  focuses  explicitly  on  this  mission. 

— Increased  emphasis  on  directing  defense  R&D  toward  a  dual-use  tech¬ 
nology  base.  The  Defense  Department’s  Advanced  Research  Projects  Agen¬ 
cy  has  led  technology  efforts  to  foster  the  growth  of  an  inte^ated  indus¬ 
trial  base  that  is  economical!^  competitive  and  able  to  meet  military  needs. 
This  approach  is  now  expanding  to  other  parts  of  the  defense  investment. 

— Increased  indust^  access  to  commercially  useful  technology  devolved  in 
government  laboratories  for  other  purposes.  The  Department  of  Energy 
and  the  National  Aeronautics  and  Space  Administration,  for  example,  are 
working  to  leverage  their  laboratory  investments  for  economic  benefit. 

— Maintaining  a  strong  commitment  to  basic  science.  A  healthy  and  produc¬ 
tive  national  science  base — the  world’s  best — will  continue  to  be  a  critical 
source  for  future  technological  progress.  The  National  Science  Foundation 
and  the  National  Institutes  of  Health  are  key  players  in  this  endeavor. 

In  the  context  of  these  new  directions  in  federal  technology  policy,  NIST  has 
an  important,  tightly  focused  role  to  play.  As  the  NIST  budget  grows,  the  agen¬ 
cy’s  snare  of  funding  will  increase  but  will  still  remain  a  small  fraction  of  over¬ 
all  R&D  spending:  less  than  two  percent  of  the  federal  allocation  and  less  than 
one  percent  of  the  nation's  total  R&D  expenditures.  Working  in  partnership 
with  industry  and  coordinating  closely  witn  other  federal  technolo^  agencies, 
NIST  can  contribute  significantly  to  the  national  effort  to  accelerate  the  bene¬ 
fits  of  technology  for  economic  growth. 


NEED-FOCUSED  PRIORITIES,  RESULTS-DRIVEN  MEASURES 

NIST  programs  are  guided  by  measurement  and  evaluation  systems  that  the 
agency  uses  as  it  sets  priorities,  evaluates  operational  performance,  and  assesses 
near-  and  long-term  returns  on  agency  investments  and  activities.  Priorities  are  set 
and  results  are  measured  on  the  basis  of  benefits  realized  W  U.S.  industry. 

Conferences  and  workshops  regularly  convened  by  NIS'T  are  among  a  variety  of 
tools  that  the  agency  uses  to  identify  industry’s  high-priority  technology  needs.  In¬ 
dustry  input  helps  to  set  the  direction  and  emphasis  of  NIST  programs,  and  it  en- 
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courages  industries  and  individual  companies  to  shape  and  participate  in  new  initia¬ 
tives.  One  result  of  this  process  is  high  levels  of  industrial  participation  in  NIST 
pronams;  another  is  solid  agreement  on  technical  obiectives. 

NIST  seeks  and  relies  on  industry  iimut  on  the  direction  and  content  of  its  pro¬ 
gram  at  several  levels  of  organization.  For  example,  the  Visiting  Committee  on  Ad¬ 
vanced  Technology,  a  nine-member  advisory  body  that  traces  its  origins  to  the 
founding  of  the  agency  in  1901  and  is  composed  largely  of  industry  representatives, 
meets  quarterly  to  review  the  policies,  budget,  organization,  and  programs  of  the  In¬ 
stitute.  Indicative  of  the  committee’s  oversight  are  a  1992  evaluation  of  NIST’s  stra¬ 
tegic  planning  process,  subsequent  reviews  of  the  strategic  plans  of  several  labora¬ 
tories,  and  a  1993  study  of  the  stratemc  direction  of  the  Advanced  Technology  Pro¬ 
gram.  In  addition,  each  of  NIST’s  eiAt  intramural  laboratories  undergoes  annual 

Serformance  assessments  by  inde^ndent  panels  of  experts  from  industry  and  aca- 
emia,  convened  by  the  National  Research  Council. 

CONTINUOUS  IMPROVEMENT 

Like  any  organization  aspiring  to  world-class  status,  NIST  must  critically  evalu¬ 
ate  itself  and  scrutinize  its  programs  through  the  eyes  of  its  customer  s.  Likewise, 
systems  and  mechanisms  for  setting  priorities,  evaluating  performance,  i  nd  measur¬ 
ing  impacts  must  be  continually  strengthened  and  improve,  paving  the  way  for  im¬ 
provements  in  the  quality  and  content  of  programs  and  services. 

The  focus  on  methods  for  setting  priorities,  evaluating  operational  performance, 
and  measuring  results  is  especially  critical  now,  as  the  Administration  proceeds 
with  plans  to  nearly  quadruple  the  NIST  budget  by  1997  and  as  public  expectations 
for  economic  returns  on  the  agency’s  technology  pro^ams  increase  commensurately. 
[See  box  on  Scaling  Up,  Managing  Growth.]  The  ATP  and  MEP  will  scale  up  rap¬ 
idly,  growing  from  pilot  projects  to  programs  of  the  size  necessary  to  achieve  na¬ 
tional  economic  impact. 

Each  NIST  program  aims  to  accomplish  objectives  that  depend  significantly  on  in- 
dustiys  behavior,  capabilities,  and  commitment.  Measurements  of  performance  and 
impact  are  critical,  the  basis  for  improving  the  effectiveness  and  extending  the  reach 
of  NIST  programs.  Yet,  there  is  little  precedent  in  the  federal  government— and  in¬ 
consistent  results  in  industry — when  it  comes  to  measuring  the  results  of  technology 
investments. 

Returns  on  R&D  investments  typically  do  not  begin  to  accrue  until  several  years 
after  research  is  completed.  This  lag  between  ejroenditures  and  returns — and  diffu¬ 
sion  of  expected  benefits  across  broad  sectors  of  the  economy — makes  assessments 
of  the  economic  impact  of  most  ATP  projects  and  much  of  NIST’s  laboratory-based 
R&D  a  long-term  endeavor.  Because  economic  effects  can  be  projected  but  never 
known  with  certainty  in  advance,  NIST  must  select  priorities  carefully  and  rely  on 
measures  of  performance  and  short-  and  intermediate  term  results  as  it  decides 
where  and  how  to  invest  its  resources. 

In  addition,  methodologies  for  measuring  economic  impact  are  still  evolving,  and 
data-collection  efforts  confront  several  obstacles:  the  proprietary  nature  of  certain 
information,  the  necessarily  qualitative  nature  of  some  types  of  impacts  (for  exam¬ 
ple,  the  adoption  of  quality  strategies  or  changes  in  the  horizons  and  composition 
of  corporate  research  portfolios),  the  high  cost  of  collecting  original  data,  and  the 
difficulty  in  clearly  defining  criteria  for  quantifying  job  creation  and  job  retention. 
Methodological  and  data-coTlection  issues  notwithstanding,  the  need  to  measure  re¬ 
turns  on  taxpayer  investments  in  federal  technology  programs  is  of  paramount  im¬ 
portance,  and  approaches  to  meeting  this  need  warrant  thoughtful — but  action-ori¬ 
ented— discussion  inside  and  outside  of  government. 

Advanced  Technology  Program 

One  of  the  most  innovative  elements  of  the  NIST  technology  strategy,  the  ATP 
invests  Meetly  in  the  nation’s  economic  growth  by  supporting  enabling  technologies 
with  stroi^  potential  for  U.S.  economic  benefit. 

The  ATr  provides  funds  for  the  early  phases  of  technology  development  through 
cooperative  research  agreements  to  single  businesses  or  industry-led  joint  ventures 
ana  research  consortia.  There  are  some  legislated  limits.  Awards  to  individual  com¬ 
panies  may  not  exceed  $2  million,  and  the  projects  must  be  completed  within  three 
years.  Projects  by  joint  ventures  m^  run  as  long  as  five  years,  and  the  ATP  can 
fund  up  to  60  percent  of  the  project.  Cost  sharing  is  required  for  all  projects. 

ATP  projects  are  selected  on  the  basis  of  a  rigorous  competition  that  considers 
both  the  technical  and  business  merits  of  the  proposals.  One  of  the  unique  features 
of  the  ATP  is  this  review  process,  which  evaluates  the  proposal’s  potential  economic 
impact,  the  evidence  that  the  proposer  is  significantly  committed  to  commercializing 
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the  results  of  the  project,  and  other  business-related  factors  affecting  the  likelihood 
that  successful  results  will  be  commercialized. 


SCALING  UP,  MANAGING  GROWTH  \ 

President  Clinton’s  economic  plan  calls  for  increasing  NIST's  total  budget 
from  $384  million  in  fiscal  year  1993  to  $1.4  billion  in  fiscal  year  1997.  While 
the  total  NIST  investment  will  still  be  a  small  fraction  of  the  federal  R&D 
budget,  the  growth  represents  a  significant  challenge  for  NIST  to  scale  up  rap¬ 
idly  while  maintaining  the  quality  of  its  activities.  The  agency  is  meeting  the 
chmienge  through  carefully  developed  management  plans.  The  strategy  is  to 
build  on  NIST's  proven  approaches  for  working  with  industry  and  to  achieve 
scale-up  with  miniinum  staff  growth  and  bureaucratic  overhead. 

Two  proCTams  will  account  for  more  than  half  of  the  expiected  increase  in 
the  agency  s  budget  through  1997.  The  ATP  will  grow  from  $68  million  in  fis¬ 
cal  year  1993  to  $760  million  in  fiscal  year  1997.  The  MEP  will  increase  from 
seven  manufacturing  technology  centers  to  a  nationwide  network  of  over  100 
extension  centers.  Both  programs  have  been  pilot  tested,  and  results  attest  to 
their  potential  to  produce  important  macro-  and  microeconomic  benefits.  From 
their  inception,  the  ATP  and  MEP  have  been  designed  to  be  national  in  scope. 

And,  because  the  funds  in  each  program  are  for  activities  performed  in  the  pri¬ 
vate  sector,  neither  will  require  large  increases  in  NIST  personnel.  For  fiscal 
year  1997,  each  program  will  operate  with  a  total  staff  of  under  100  staff  mem¬ 
bers. 

Direct  funding  of  NIST  laboratories  will  roughly  double  between  fiscal  year 
1993  and  fiscal  year  1997,  to  about  $400  million.  This  increase  will  address 
a  shortfall  in  national  capabili^  that  is  the  result  of  two  trends.  First,  during 
the  past  several  decades,  NISTs  laboratory  budget  has  been  flat  or  eroding 
while  new  industries — such  as  biotechnology  and  computer  networking — have 
emerged  and  the  technological  complexity  of  established  industries  nas  in¬ 
creased.  The  result  has  been  a  widening  gap  in  our  national  measurement  in¬ 
frastructure.  Second,  NIST  laboratories  have  been  heavily  dependent  on  fund¬ 
ing  from  other  government  agencies:  for  example,  about  25  percent  of  the  NIST 
laboratory  staff  was  suppo^d  W  Department  of  Defense  funding  in  fis'  al  year 
1993.  As  direct  appropnations  for  NIST  laboratories  increase,  the  agency  will 
be  better  able  to  respond  to  industry  needs  for  infrastructural  tecnnologies. 

The  laboratories  plan  to  offset  their  heavy  dependence  on  other  agencies’  fund¬ 
ing  and  thus  only  increase  staff  by  about  10  percent  through  fiscal  year  1997. 

The  Malcolm  Baldrige  National  Quality  Award  program  already  has  experi¬ 
enced  dramatic  scale-up  from  its  establishment  in  late  1987  by  Congress  to  its 
first  awards  the  next  year  to  a  full-scale  program  with  national  and  inter¬ 
national  impact.  With  pressing  needs  to  move  quality  management  principles 
into  the  practices  of  education  and  healthcare  organizations,  NIST  is  readjring 
pilot  efforts  leading  to  full-fledged  award  programs  in  1996. 


The  nature  of  the  ATP  pcses  unique  challenges  for  effectively  setting  priorities 
and  evaluating  the  results  of  the  progfram: 

— The  potential  ATP  client  base — effectively  all  of  U.S.  industry — is  huge  and  di¬ 
verse,  covering  all  areas  of  technology  and  ranging  from  smml  entrepreneurial 
start-ups  to  rnajor  multinational  corporations.  The  ATP  relies  on  substantial 
input  from  this  diverse  industrial  base  to  define  and  implement  its  programs. 
The  challenge  is  to  run  a  program  that  responds  effectively  to  the  priorities  of 
this  heterogeneous  community. 

— The  time  line  for  ATP  payoff  is  relatively  long.  The  ATP  does  not  support  prod¬ 
uct  development,  but  rather  the  development  of  key  technologies  that  enable  in¬ 
novative  new  or  inmroved  products,  services,  and  industrial  processes,  'i^ile 
the  goal  of  the  ATP  is  to  foster  significant  economic  benefits  for  the  United 
States,  the  greatest  benefits  will  flow  from  products,  services,  and  processes 
that  will  be  developed  after  an  ATP  project  itself  is  completed.  The  challenge 
is  to  set  up  an  evaluation  strate^  that  considers  both  the  immediate  perform¬ 
ance  of  the  program  and  its  effectiveness  in  the  long  run. 

SETTING  ATP  PRIORITIES 

A  central  tenet  of  the  ATP  since  its  inception  in  1990  always  has  been  that  its 
research  priorities  should  be  set  by  industry  rather  than  the  government.  The  pur- 
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pose  of  the  program  is  not  to  impose  government’s  judgment  of  the  best  opportuni¬ 
ties  for  commercial  success,  but  rather  to  enable  industry  to  pursue  certain  high- 
risk  projects  that,  if  successful,  would  enable  significant  economic  benefits  for  the 
country.  U.S.  industry  invests  tens  of  billions  of  dollars  annually  to  turn  “tech¬ 
nology  into  products,  profits,  and  jobs.  The  relatively  minor  funding  from  the  ATP 
is  meant  to  extend  industry’s  reach,  to  foster  riskier  projects  that  would  not  be  pur¬ 
sued  by  private  funds  alone. 

During  the  pilot  phase  of  the  ATP,  NIST  held  general  competitions  for  ATP  fund¬ 
ing,  open  to  all  areas  of  technology.  All  project  ideas  come  from  industry.  Candidate 
projects  are  not  evaluated  on  the  basis  of  what  technology  is  proposed,  but  on  how 
sound  the  proposal  is  within  that  technolo^  and  on  the  projected  economic  impact. 
Specifically,  proposals  are  evaluated  on:  scientific  and  technical  merit;  the  potential 
broad-based  economic  benefits;  plans  for  eventual  commercialization  of  the  research; 
the  eimerience  and  qualifications  of  the  proposer;  and  evidence  of  the  proposer’s 
level  or  commitment  to  the  project,  and  clarity  and  appropriateness  of  the  proposer’s 
management  plan. 

As  it  grows  from  a  pilot  program  to  a  full-scale  activity,  the  ATP  requires  a  more 
sophisticated  approach  to  setting  investment  priorities.  Even  at  the  Administration’s 
proposed  funding  level  of  $750  million  per  year  by  1997,  the  ATP  will  represent  less 
than  one-half  of  one  percent  of  the  nation’s  R&D  budget.  To  obtain  maximum  bene¬ 
fit  from  its  investments,  the  ATP  will  devote  the  bulk  of  its  funds  to  selected,  fo¬ 
cused  program  areas. 

ATP  focused  programs  will  have  aggressive,  well-defined  technological  and  busi¬ 
ness  goals,  generally  involving  the  parallel  development  of  a  suite  of  interlocking 
R&D  projects.  By  managing  mups  of  projects  that  will  complement  and  reinforce 
each  other,  the  ATP  will  be  able  to  have  the  greatest  possible  impact  on  technology 
and  the  economy. 

The  key  to  this  plan  is  a  system  for  selecting  program  areas  that  retains  the 
strong  industry  orientation  of  the  ATP.  The  approach  is  analogous  to  that  used  in 
project  selection:  let  the  ideas  come  from  industry  and  select  on  the  basis  of  clear 
evaluation  criteria. 

The  criteria  for  selecting  focused  program  areas  for  ATP  investment  resemble 
those  used  for  project  selection:  potential  for  U.S.  economic  benefit;  strength  of  the 
technical  ideas;  evidence  of  strong  industry  commitment;  and  the  opportunity  for 
ATP  funds  to  make  a  significant  difference. 

ATP  competitions  within  the  focused  progp-ams  will  support  specific  projects,  using 
the  same  procedures  and  selection  criteria  used  for  general  competitions.  While 
most  of  the  ATP’s  resources  in  the  future  will  go  to  specific  focused  proCTams,  the 
ATP  will  continue  to  hold  general  project  competitions  open  to  any  and  all  areas 
of  technology,  holding  the  door  open  to  promising  ideas  that  don’t  fit  into  any  cur¬ 
rent  program.  (See  Reference  2  for  a  complete  description  of  the  process  being  used 
to  define  focused  programs  and  to  solicit  program  ideas.) 

ATP  Evaluations  From  its  start,  the  ATP  has  emphasized  detailed  evaluation  as 
critical  to  an  effective,  results-oriented  program.  The  evaluation  plan  for  the  ATP 
as  a  pro^am  has  five  principal  elements  and  stresses  measurable  goals  whenever 
meaningful:  assessing  the  ATP’s  own  critical  operational  activities;  “portfolio”  pro¬ 
files  of  applicants,  recipients,  technologies,  and  projects;  evaluation  of  industry’s  im¬ 
plementation  of  both  the  R&D  and  business  components  of  ATP  projects;  tracking 
short-term  and  intermediate  project  results;  and  measurement  of  long-term  eco¬ 
nomic  impacts. 

There  is  one  important  overriding  consideration:  The  ATP  does  not  expect  every 
project  or  program  to  be  a  success.  The  ATP  is  supposed  to  foster  high-risk  projects 
that  woula  not  be  undertaken  without  its  support.  In  fact,  too  high  a  technical  suc¬ 
cess  rate  would  suggest  that  the  project  selections  are  overly  conservative.  Thus, 
ATP’s  success  must  be  evaluated  from  the  perspective  of  portfolio  management,  for 
which  the  key  measures  are  aggregate  returns  on  the  full  set  of  ATP-funded  tech¬ 
nologies. 

Performance  of  critical  operational  activities  is  a  measure  of  the  ATP  as  a  service 
organization.  To  be  effective,  the  ATP  must  work  smoothly  with  private  industry 
and,  like  indust^,  must  be  agile  and  responsive  to  a  rapidly  changing  technologic^ 
frontier.  Operational  activities  include:  soliciting  and  evaluating  proposals;  promot¬ 
ing  a  widespread  understanding  of  the  ATP  and  its  opportumties;  providing  con¬ 
structive  feedback  to  proposers  whose  projects  were  not  selected;  providing  addi¬ 
tion^  support  to  selected  projects,  by  initiating  links  to  related  research  programs, 
for  example;  and  monitoring  the  progress  of  projects. 

Typical  questions  include:  How  well  known  is  the  ATP  in  industry?  Is  industry 
responsive  to  ATP  solicitations?  What  steps  are  taken  to  ensure  high-quality  propos- 
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als  to  the  ATP?  How  thorough  is  the  review  process?  And — very  important — how  do 
the  program’s  immediate  customers — the  companies  the  ATP  works  with — view  it? 

Considering  the  relatively  low  levels  of  funding  in  its  first  three  years  as  a  pilot 
program,  the  ATP  has  engendered  a  particularly  strong  favorable  response  from  in¬ 
dustry.  In  four  competitions,  the  ATP  has  received  nearly  1,000  applications,  per¬ 
formed  more  than  2,000  technical  evaluations  and  more  than  700  business  evalua¬ 
tions  (only  the  highest-scoring  proposals  in  the  technical  evaluation  go  on  to  a  busi¬ 
ness  evaluation),  and  made  awards  to  nearly  90  projects. 

In  addition  to  numerous  talks  and  briefings  by  ATP  personnel  around  the  country, 
four  conferences  have  been  sponsored  to  help  potential  applicants  with  the  fine 
points  of  the  proposal  process.  Oral  “debriefings”  have  been  made  available  to  all 
unsuccessful  applicants. 

The  ATP  sponsors  third-party  studies  of  award  recipients  to  get  customer  feed¬ 
back.  Comments  on  interactions  with  the  ATP  staff  have  been  uniformly  positive. 
For  instance,  the  vice  president  of  a  small  company  stated,  ‘The  personnel  within 
the  ATP  have  been  the  most  responsive  of  any  government  organization  that  I  have 
dealt  with  over  the  years.  This  is  extremely  critical.  The  commercial  markets  in 
technology -related  fields  move  very  fast,  and  a  needless  delay  can  kill  a  promising 
technology  or  leave  it  to  be  taken  over  by  foreign  competition. ’’^[3] 

Profiles  of  applicants,  recipients,  technologies,  and  projects  enable  the  ATP  to  as¬ 
sess  how  well  it  meets  goals  of  reaching  a  broad  spectrum  of  technologies  and  stimu¬ 
lating  private  R&D.  Typical  questions  include:  Can  small  businesses  compete  effec¬ 
tively  for  ATP  awards?  How  does  the  ATP  affect  R&D  trends  in  private  industry? 
What  technolomes  tend  to  receive  the  most  awards?  What  is  the  geographic  dis¬ 
tribution  of  ATP  participants?  How  do  the  ATP  projects  reflect  critical  national  tech¬ 
nology  goals? 

Analyses  of  the  projects  funded  to  date  suggest  that  small  businesses  in  fact  do 
veiy  well  in  the  ATP.  More  than  60  percent  of  all  successful  single  applicants  are 
small  businesses,  and  small  businesses  are  playing  a  critical  role  in  18  of  the  23 
ATP  joint  ventures,  including  leading  six  of  these  projects. 

Profiles  also  suggest  that  the  ATP  has  led — as  desired — to  an  increase  in  joint  re¬ 
search  and  development  ventures  in  private  industry.  In  the  first  four  competitions, 
approximately  125  joint  ventures  involving  over  800  organizations  were  formed  to 
apply  to  the  ATP. 

While  the  ATP  has  demonstrated  considerable  breadth  in  its  pilot  phase,  with 
projects  from  fields  such  as  manufacturing  processes,  medicine,  pollution  abatement, 
transportation,  energy  conservation,  and  even  agricultural  pest  control,  proposals 
have  been  concentrated  in  certain  areas:  information  technologies  (including  elec¬ 
tronics),  advanced  materials,  manufacturing  processes,  and  biotechnology.  ATP 
projects  can  be  found  in  every  subcategory  of  the  “critical  technologies”  list  prepared 
by  the  Office  of  Science  and  Technology  Policy. 

Evaluation  of  industry's  implementation  of  both  the  R&D  and  business  compo¬ 
nents  of  ATP  projects  tracks  how  well  businesses  follow  through  on  the  business 
and  commercialization  strategies  outlined  in  their  ATP  proposals.  NIST  considers 
this  an  important  element,  because  financing  research  for  its  own  sake  is  not  a  goal 
of  the  ATP.  It  also  encourages  the  award  recipient  to  constantly  reevaluate  the  com¬ 
mercial  opportunities  opened  up  by  ATP  research  in  rapidly  chanring  technolo^es, 
and  allows  ATP  managers  to  understand  how  business  strategies  change  as  projects 
evolve. 

ATP  project  managers  collect  the  information  during  quarterly,  year-end,  and  end- 
of-project  reviews.  The  ATP  is  field  testing  a  new,  customizable,  questionnaire  de¬ 
signed  to  gather  more  detailed  data  than  are  now  available.  A  key  goal  is  to  gather 
the  information  in  a  manner  that  allows  for  easy  updating  and  minimizes  the  re¬ 
porting  burden. 

Tracking  short-term  and  intermediate  project  results  provides  an  indication  of  the 
ATP’s  iu'iinediate  effect  on  the  companies  that  participate.  A  number  of  measurable 
short-term  effects  are  expected  to  provide  indicators  of  long-term  economic  success. 
In  addition  to  straightforward  traclung  of  technical  milestones,  these  indicators  in¬ 
clude:  increased  R&D  investment  and  R&D  in  new  areas  leveraged  by  ATP  funds; 
increased  industrial  collaborations  and  strategic  alliances;  strengthened  techno¬ 
logical  infrastructure  (through  the  development  of  new  enabling  technologies);  short¬ 
ened  R&D  cycles;  investment  in  production  capacity;  and  productivity  improve¬ 
ments. 

A  variety  of  tools  are  used  for  these  analyses,  including  data  gathered  by  ATP 
project  managers,  studies  done  by  participating  companies,  and  third-party  reviews 
and  surveys  conducted  as  part  of  the  ATP  evaluation  program. 
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After  four  con^titions,  the  ATP  has  comtmtted  to  $247  million,  leveraging  ap> 
proximately  $268  million  in  industry  investment  in  R&D.  Early  results  from  this 
pilot  phase  of  the  ATP  indicate  that  the  program  is  making  an  impact. 

In  addition  to  the  increase  in  industrial  joint  R&D  ventures  noted  above,  a  third- 
party  survey  of  early  ATP  award  recipients  found  that  the  participants  cited  the 
abilitv  to  pursue  promising  lines  of  research  that  they  otherwise  could  not  have  fol- 
lowedf  as  the  most  important  effect  of  the  ATP.  [3]  Forging  new  relationships  be¬ 
tween  companies,  and  between  companies  and  government  or  academic  labs,  was 
rated  bv  participants  as  the  second  most  important  effect  of  the  ATP. 

Another  thira-party  study  found  that  total  U.S.  R&D  work  on  advanced  tech¬ 
nologies  for  printed- wiring  boards  (PWB’s)  essential  to  all  modem  electronic  devices 
more  than  quadrupled  as  a  result  of  the  ATP.  [4]  As  a  direct  result  of  the  ATP, 
major  research  consortia  have  been  formed  to  pursue  advanced  technolomes  in  mass 
data  storage  and  flat-oanel  displays,  two  technologies  considered  key  to  future  infor¬ 
mation  tecnnologies.  Other  consortia  have  been  funded  in  the  areas  of  biotechnology, 
automated  manufacturing,  and  advanced  materials. 

ATP  participants  also  have  cited  dramatic  reductions  in  development  time  and 
significant  productivity  gains — participants  in  the  PWB  project  estimated  average 
productivity  gains  of  30  percent  in  major  proCTam  areas. 

Long-term  economic  impact  is  the  bottom  line  for  the  ATP,  and  its  measurement 
is  key.  Program  goals  include  increased  U.S.  economic  grow^,  increased  industrial 
competitiveness,  and  creation  of  high-value  jobs.  Measures  of  the  long-run  success 
of  the  ATP  include;  creation  of  new  industries  or  new  industrial  capabilities;  im¬ 
provements  in  manufacturing  costs,  product  quality,  and  time  to  market;  increased 
worldwide  market  share;  job  creation;  and  pnvate  and  social  rates  of  return  on  in¬ 
vestment. 

At  present,  it  is  too  early  to  measure  long-term  impacts.  Several  products  incor¬ 
porating  the  results  of  ATP-supported  research  have  been  introduced  or  are  near 
commercialization.  In  addition,  one  company  has  introduced  ATP  technology  into  a 
manufacturing  process  on  a  pilot  scale,  but  in  general  almost  all  ATP  projects  are 
still  in  the  R&D  phase  of  product  development.  In  most  cases,  it  will  teke  several 
years  before  a  long-term  effects  study  will  be  feasible. 

The  planned  approach  to  these  long-term  studies  is  to  use  microeconomic  case 
studies  to  estimate  specific  benefits  and  costs  of  new  technologies  developed  under 
the  ATP.  This  approach  is  in  line  with  generally  accepted  economic  analysis  tech¬ 
niques.  Specific  projects  and  programs  for  detailed  stuay  will  be  selected  using  sta¬ 
tistical  sampling  techniques. 

The  measurement  of  long-term  economic  impacts  of  the  ATP  requires  three  major 
efforts:  development  of  quantitative  measures  of  the  degree  of  influence  or  effect 
that  the  ATP  nas  on  the  introduction  and  diffusion  of  each  new  technology  it  sup¬ 
ports;  development  of  quantitative  and  qualitative  measures  of  the  influence  or  ef¬ 
fect  of  each  ATP-funded  technology  on  the  economy;  and  estimation  of  private  and 
social  agg^gate  economic  benefits  and  costs  from  each  new  technology  developed 
under  ATP  mnds. 


NIST  Laboratory  Programs 

NIST's  eight  laboratories  serve  all  sectors  of  U.S.  industry  through  tightly  focused 
research  programs  and  services  that  address  industry's  needs  for  measurement  and 
infrastructural  technology.  Industry  traditionally  underinvests  in  the  development 
of  these  infrastructural  technologies  because  they  are  u^d  simultaneously  by  many 
firms  and  typically  are  not  embodied  in  products,  making  it  difficult  for  individual 
firms  and  even  industries  to  recover  R&D  investments.  However,  measurement 
methods,  evaluated  data,  process  models,  interface  standards,  and  other  types  of 
infrastructural  technologies  are  pacing  factors  in  technology  development  and  appli¬ 
cation,  setting  the  upper  limit  on  what  can  be  accomplished  in  the  laboratory  or  on 
the  factory  floor.  i  i. 

As  noted  in  a  recent  report  by  the  Office  of  Technology  Assessment,  NlSTs  lab- 
oratoiy  program  occupies  a  “unique  niche  in  the  nation’s  infrastructure.”  The  report 
also  characterized  the  program's  core  competency  and  preferred  problem-solving  ap¬ 
proach: 

NIST  has  earned  a  worldwide  reputation  for  impartiality  and  technical 
excellence.  Its  competencies  in  metrology — the  science  of  measurement — 
span  a  number  of  disciplines.  The  efficiency  of  solving  a  measurement  prob¬ 
lem  once  at  NIST  and  then  disseminating  the  results  throughout  the  whole 
industry,  rather  than  each  company  penorming  the  job  independently  for 
itself,  provides  outstanding  leverage  for  NIST's  metrological  develop¬ 
ment.  [5] 
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NlSTs  evaluations  of  industry’s  technology  needs  indicate  widespread  demand  for 
enhanced  measurement  capabilities^  and  inaustr/s  own  analyses  concur.  For  exam¬ 
ple,  a  1993  assessment  by  the  Semiconductor  Industry  A^^iation  (SIA)  identified 
unmet  measurement  needs  as  impeding  the  U.S.  semiconductor  industry’s  progress 
toward  accomplishing  critical  technolopr  goals.  SIA  called  on  NIST  for  increas^  as¬ 
sistance,  describing  the  agency  as  the  ^oruy  place  in  the  U.S.  where  the  broad  range 
of  measurements  needed  for  semiconductor  processing  are  routinely  and  systemati¬ 
cally  developed.”  [6] 

Similarly,  the  Council  on  Radiation  Measurements,  which  represents  more  than 
160  U.S.  companies,  asked  NIST  to  improve  the  accuracy  of  measurement  standards 
for  optical  and  infrared  radiation  by  a  factor  of  10.  The  request  was  motivated  by 
the  companies’  desire  to  improve  quality  control  in  a  variety  of  manufacturing  proc¬ 
esses.  The  collaboration  has  produced  a  cryogenic  radiometer  that  is  possibly  the 
most  accurate  in  the  world  and  is  being  tested  in  a  number  of  applications. 

SETTING  LABORATORY  PRIORITIES 

NIST’s  laboratories  set  their  priorities  in  consultation  with  industry  in  accordance 
with  six  guiding  criteria:  the  magnitude  and  immediacy  of  industrial  need;  the  de- 
CTee  of  correspondence  between  a  particular  industrial  need  and  NIST’s  mission  to 
develop  infrastructural  technologies;  the  opportunity  for  NIST  participation  to  make 
a  major  difference;  the  nature  and  size  of  the  anticipated  impact  resulting  from 
NISTa  participation;  NIST’s  capability  to  respond  in  a  timely  fashion  with  a  high- 
quality  solution;  and  the  nature  of  opportunities  afforded  by  recent  advances  in 
science  and  technology. 

NIST’s  laboratories  try  to  anticipate  the  measurement  and  other  infrastiuctural 
technology  needs  of  industiy.  The  ideal  is  to  have  solutions  available  before  prospec¬ 
tive  problems  and  challenges  materialize  as  actual  obstacles  in  product  develop¬ 
ment,  manufacturing,  market  transactions,  or  other  industrial  and  business  activi¬ 
ties.  If  NIST  does  not  respond  early  to  looming  technological  hurdles,  the  effective¬ 
ness  of  its  laboratories  is  diminished.  Therefore,  failures  to  anticipate  major  tech¬ 
nology  needs  also  must  be  taken  into  account  as  the  laboratories’  priority-setting 
performance  is  reviewed. 

In  their  strategic  planning,  the  laboratories  employ  a  variety  of  formal  and  infor¬ 
mal  mechanisms  for  soliciting  industry  input  and  gauging  its  priorities.  Fonnal 
mechanisms  include  NIST-convened  conferences  devoted  to  eliciting  and  synthesiz¬ 
ing  company  and  industry-wide  views  on  key  technical  challenges  and  major  goals 
in  important  technology  areas.  In  1993,  40  priority-setting  conferences  were  con¬ 
vened  to  address  topics  ran^ng  from  “green^  manufacturing  technologies  to  tech¬ 
nical  issues  in  network  security. 

Over  the  past  two  years,  a  series  of  conferences  focused  on  measurement  needs 
arising  from  tightening  dimensional  tolerances  in  manufactured  products  from  inte¬ 
grated  circuits  to  aircraft.  Responding  to  the  needs  voiced  by  representatives  of  the 
$15  billion  U.S.  gear  manufacturing  industry,  NIST  joined  with  the  American  Soci¬ 
ety  of  Mechanical  Enjdneers  and  the  Department  of  Energy’s  Oak  Ridge  Y-12  plant 
to  create  a  NIST/DOE  Center  for  Gear  Metrology  at  the  Y-12  facility.  The  unprece¬ 
dented  interagency  collaboration  is  now  under  way. 

Other  formal  mechanisms  for  assessing  industry  priorities  include  the  agency’s 
Visiting  Committee  on  Advanced  Technology,  an  advisory  body  primarily  composed 
of  industry  representatives.  Industry  also  is  well  r^resented  on  independent  assess¬ 
ment  panels.  Organized  by  the  National  Research  Council,  these  panels  annually  re¬ 
view  the  performance  of  each  NIST  laboratory  and  evaluate  its  short-  and  long-term 
goals. 

Each  laboratory  has  cultivated  strong  working  relationships  with  industrial, 
trade,  and  professional  organizations  in  its  areas  of  technology  concentration.  The 
program  of  NISTs  Building  and  Fire  Research  Laboratory,  for  example,  is  guided 
Dy  a  prioritized  research  agenda  developed  by  volunteer  experts  from  the  building 
and  fire  communities  under  the  auspices  of  the  National  Institute  of  Building 
Sciences.  NIST  personnel  also  participate  actively  in  industry-organized  technolo^- 
planning  exercises.  Recent  examples  include  the  Semiconductor  Industry  Associa¬ 
tion’s  initiative  to  develop  a  comprehensive  technology  road  map  and  the  21st  Cen- 
tujy  Manufacturing  Enterprise  Strategy  Project.  [7] 

The  laboratories  also  solicit  industry  input  through  formal  surveys  and  through 
reviews  of  NIST-prepared  planning  documents  and  needs  assessments.  In  early 
1993,  the  Electronics  and  Electricar  Engineering  Laboratory  issued  a  definitive  as¬ 
sessment  of  measurement  needs  in  nine  fields  of  electronics  technology.  Developed 
in  consultation  with  industry,  the  448-page  document,  “Measurements  for  Competi¬ 
tiveness,”  identifies  high-impact  measurement  capabilities  that  are  widely  needed 
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by  the  U.S.  electronics  industry  but  are  beyond  the  resources  of  individual  compa> 
nies  to  develop.  [8]  It  serves  as  explicit  guidance  for  setting  the  laboratory's  prior¬ 
ities. 

Other  means  of  assessing  industry’s  infrastructural  technology  needs  include;  vis¬ 
its  to  companies;  participation  on  more  than  800  national  anointemational  stand¬ 
ards  committees;  measurement  ‘'round  robins/’  which  provide  a  comparative  basis 
for  assessing  the  current  state  of  measurement  practices  employed  by  industry  and 
for  identifying  key  technical  problems;  joint  demonstrations  and  experiments  to 
identify  problems  and  requirements  for  supporting  technolo^;  regular  researcher- 
to-researcher  interactions;  and  participation  in  consortia,  including  the  13  coopera¬ 
tive  arrangements  organized  by  NIST  and  those  organized  by  other  groups,  such  as 
PDES  Inc.  and  the  Semiconductor  Research  Corp. 

NIST  has  found  it  necessary  to  use  this  complete  set  of  tools  to  determine  indus¬ 
trial  needs.  Workshops,  conferences,  and  surveys  provide  valuable  information  on  an 
industry,  but  this  information  usually  is  not  complete  or  specific  enough  to  be  the 
sole  basis  for  program  planning.  In  turn,  company  visits,  participation  on  standards 
committees,  "round  robins,”  researcher-to-researcher  interactions,  and  participation 
in  consortia  offer  insight  into  specific  companv  needs,  and  thev  afibrd  the  additional 
advantage  of  directly  involving  NIST  researchers,  who  provide  their  peers  from  in¬ 
dustry  with  a  direct  link  to  the  agency’s  programs  and  projects.  Thus,  combining 
information  that  is  specific  to  firms  and  information  that  can  be  gener^ized  to  an 
industry  or  even  ^oups  of  industries  is  necessary  to  develop  a  Wanced  view  of 
challenges  facing  the  private  sector  and  of  the  relative  importance  of  each  challenge. 
To  assure  that  the  proper  balance  has  been  reached,  NIST  publishes  its  planning 
documents  for  review  by  outside  panels  and  by  industry. 

This  planning  process  is  continuous,  involves  most  of  NISTs  professional  staff, 
and  provides  a  wealth  of  useful  information.  In  developing  a  new  program  in  mag¬ 
netic  engineering,  for  example,  staff  of  the  Chemical  Science  and  Technology  Lab¬ 
oratory  solicited  the  views  of  experts  at  more  than  50  companies  and  universities 
to  identify  the  critical  technical  obstacles  perceived  as  impeding  the  development 
and  application  of  new  thin-film  magnetic  materials. 

Another  example  demonstrates  how  this  approach  is  used  in  planning  consortia. 
In  1991,  members  of  the  Materials  Science  and  Engineering  Laboratory  visited  aero¬ 
space  industiy  companies  to  acouire  first-hand  information  on  problems  encountered 
in  the  precision  casting  of  metal  allovs.  Analysis  of  this  information  guided  planning 
for  a  meeting,  co-sponsored  by  the  Aerospace  Industries  Association,  to  explore  the 
merits  of  forming  a  consortium  to  improve  the  precision  casting  process.  A  subse¬ 
quent  meeting,  attended  by  industry,  university,  and  government  representatives, 
resulted  in  a  detailed  technical  research  plan  addressing  issues  in  key  processing 
areas  and  defining  deliverables  in  forms  usable  by  industry.  Subs^uently  refined, 
that  plan  is  now  l^ing  carried  out  by  a  NIST-led  consortium  involving  seven  manu¬ 
facturers,  seven  universities,  and  three  federal  laboratories.  The  effort  is  a  distrib¬ 
uted,  cooperative  undertaking,  with  NIST  and  other  members  performing  in-house 
research  to  accomplish  agreed-upon  tasks  that  will  contribute  to  accomplishing  the 
consortium’s  four  major  objectives. 

NIST’s  iterative  approach  to  planning  and  priority  setting  enables  it  to  respond 
quickly  to  new  developments  and  opportunities.  A  clear  picture  of  industry’s  needs 
also  helps  laboratory  managers  to  determine  when  it  is  appropriate  te  terminate 
programs  and  reallocate  scarce  resources  to  address  new,  higher  priority  problems 
that  have  emerged.  For  instance,  the  Physics  Laboratory  terminated  a  project  to 
provide  reaction-rate  data  for  fusion  reactors  and  reassigned  the  technical  staff  to 
work  on  plasma-processing  issues  relevant  to  semiconductor  manufacturing,  which 
led  to  a  productive  collaboration  with  SEMATECH. 

SHORT-  TO  MEDIUM-TERM  MEASURES  OF  PERFORMANCE 

NIST  laboratories  use  a  variety  of  measures  to  track  .and  evaluate  performance, 
including  the  value  and  utility  of  research  deliverables  and  services.  Customer  feed¬ 
back,  gathered  through  a  variety  of  mechanisms,  is  the  laboratories’  principal  source 
of  evaluative  information. 

Although  each  laboratory  has  its  own  procedures  for  monitoring  performance  and 
technical  progress — and  not  all  of  the  laboratories  use  every  available  tool — all  set 
goEils  for  individual  projects,  determined  on  the  basis  of  perceived  customer  needs 
identified  during  planning  and  priority  setting.  Technical  milestones  are  established 
for  individual  prdects,  and  progress  is  evaluated  internally  on  at  least  a  quarterly 
basis.  Customer  feedback  also  is  analyzed  during  project,  group,  cUvision,  and  lab¬ 
oratory  reviews,  not  only  to  assess  performance  and  rates  of  technical  progress  but 
also  to  identify  changes  in  customer  needs  that  may  warrant  redirecting  laboratory 
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resources.  Besides  their  own  internal  reviews  and  those  conducted  by  NIST  manage¬ 
ment,  all  laboratories  undergo  annual  assessments  by  external  panels  convened  oy 
the  National  Research  Council.  These  assessment  panels  produce  written  evalua¬ 
tions  of  performance,  missions,  and  short-  and  long-term  goals — for  the  laboratory 
overall  and  for  each  division. 

NIST  gathers  information  on  its  primary  “products” — measurements,  standards, 
databases,  process  models,  and  the  other  types  of  deliverables  produced  by  its  lab¬ 
oratory  program.  These  deliverables  usually  take  the  form  of  technical  information 
that  NIST  makes  widely  available  to  U.S.  industry.  Measures  of  the  relevance  and 
value  of  this  information  to  industry  include:  industry  attendance,  comments,  and 
level  of  participation  at  technical  workshops;  number  of  inq^uiries  and  requests  for 
information;  attendance  at  technical  training  sessions  provided  by  NIST  personnel; 
commercialization  of  products  incorporating  the  results  of  NIST  R&D;  and  applica¬ 
tion  of  NIST  R&D  results  to  industnal  processes. 

For  federal  laboratories,  a  widely — and,  perhaps,  overly — reported  process  metric 
is  the  number  of  cooperative  R&D  agreements  (CRADA’s)  that  laboratories  have  en¬ 
tered  into  with  U.S,  businesses.  Because  NIST  has  been  working  with  industry  for 
more  than  90  years,  the  agency  was  Quick  to  embrace  CRADA^s  as  an  additional 
tool  for  working  with  industry.  Across  tne  federal  government,  NIST  has  the  highest 
ratio  of  CRADA’s  per  number  of  technical  staff  and,  by  far,  the  shortest  average 
time  for  processing  agreements.  According  to  “Science”  magazine,  “Only  the  Na¬ 
tional  Institute  of  Standards  and  Technology,  created  to  work  with  the  private  sec¬ 
tor,  appears  to  be  doing  what  Congress  intended.  *  *  *  [Olnly  NIST  appears  to 
have  managed  to  embrace  CRADA’s  without  getting  smothered.”  [9] 

CRADA  tallies,  however,  are  an  incomplete  measure  of  performance — just  as  the 
numbers  of  patents  received  and  licenses  issued  do  not  capture  a  technology  organi¬ 
zation’s  full  technical  output  and  level  of  innovation.  CRADA’s  represent  but  one 
mechanism  for  working  with  and  addressing  the  technology  needs  of  U.S.  industry — 
effective  for  accomplishing  some  technical  objectives,  but  inappropriate  for  others. 
In  fact,  most  forms  of  NIST-provided  technical  assistance  are  non-proprietary  (used 
by  many  firms)  and  are  best  accomplished  without  the  formality  of  a  legal  contract. 

Other  measures  and  information  used  to  assess  industrial  relevance,  performance, 
and  productivity  of  laboratory  activities  include:  level  of  industpr  commitment  to 
NIST  projects  and  consortia  (e.g.,  number  of  participating  companies,  number  of  vis¬ 
iting  researchers  assigned  to  NIST,  value  of  resources  committed);  number  of  guest 
researchers  from  industry;  extent  of  NIST’s  contributions  to  industry’s  voluntary 
standards  (e.g.,  number  of  standards  incorporating  NIST’s  work,  number  of  mem¬ 
berships  on  standards  committees);  number  of  joint  industry-NIST  “round-robins”; 
and  number  of  repeat  customers. 

MEASURES  OF  LONG-TERM  IMPACT 

In  the  early  1980’s,  NIST  initiated  a  series  of  periodic  assessments  of  the  eco¬ 
nomic  impacts  of  NIST  research.  [10-13]  Conducted  by  independent  researchers 
under  contract  to  NIST,  these  third-party  assessments  have  estimated  the  aggregate 
rates  of  return  (also  referred  to  as  social  rates  of  return)  on  work  addressing 
infrastructural  technology  needs  of  industry.  Returns  on  NIST  woik  in  the  six  tech- 
nolo^  areas  evaluated  tnus  far  range  from  63  percent  to  423  percent,  greatly  ex¬ 
ceeding  the  average  rate  of  return  on  private-sector  innovations  and  the  rates  re¬ 
ported  in  the  few  studies  of  other  government  research  programs.  To  economists, 
this  disparity  implies  underinvestment  in  R&D  aimed  at  developing  measurement 
methods  and  other  infrastructural  technolomes. 

An  example  is  NIST’s  work  supporting  the  U.S.  optical  fiber  industry.  [11]  NIST- 
developed  measurement  technologies  served  as  the  basis  for  more  than  20  industry 
standards  that  have  helped  reduce  market  transaction  costs  arising  from  disagree¬ 
ments  between  optical  fiber  manufacturers  and  their  customers.  The  standards  es¬ 
tablished  a  solid  oasis  for  evaluating  the  technical  performance  of  fibers.  The  social 
rate  of  return  was  estimated  to  exceed  400  percent,  and  one  manufacturer  has  cred¬ 
ited  the  standards  with  significantly  expanding  the  size  of  the  market  for  optical 
fibers. 

In  addition  to  the  series  of  case  studies  of  economic  impact,  which  is  continuing, 
NIST  also  is  placing  increased  emphasis  on  tracking  how  companies  and  industries 
use  specific  services  and  the  results  of  specific  R&D  projects.  For  example,  the  Visit¬ 
ing  Committee  on  Advanced  Technology  studied  the  commercialization  of  NIST  in¬ 
novations  that  have  won  “R&D  100  Awards”  in  the  annual  competition  yionsored 
by  “Research  and  Development”  magazine.  Between  1973  and  1990,  NIST  won  71 
R&D  100  Awards;  about  three-fifths  of  the  innovations  (41)  achieved  commercial  im¬ 
pact.  [14]  NIST  also  has  begun  to  prepare  a  series  of  brief  “industrial  impact  state- 
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ments”  that  are  intended  to  capture  the  nature  of  the  laboratories’  assistance  to 
companies  or  industrial  sectors,  induing  resulting  improvements  in  products  or 
services,  processes,  and  market  performance,  as  well  as  jobs  created. 

Manufacturing  Extension  Partnership 

The  Manufacturing  Extension  Partnership,  or  MEP,  is  a  growing  nationwide  net¬ 
work  of  manufacturing  extension  services  Uiat  provides  small  and  medium-sized 
U.S.  manufacturers  with  technical  assistance  as  these  firms  modernize  their  oper¬ 
ations  to  increase  their  competitiveness.  Comprising  the  core  of  the  nation’s  manu¬ 
facturing  base,  the  more  than  370,000  U.S.  manufacturing  establishments  that  em¬ 
ploy  fewer  than  500  people  often  are,  as  characterized  in  a  recent  National  Research 
Council  study,  ’'operating  below  their  potential.  Their  use  of  modem  manufacturing 
equipment,  methodologies,  and  management  practices  is  inadequate  to  ensure  that 
American  manufacturing  will  be  globally  competitive.”  [15] 

A  variety  of  obstacles  hinder  small  and  medium-sized  manufacturers’  moderniza¬ 
tion  efforts.  Those  that  impede  the  adoption  of  appropriate  modem  technology  and 
organizational  methods  include  lack  of  resources  anci  in-house  technical  expertise, 
limited  awareness  of  changing  manufacturing  technology  and  its  applications,  and 
difficulty  in  locating  unbiased  sources  of  information  and  technical  assistance. 
Viewed  from  a  national  perspective,  currently  available  public  and  private  sources 
of  assistance — which  range  from  large  companies*  supplier-improvement  programs 
to  small,  local  industrial  outreach  programs  and  private-sector  consultants — are 
fragmented  and  va^  greatly  in  breadth  and  depth  of  services.  Collectively,  they 
re:>ch  only  a  small  fraction  of  small  and  medium-sized  manufacturers  whose  exist¬ 
ence  is  threatened  by  continued  reliance  on  outdated  technology,  production  tech¬ 
niques,  and  management  practices. 

By  providing  leadership  and  building  a  national  framework  for  the  delivery  of 
manufacturing  extension  services,  NIST’s  MEP  will  organize  a  comprehensive,  yet 
locally  responsive,  system  to  help  small  and  medium-sized  manufacturers  upgrade 
their  equipment,  techniques,  ana  operations.  From  a  base  of  seven  regional  Manu¬ 
facturing  Technology  Centers  (MTC^s),  established  between  1989  and  1992,  the  MEP 
is  planned  to  grow  to  over  100  extension  centers  by  1997.  Linked  by  a  coordinating 
national  infrastructure,  each  center  and  each  partnering  organization  will  be  an 
entry  point  into  an  integrated  network  of  technical  resources,  services,  and  expertise 
on  topics  ranging  from  computer-aided  design  and  manufacturing  to  just-in-time  in- 
ventoiy  methods  to  workforce  training. 

The  evolving  MEP  network  has  several  components:  regional  MTC’s,  or  MTC-like 
service  provioers,  located  in  areas  of  high  manufacturing  density;  Manufacturing 
Outreacn  Centers,  or  MOC’s,  which  serve  areas  of  lower  manufacturing  density,  ei¬ 
ther  as  free-standing  entities  or  as  MTC  satellites;  the  State  Technology  Extension 
Program,  or  STEP,  which  provides  funding  and  technical  support  for  fanning,  im¬ 
plementation,  and  regional  linkages  to  strengthen  industrial  extension  efforts  in  the 
states;  and  “LINKS,”  which  encompasses  the  national  structure  of  communications, 
data  systems,  evaluation,  field-agent  training,  tool  development,  and  linkages  with 
technology  sources. 

NIST’s  MEP  staff  have  played  a  kev  role  in  the  review  and  merit-based  selection 
of  winners  of  deployment  awards  made  under  President  Clinton's  Technology  Rein¬ 
vestment  Project  ('tRP),  which  is  managed  by  the  Defense  Department’s  Advanced 
Research  I^ojects  Agency.  NIST  is  manamng  42  of  the  70  TRP  deployment  activities 
selected  to  date,  and  these  activities  will  be  incorporated  into  the  manufacturing  ex¬ 
tension  network.  Recent  TRP  award  winners  include  22  new  centers  that  will  enable 
NI^  to  accelerate  development  of  the  MEP  network. 

setting  priorities 

Guiding  Principles. — The  design  and  evolution  of  the  national  manufacturing  ex¬ 
tension  network  are  gmded  by  several  basic  principles  that  broadly  define  the 
MEPs  priorities,  operational  and  organizational  philosophies,  scope  of  services  and 
activities,  and  strategic  emphases. 

First,  ail  recipients  of  MEP  funding  are  selected  through  merit-based  competitions 
that  assess  how  fully  each  candidate  satisfies  the  criteria  established  for  each  com¬ 
ponent  of  the  network. 

Second,  service  providers  in  the  MEP  network  tailor  assistance  and  technology  so¬ 
lutions  to  the  neeas  and  constraints  of  client  firms,  including  budgets  and  workforce 
capabilities.  The  providers  are  client-driven,  not  provider-driven. 

Third,  extension  centers  and  other  components  of  the  MEP  network  are  not  sup¬ 
ported  to  perform  manufacturing  R&D,  concentrating  entirely  on  the  diffusion  of  ap¬ 
propriate  technologies  to  speed  industrial  modernization. 


522 


Fourth » the  MEP  is  inclusive,  and  it  prevents  duplication  of  effort  bv  emphasizing 
a  network  design  that  takes  maximum  advantage  of  the  knowledge,  experience,  and 
expei^se  of  a  broad  spectrum  of  existing  organizations. 

This  principle  yields  two  other,  closely  related  characteristics  that  are  key: 

—The  network  is  non-hierarchical.  It  builds  on  CTassroots  proposals  motivated  by 
and  tailored  to  the  needs  of  local  industry  and  allows  local  flexibility  and  inno¬ 
vation  in  addressing  those  needs,  while  providing  the  technical  support  and  re¬ 
sources  of  a  national  infrastructure. 

— The  MEP  does  not  compete  with  private  technical  consultants;  it  recognizes  the 
important  role  that  these  consultants  play  in  helping  small  and  memum-sized 
manufacturers  improve  their  operations.  The  NIST  MTC's  have  developed  con¬ 
structive  relationships  with  private  consultants,  who  can  help  the  centers  ex¬ 
tend  their  leach  and  broaden  the  range  of  technical  assistance  and  eimertise  ac¬ 
cessible  thrcugh  the  MTC’s.  At  the  same  time,  in  many  cases,  MTC  activities 
help  private  consultants  expand  their  reach  by  qualifying  small  manufacturers 
and  helping  them  understand  the  value  of  consulting  services.  To  ensure  a  clear 
understanding  of  this  relationship  and  to  avoid  potential  conflicts,  MEP  staff 
are  now  evaluating  how  private  consultants  serve  small  manufacturers  and 
what  role  the  MTC’s  play  in  that  process. 

Selection  Criteria. — Separate  selection  criteria  have  been  developed  for  each  MEP 
component,  although  there  is  substantial  overlap  because  of  shared  objectives.  All 
centers  and  projects  are  selected  only  after  undergoing  competitive  review.  The  cri¬ 
teria  used  to  evaluate  proposals  for  new  centers  are  representative: 

— Knowledge  of  target  firms:  Comprehensive  understanding  of  an  area’s  manufac¬ 
turing  base,  including  business  size,  industry  types,  product  mix,  and  tech¬ 
nology  requirements. 

— Technology  resources:  Linkages  to  external  sources  of  technology,  including  edu¬ 
cational  institutions,  state  and  regional  technology  transfer  programs,  and  fed¬ 
eral  laboratories. 

— Delivery  mechanisms:  The  staff,  resources,  and  methodolo^  for  effectively  de¬ 
livering  appropriate  manufacturing  technologies  and  techniques  to  local  or  re¬ 
gional  manufacturers,  as  well  as  the  ability  to  form  effective  partnerships  with 
other  organizations  offering  complementing  services  or  resources. 

—Management  and  financial  plan:  An  effective  management  structure,  full-time 
top  management,  additional  sources  of  funds,  and  an  effective  system  of  inter¬ 
nal  evaluation. 


PROGRAM  EVALUATION 

In  preparing  for  the  MEP's  expansion,  staff  members  are  developing  a  strategic 
plan  that  integrates  the  functions  of  each  service-delivery  component  of  the  network 
and  lays  the  methodolo^cal  foundation  for  evaluating  program  performance  and 
measuring  results.  A  national,  standardized  system  of  data  collection  and  evaluation 
will  enable  MEP  staff  to  assess  the  efficiency  and  effectiveness  of  the  entire  net¬ 
work,  each  network  component,  each  type  of  extension  service,  and  each  service  pro¬ 
vider.  The  evaluation  system  will  identify  the  services  most  valued  by  small  and  me¬ 
dium-sized  manufacturers;  characterize  the  types  of  firms  and  industries  that  make 
the  greatest  use  of  manufacturing  extension  services,  as  well  as  those  that  make 
the  least  use  of  services;  prevent  duplication  of  effort;  and  measure  economic  impact 
at  levels  rangir^  from  individual  services  and  centers  to  the  MEP  as  a  whole. 

MecLsures  of  Organizational  Performance. — All  MEP  organizations  are  required  to 
submit  detailed  quarterly  and  annual  reports,  standardized  for  each  of  the  four  com¬ 
ponents  of  the  network,  and  they  undergo  annual  performance  reviews  by  MEP  re¬ 
gional  managers.  At  the  end  of  the  third  year  of  operation,  extension  centers  under¬ 
go  rigorous  evaluations  by  outside  panels  appointed  by  NIST. 

Reported  quarterly  by  each  center,  the  following  types  of  information  help  MEP 
management  to  evaluate  overall  performance  of  the  MEP  organizations  ancf  to  as¬ 
sess  market  penetration  (i.e.,  numoer  of  client  firms  relative  to  the  size  of  the  poten¬ 
tial  client  base),  the  mix  of  services  provided,  the  breadth  and  depth  of  organiza¬ 
tional  link^es,  and  the  ability  of  the  center  to  generate  revenue  to  support  oper¬ 
ations:  staff  composition  and  percentage  of  employees  working  with  clients  in  the 
field;  number  of  establishments  served,  by  size;  ratio  of  the  number  of  technical  as¬ 
sistance  projects  proposed  to  client  companies  to  the  number  initiated;  number  of 
activities  initiated,  by  type  of  activity  (e.g.,  formal  assessment,  technical  assistance 
project,  initial  site  visit,  information  referral),  technical  focus  (e.g.,  control  systems; 
plant  layout;  computer-aided  design,  manufacturing,  or  engineering),  and  size  of 
firm;  number  of  participants  and  number  and  types  of  firms  represented  at  training 
programs  and  other  events;  and  results  of  client  valuation  surveys. 
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Upon  completing  technical  assistance  projects,  the  centers  ask  client  firms  to  as¬ 
sign  values  to  the  services  provided.  Clients  estimate  the  impact  that  the  just-con¬ 
cluded  project  will  have  on  company  performance  over  the  next  12  months. 

Specifically,  firms  are  asked  to  estimate  the  anticipated  impact  of  the  project  on 
sales,  costs,  capital  spending,  inventory  levels,  and  jobs  (number  created  or  saved). 
Although  subjective,  these  measures  provide  center  management  and  personnel 
with  the  means  to  ascertain  levels  ot  customer  satisfaction  and  to  differentiate 
among  clients’  perceptions  of  the  type  and  magnitude  of  benefits  attributable  to  cen¬ 
ter  activities. 

MEP  management  fully  appreciates  the  importance  of  measuring  performance, 
but  it  also  recognizes  the  need  for  flexibility  in  reporting  formats,  particularly  for 
pilot  projects  that  are  testing  experimental  services  and  service-deliveiy  mecha¬ 
nisms.  Overly  rigid  process  and  outcome  measures  could  yield  data  that  provide  lit¬ 
tle  meaningml  information  for  evaluations  of  performance  and  impact  and,  at  the 
same  time,  inhibit  experimentation  and  innovation.  Successful  “LINKS”  and  exten¬ 
sion  enabling  TRP  projects,  for  example,  may  provide  services  that  indirectly  affect 
manufacturers  but  directly  improve  the  quality  and  accessibility  of  information  and 
services  provided  by  extension  centers.  Measures  of  performance  and  results  are 
being  developed  for  these  kinds  of  activities,  with  the  recognition  that  what  gets 
measured  gets  emphasized  and  that  not  all  measures  are  equally  significant  for  all 
types  of  activities  and  MEP  components. 

Measures  of  Economic  Impact. — In  addition  to  evaluating  the  performance  of  each 
extension  center,  NIST  also  measures  each  center’s  specific  impact  on  client  compa¬ 
nies.  In  contrast  to  the  ATP  and  NIST’s  laboratory  programs,  the  MEP  is  expected 
to  generate  economic  benefits  within  a  short  time  span.  Indeed,  MTC  client  firms 
reported  substantial  benefits,  including  cost  savings,  higher  productivity,  and  in¬ 
creased  earnings,  within  the  first  year  of  each  centers  operation. 

Though  necessarily  small  in  scope  because  of  the  limited  scale  of  manufacturing 
extension  efforts  undertaken  thus  far,  the  results  of  analyses — supplemented  by 
case  studies  and  other  anecdotal  evidence — illustrate  the  large  potential  for  signifi¬ 
cant  economic  and  company  benefits.  Cumulatively  valued  and  based  on  self- 

reported  data  from  MTC  client  finns,  company-realized  benefits  from  formal  MTC 
technical  assistance  projects  totaled  an  estimated  $320  million  between  1989  and 
1992,  translating  into  a  return  of  over  $7  on  each  federal  dollar  invested  in  the  cen¬ 
ters.  This  estimate  undervalues  the  impact  of  some  MTC  services,  such  as  seminars 
and  information  referrals.  Many  firms  consider  these  “soft”  services  to  be  very  bene¬ 
ficial,  even  though  their  impact  is  difficult  to  quantify. 

For  the  network’s  individual  extension  centers,  as  well  as  for  the  MEP  as  a  whole, 
the  fundamental  unit  of  analysis  is  and  will  continue  to  be  individual  firms.  On  an 
annual  basis,  the  MTC’s  also  administer  questionnaires  to  ascertain  the  progress 
made  by  client  firms.  One  year  after  the  completion  of  a  technical  assistance  project 
or  other  substantive  interaction  with  a  center,  client  firms  are  asked  to  assess  their 
progress  and  business  health  by  comparing  information  in  key  performance  areas 
one  year  before  and  one  year  after  projects  have  been  completed.  The  before-and- 
after  assessment  considers  three  levels  of  outcomes,  which  will  be  analyzed  in  rela¬ 
tion  to  a  “control”  group. 

Base-level  client  outcomes  serve  as  indicators  of  how  successfully  centers  are  as¬ 
sisting  firms  in  adopting  appropriate  technologies  and  management  practices;  mak¬ 
ing  more  use  of  capital,  labor,  and  materials;  and  improving  response  time  and 
other  key  aspects  of  manufacturing  performance.  These  measures  are:  changes  in 
scrap  rate  (value  of  scrap  per  sales — an  indicator  of  quality  and  of  efficiency  of  ma¬ 
terial  use);  changes  in  computer  use  (percent  of  employees  usine  computers  or  pro¬ 
grammable  machine  controllers  at  least  weekly — an  indicator  of  broadening  applica¬ 
tions  of  computers,  the  essential  element  of  many  new  manufacturing  and  business 
technologies);  and  changes  in  inventory  turns  (ratio  of  sales  to  inventory — an  indica¬ 
tor  of  increasing  throughput,  which  may  be  the  result  of  improved  layout,  schedul¬ 
ing,  and  routing). 

Intermediate-level  client  outcomes  are  designed  to  reflect  changes  that  stem  from 
performance  improvements  at  the  base  level  of  operations,  although  these  changes 
may  take  longer  to  materialize.  These  include:  changes  in  the  ratio  of  sales  per  em¬ 
ployee — an  indicator  of  increased  labor  productivity;  and  changes  in  manufacturing 
lead  time — an  indicator  of  decreased  response  time  to  customer  orders. 

Top-level  client  outcomes  reflect  business  and  employment  gains  traceable,  at 
least  in  part,  to  operational  improvements  captured  by  the  previous  categories  of 
measures.  Among  the  outcomes  measured  are:  change  in  total  sales,  change  in  ex¬ 
port  sales,  change  in  employment,  and  change  in  employee  income  (payroll  per  em¬ 
ployee). 
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Although  these  objective  outcome  measures  may  not  correspond  directly  to  the  ex¬ 
tension  services  provided,  they  are  easily  tracked  by  client  firms,  and  they  have  the 
virtue  of  being  related,  at  least  indirectly,  to  the  substance  and  aims  of  most  service 
activities.  As  they  come  on  line,  all  MEP  service  providers  will  be  required  to  submit 
client  progress  reports  based  on  surveys  to  ascertain  the  performance  of  firms  in  the 
years  before  and  after  completion  of  an  extension  service  activity. 

The  MTC’s  are  currently  collecting  1990  and  1992  data  from  firms  that  th^  as¬ 
sisted  in  1991.  Results  of  client  proCTess  surveys  of  28  firms  assisted  by  the  Great 
Lakes  MTC  in  1991  are  illustrative.  flSJ  For  example,  the  firms  reduced  their  manu¬ 
facturing  lead  times  by  an  average  of  22  percent  and  reported  average  increases  of: 
13  percent  in  sales,  47  percent  in  value  of  exports,  6  percent  in  employment,  17  per¬ 
cent  in  total  payroll,  and  46  percent  in  the  use  of  computers  or  computer-controlled 
equipment  by  employees. 

To  increase  the  value  of  the  data  gathered  in  client  progress  surveys,  the  MEP 
is  developing  a  nationwide  benchmarking  database  on  the  performance  of  up  to 
1,000  plants  to  help  companies  better  understand  their  competitive  position  in  the 
marketplace.  The  database  will  build  on  a  300-client  database  developed  by  the  Mid¬ 
west  MTC  in  Ann  Arbor,  Mich.,  which  now  contains  performance  data  for  five  indus¬ 
tries.  This  will  enable  the  Midwest  MTC  to  provide  benchmarking  service  to  client 
firms  of  other  extension  services.  In  addition,  the  expanded  database  will  be  a  useful 
MEP  management  tool,  enabling  national-level  comparisons  of  the  performance  of 
MEP  clients  with  the  performance  of  “contror’  firms  that  have  not  used  extension 
services. 

Because  the  MEP  is  promoting  measurement  and  evaluation  as  powerful  learning 
and  management  tools,  it  has  asked  the  Modernization  Forum,  which  draws  its 
membership  from  the  centers,  to  develop  a  guide  on  evaluation  and  associated  train¬ 
ing  materials  for  use  by  project  managers  and  manufacturing  extension  field  agents. 
Training  workshops  are  now  being  planned,  with  the  first  scheduled  for  February 
1994. 

Finally,  the  MEP  will  continue  to  sponsor  third-party  reviews  of  the  extension 
network  and  its  components  to  evaluate  their  efiectiveness  and  to  guide  improve¬ 
ments  in  performance,  including  evaluation.  It  already  has  initiated  several  efforts 
to  build  a  common  understanding  of  process  and  outcome  evaluation.  For  example, 
it  has  sponsored  studies  of  evaluation  issues  and  practices  in  industrial  moderniza¬ 
tion  programs,  one  conducted  by  the  Georgia  Institute  of  Technology  and  the  other 
by  Carnegie  Mellon  University.  It  also  requested  a  National  Research  Council  study 
of  barriers  and  opportunities  to  improve  the  manufacturing  performance  of  small 
and  medium-sized  manufacturers.  [15]  Other  steps  taken  to  build  a  national  frame¬ 
work  for  evaluation  include  the  continuing  development  of  taxonomies  for  classifying 
t;^es  of  services,  activities,  and  manufacturing  problems  and  practices  as  well  as 
efforts  to  form  a  national  network  of  evaluators  comprising  federal,  state,  local,  and 
academic  experts. 

Malcolm  Baldrige  National  Quality  Award  Program 

Government-private  sector  partnerships  are  essential  as  the  United  States  re¬ 
sponds  to  economic  challenges.  The  NlST-man^ed  Malcolm  Baldrige  National 
Quality  Award  program  demonstrates  just  how  effective  such  partnerships  can  be. 
Industry  pledged  more  than  $10  million  to  support  the  program  when  it  was 
launched,  and  NIST  coordinates  the  more  than  90  percent  of  program  activities  that 
are  undertaken  by  the  private  sector. 

Established  to  promote  quality  awareness,  to  recognize  quality  achievements  of 
U.S.  companies,  and  to  publicize  successful  quality  strategies,  the  award  is  having 
a  major  effect  in  encouraging  large  numbers  of  U.S.  companies  to  adopt  (mality  im¬ 
provement  strategies — whether  or  not  they  ever  decide  to  compete  for  the  award. 
These  corporate  strategies  are  improving  the  ability  of  U.S.  companies  to  compete 
in  a  more  important  and  larger  contest:  winning  in  the  global  marketplace. 

The  program  recognizes  quality  management  excellence  in  three  categories:  man¬ 
ufacturing,  service,  and  small  businesses.  Up  to  two  awards  can  be  made  in  each 
category.  In  the  six  years  the  award  has  been  given,  the  number  of  winners  has 
ranged  between  two  and  five. 

Although  the  m^or  focus  of  the  award  is  on  results  and  customer  satisfaction,  it 
is  not  given  for  specific  products  or  services.  To  win  the  award,  a  conrmany  must 
have  a  world-class  system  for  managing  its  processes  and  its  people.  The  systeni 
should  ensure  continuous  improvement.  The  assessment  of  individual  companies’ 
performance  rests  with  an  independent  group  of  quality  experts,  selected  almost  en¬ 
tirely  from  the  private  sector.  The  assessment  process  itself  is  an  iterative  one,  in- 
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volving  several  reviews  for  each  applicant  and  providing  comprehensive  feedback  to 
eveiy  company  that  applies. 

SETTING  PRIORITIES 

The  award’s  enabling  legislation  made  it  clear  that  the  program  was  to  extend 
beyond  the  selection  of  individual  companies  for  recognition;  it  was  expected  to  raise 
awareness  and  to  provide  information  and  incentives  for  U.S.  industry  to  become 
more  competitive  in  the  global  marketplace  by  incorporating  proven  qumity  manage¬ 
ment  strategies. 

The  primary  customers  for  this  program  were  clearly  identified  as  U.S.  firms,  and 
NIST’s  priorities  for  this  program  have  been  designed  to  ensure  that  all  U.S.  compa¬ 
nies  were  targets  for  involvement  and  information.  Accordingly,  NIST  has  made 
major  efforts  to  reach  out  to  two  categories  of  companies  that  seemed  to  ^  under¬ 
represented  in  the  early  years  of  the  award  program:  service  sector  and  smaller 
companies. 

NIST’s  first  priority  was  to  create  a  program  that  was  credible  to  quality  experts 
and  business  leaders  and  that  built  up  a  new  private-sector  network  to  do  the  oulk 
of  the  work  in  reviewing  applications.  The  proCTam  also  needed  to  be  financially  via¬ 
ble,  relying  primarily  on  private -sector  contributions  of  time  and  funds.  NIST  also 
assigned  high  priority  to  expanding  that  private-sector  network  to  involve  trade  and 
professional  associations  and  state  and  local  organizations  to  extend  the  reach  of  the 
Baldiige  Award  criteria  and  the  impact  of  lessons  learned  by  companies  using  qual¬ 
ity  management  techniques. 

Now  that  the  award  nas  become  established  and  well  known  in  the  business  com¬ 
munity,  NIST  is  beginning  to  expand  the  program  into  two  areas  of  national  impor¬ 
tance:  health  care  and  education.  NIST,  expects  to  scale  up  these  initial  efforts  and 
to  create  separate  awards  in  these  categories  if  pilot  programs  launched  in  1995  are 
successful  and  develop  strong  involvement  and  support.  In  developing  criteria  for 
the  Baldrise  Award,  NIST  consulted  extensively  with  private-sector  quality  experts 
formally  through  workshops  and  informally  through  many  meetings  and  presen¬ 
tations.  The  criteria  are  refined  after  annual  improvement  meetings  involving 
avyard  judges,  examiners,  and  others  fpm  the  private  sector.  For  example,  the  1994 
criteria  reflect  a  much  greater  emphasis  on  corporate  responsibility  and  citizenship 
and  on  customer-oriented  quality  result's  than  the  criteria  used  in  the  initial  years 
of  the  program.  At  this  same  annual  i.  noting,  the  private-sector  examiners  also  re¬ 
view  the  application  and  selection  process.  Continuous  improvement  is  the  aim  of 
these  regular  reviews  of  the  criteria,  much  as  it  is  a  goal  of  the  entire  award  pro¬ 
gram. 


PROGRAM  EVALUATION 

Just  as  award  applicants  are  required  to  measure  and  show  results  for  their  qual¬ 
ity  management  strategies,  the  award  program  relies  on  a  variety  of  tools  to  evalu¬ 
ate  program  effectiveness  and  to  measure  results. 

A  formal  advisory  committee  to  the  Secretary  of  Commerce  reviews  the  program’s 

Progress.  This  prestigious  group  of  national  quality  experts  from  business  and  aca- 
emia  provides  an  annual  report  to  NIST  and  to  the  Secretary.  Other  annual  re¬ 
views  are  provided  to  NIST  by  the  Panel  of  Judges  (which  makes  final  recommenda¬ 
tions  on  proposed  winners  to  the  NIST  Director)  and  the  Foundation  for  the  Mal¬ 
colm  Balarige  National  Quality  Award — which  has  a  direct  interest  in  ensuring  that 
NIST  manages  the  program  to  make  the  best  possible  use  of  the  funds  provioed  by 
the  foundation.  Moreover,  the  House  Committee  on  Science,  Space  and  Technology, 
which  introduced  the  legislation  establishing  the  award,  conducts  an  annual  over¬ 
sight  hearing  involving  winners  of  the  award,  NIST,  and  outside  experts  to  review 
the  program’s  effectiveness  and  management  issues. 

As  part  of  its  formal  evaluation  process,  the  Panel  of  Judges  has  surveyed  a  sam¬ 
ple  or  quality  award  applicants  to  determine  their  satisfaction  and  to  gain  insights 
into  problems  that  they  may  have  encountered.  The  NIST  Office  of  Quality  Pro¬ 
grams  reviews  the  information  gathered  through  these  two  mechanisms  and  sets 
specific  goals  and  actions  for  improvement.  For  example,  the  survey  of  applicants 
indicated  a  desire  for  more  rapid  feedback  from  the  examiners  on  the  strengths  and 
areas  for  improvement  in  the  companies’  qu.ality  management  efforts;  after  making 
changes  in  the  evaluation  process  and  a  major  effort,  the  turnaround  time  for  feed¬ 
back  reports  was  reduced  substantially  from  the  1991  competition  to  the  recently 
completed  1993  cycle.  Feedback  quality  also  improved  during  this  period. 

Generating  greater  public  awareness  of  qumity  management  strategies  and  the 
opportunity  for  improvement  is  a  major  aim  of  the  award  program,  and  winners  of 
the  award  are  asked  to  provide  detailed  feedback  to  NIST  on  the  conduct  of  the  pub- 
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lie  information  portions  of  the  program.  Meetings  and  surveys  are  conducted  each 
year,  providing  information  that  is  used  to  revise  and  guide  the  program's  informa¬ 
tion  and  outreach  efforts. 

In  addition,  meetings  are  held  with  past  winners  to  review  the  award  program’s 
overall  impact  and  effectiveness  and  to  solicit  ideas  for  changes.  For  example,  in 
July  of  1993,  top-ranking  ^ality  officials  representing  14  of  the  17  companies  that 
had  won  to  date  met  at  NIST  to  provide  that  feedback. 

One  especially  useful  indicator  of  the  program’s  success  is  the  level  of  companies’ 
interest  in  the  award  criteria.  More  than  1  million  copies  of  the  criteria,  which  serve 
as  quality  improvement  sidelines,  have  been  reouested  and  distributed.  They  are 
reproduced  and  used  widely  bv  companies  and  otner  organizations  to  drive  quality 
improvement  in  all  sectors  of  the  economy.  They  serve  as  the  basis  for  approxi¬ 
mately  30  separate  state  and  local  level  awards  for  quality,  and  they  now  are  used 
as  the  model  for  awards  in  Mexico,  Europe,  and  elsewhere  around  the  globe.  An¬ 
other  indicator  of  interest:  more  than  20,000  presentations  have  been  made  on  qual¬ 
ity  improvement  through  the  Baldrige  Award  approach— the  vast  majority  by  award 
winners  or  examiners  trom  the  private  sector. 

Ultimately,  the  program’s  effectiveness  must  be  evaluated  by  the  impact  on  com¬ 
panies’  performance.  Quality  management  is  just  one  of  numerous  factors  that  de¬ 
termine  a  compan/s  financial  performance,  and  quality  improvement  alone  is  no 
guarantee  of  financial  success.  Still,  many  companies  assert  that  their  adoption  of 
quality  management  practices  based  on  the  Baldrige  criteria  have  placed  them  in 
a  better  financial  and  competitive  position. 

Some  measures  of  the  program’s  bottom-line  effectiveness  to  date: 

— ^A  1991  r^ort  from  the  General  Accounting  Office  calls  the  Malcolm  Baldrige 
National  Quality  Award  criteria  “the  most  widely  used  accepted  formal  defini¬ 
tion  of  what  constitutes  a  total  quality  management  company.’’ [19]  On  the  basis 
of  a  survey  of  firms  using  the  criteria,  the  report  concludes  that  “In  nearly  all 
cases,  companies  that  used  total  quality  management  practices  achieved  better 
employee  relations,  higher  productivity,  greater  customer  satisfaction,  increased 
market  share,  and  improved  profitability.” 

— Solectron  Corp.,  a  1991  award  winner,  noted,  “Since  we  applied  for  the  Malcolm 
Baldrige  award  in  1989,  Solectron’s  sales  have  increased  316  percent  and  profit 
has  increased  338  percent  in  3  years.  ♦  ♦  *  We  attribute  our  financial  perform¬ 
ance  a  ^at  deal  to  the  improvement  we  made  through  the  rigorous  examina¬ 
tion  and  feedback  from  the  Baldrige  application  process.” 

— ^According  to  a  “Business  Week”  analysis,  the  three  publicly  traded,  whole  com¬ 
pany  Bai^ge  winners  outperformed  the  Standard  &  Poors  500  from  the  time 
they  won  the  award  through  September  30,  1993,  by  8.6  to  1. 

— ^AT&T’s  Transmission  Systems  Business  Unit  reduced  time  to  market  by  50  per¬ 
cent  in  three  years. 

— Zytec’s  internal  manufacturing  process  yields  improved  fivefold  from  1988  to 
1992,  with  on-time  delivery  up  from  75  percent  to  98  percent  from  1989  to  1992. 

— Motorola  Inc.  considers  the  criteria  for  the  Baldrige  Award  so  important  that 
it  has  mven  its  suppliers  until  1994  to  follow  the  award  criteria  or  risk  losing 
Motorola  as  a  customer  for  their  products. 

The  overall  impact  of  the  program  was  described  in  an  article  in  the  “Harvard 
Business  Review”: 

In  just  four  years,  the  Malcolm  Baldrige  National  Quality  Award  has  be¬ 
come  the  most  important  catalyst  for  transforming  American  business. 
More  than  any  other  initiative,  public  or  private,  it  has  reshaped  managers’ 
thinking  and  behavior.  The  Baldrige  Award  not  only  codifies  the  principles 
of  quality  management  in  clear  and  accessible  language.  It  also  goes  fur¬ 
ther:  it  provides  companies  with  a  comprehensive  framework  for  assessing 
their  progress  toward  the  new  paradigm  of  management  and  such  com¬ 
monly  acknowledged  goals  as  customer  satisfaction  and  increased  employee 
involvement.  [20] 


Summary 

In  the  midst  of  a  new  imperative  to  more  effectively  link  government  and  industry 
in  tackling  technology  challenges,  NIST  recognizes  the  importance  of  clearly  spelling 
out  how  the  agency  sets  priorities,  evaluates  performance,  and  measures  economic 
impact.  This  paper  provioes  a  sn^shot  of  those  processes  today  for  each  of  the  In¬ 
stitute’s  four  msgor  programs.  NIST  seeks  continuous  improvement — to  build  upon 
the  mechanisms  already  in  place,  to  learn  from  others,  and  to  more  vigorously  and 
comprehensively  apply  the  best  of  the  best  evaluation  and  measurement  tools.  Al- 
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ways,  the  end  goal  must  be  to  maximize  the  Institute's  work  with  industry  to  pro¬ 
mote  technology  for  economic  growth.  Comments  on  this  paper  are  encouraged. 

Comments  on  this  paper  should  l>e  directed  to:  Dr.  Arati  PVabhakar,  Director,  Na¬ 
tional  Institute  of  Standards  and  Technology,  Gaithersburg,  Md.  20899-0001.  Fax: 
(301)  869-8972.  Email:  director@micf.nist.gov. 
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Dr.  Prabhakar.  Thank  you. 

The  final  thing  I  would  like  to  touch  on  is  that  we  have  taken 
a  hard  look  at  our  internal  management  approach  and  the  issues 
of  staff  growth  to  go  along  with  this  increase  in  our  budget.  Our 


528 


strata^  is  to  scale  up  with  a  minimum  of  bureaucracy  and  over¬ 
head.  We  really  want  to  focus  on  delivering  value  to  the  industry. 

And  so  if  you  look  at  our  pro^ams  today,  first  of  all  the  Ad¬ 
vanced  Technology  Program  and  the  manufacturing  extension  part¬ 
nership,  of  course,  their  job  is  really  to  fund  activities  that  are  out 
in  the  community,  either  in  the  not-for-profits  that  are  doing  the 
extension  centers,  or  in  industry  in  the  case  of  the  Advanced  Tech¬ 
nology  Pro^am.  So  the  staff  for  those  activities  is  really  quite  lean 
this  year.  ATP  and  manufacturing  extension  together  employ  fewer 
than  100  civil  servants.  With  Malcolm  Baldrige,  similarly,  since  we 
are  really  the  catalyst  activity  that  is  using  a  tremendous  number 
of  private-sector  capabilities,  the  staff  there  is  very  lean,  fewer 
than  30  people. 

It  is,  of  course,  our  laboratories  that  employ  the  bulk  of  our  staff. 
We  are  at  close  to  3,200  staff  members  today.  As  the  funding  in 
our  laboratory  programs  is  strengthened,  we  are  really  increasing 
staff  by  only  a  very  small  percent.  For  example,  in  fiscal  year  1995 
we  plan  on  only  about  a  5 -percent  increase.  And  the  reason  we  are 
able  to  accomplish  the  Jobs  in  this  case  without  a  significant  staff 
increase  is  the  fact  that  for  many  years  in  our  laboratories  we  have 
been  heavily  dependent  on  other  agencies  for  support.  And  as  other 
agency  support  is  declining,  particularly  DOD  support  is  declining, 
we  are  able  to  shift  people  to  these  direct  resources  that  allow  us 
to  be  much  more  directly  responsive  to  the  needs  in  the  industry. 

So  we  have  a  strategy  that,  first  of  all,  focuses  on  minimizing  our 
internal  staff  growth.  Second,  we  recognize,  again,  that  we  are  a 
fairly  small  part  of  the  Government's  technology  community.  We 
think  it  is  critical  to  draw  from  the  much  broader  technology  re¬ 
sources  across  the  Government.  We  have  a  lot  of  deep  ties  that  go 
back  many  years  with  many  other  organizations  in  the  other  lab¬ 
oratories,  and  we  are  trying  to  build  on  that  and  strengthen  that 
today. 

Let  me  just  conclude  by  reiterating  that  we  reco^ize  that  this 
is  an  unprecedented  request  for  NIST,  a  very  significant  request 
for  NIST.  I  think  that  it  is  also  the  case  that  the  need  and  the  op¬ 
portunity  for  this  work  is  also  unprecedented.  The  Secretary  and 
the  President  have  indicated  their  strong  commitment  to  pursuing 
this  path,  the  industry  is  committed. 

And  I  think  we  are  ready  to  go  with  our  proven  approaches  in 
place  at  NIST.  The  fact  that  we  are  asking  the  basic  questions 
about  this  business,  the  fact  that  we  are  manamng  to  really  maxi¬ 
mize  value  that  we  can  deliver  to  industry,  we  believe  that  we  are 
ready  to  step  up  to  the  plate. 

PREPARED  STATEMENT 

Thank  you  very  much,  Mr.  Chairman.  I  would  be  pleased  to  an¬ 
swer  questions  with  Dr.  Good. 

[The  statement  follows:] 

Statement  of  Arati  Prabhakar 

Mr.  Chairman  and  Members  of  the  Subcommittee »  I  welcome  the  opportunity  to 
discuss  the  President’s  fiscal  year  1995  budget  request  for  the  National  Institute  of 
Standards  and  Technology. 

This  year,  the  President  is  requesting  $935  million  in  three  separate  appropria¬ 
tions.  Tnis  amount  is  an  increase  of  $414.8  million  over  the  fiscal  year  1994  appro- 
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priations  of  $520.2  million.  We  are  requesting  $519  million  for  technology  develop¬ 
ment  and  technol(^  transfer  and  outreach;  $316  million  for  our  laboratory  research 
and  services;  and  $100  million  for  facilities  construction  and  renovation. 

At  a  time  when  many  Federal  agency  budgets  are  being  cut  back,  NIST’s  budget 
is  proposed  for  dramatic  increases — and  we  are  prepared  to  put  this  national  invest¬ 
ment  to  best  use  in  promoting  U.S.  economic  growth.  Let  me  put  the  President’s 
proposal  in  context. 

The  Federal  government  now  supports  about  half  of  all  of  the  research  and  devel¬ 
opment  conducted  by  the  United  States,  but  only  a  relatively  small  proportion  of 
that  support  is  directly  aimed  at  benefitting  U.S.  industrial  competitiveness.  Global 
technology  and  market  changes  are  demanding  shifts  in  that  federal  R&D  mix. 

President  Clinton  has  spelled  out  a  clear  approach  for  making  those  changes, 
more  vigorously  supporting  civilian  technology  in  our  post-Cold  War  era.  Commerce 
Secretary  Brown  has  helped  to  guide  that  strategy,  making  technology  one  of  the 
department’s  top  priorities  and  attracting  extraordinary  industry  involvement  and 
support.  That  speaks  volumes  about  how  both  government  and  industry  now  jointly 
view  government  technology  activities. 

Building  on  the  initiative  first  provided  by  Congress,  NIST  is  now  playing  a  much 
more  important  role  in  the  government’s  technology  strategies.  While  the  NiST  com¬ 
ponent  of  the  Federal  R&D  budget  traditionally  has  been  a  very  small  fraction  of 
the  total  investment — less  than  one  percent — this  year  we  have  been  singled  out  for 
the  largest  percentage  growth  of  any  technology  agency. 

As  government  increases  direct  investment  in  civilian  technology,  government 
techncMOgy  activities  still  must  complement  and  support — rather  than  substitute 
for— the  private  sector’s  R&D  activities.  At  NIST,  we  are  guided  by,  and  are  well 
positioned  to  meet,  that  requirement.  That  is  because  NI^s  mission  is  straight¬ 
forward — and  unique.  As  part  of  the  Commerce  Department’s  Technology  Adminis¬ 
tration,  NIST  aims  to  promote  U.S.  economic  growth  by  working  with  industry  to 
develop  and  apply  technology,  measurements  and  standards.  We  do  that  through 
four  major  programs  that  make  up  a  portfolio  of  technolo^-based  tools: 

— a  competitive  Advanced  Tecnnolog)  Program  providing  cost-shared  awards  to 
industry  to  develop  high-risk  technologries  that  can  enable  significant  commer¬ 
cial  advances; 

— a  grassroots  Manufacturing  Extension  Partnership  helping  small  and  medium- 
sized  companies  to  adopt  new  technolomes; 

— a  strong  laboratory  effort  planned  and  implemented  in  cooperation  with  indus¬ 
try  and  focused  on  infrastructural  technologies,  such  as  measurements,  stand¬ 
ards,  evaluated  data,  and  test  methods;  and 

— a  far-reaching  quality  improvement  program  associated  with  the  Malcolm 
Baldrige  National  Quality  Award. 

Let  me  briefly  describe  our  fiscal  year  1995  requests  for  each  of  these  programs. 

ADVANCED  TECHNOLOGY  PROGRAM 

The  Advanced  Technology  Program,  or  ATP,  aims  to  accelerate  commercial  tech¬ 
nology  development.  The  ATP  provides  cost-shared  funding  to  individual  companies 
and  industry-led  joint  ventures  to  develop  the  high-risk,  high-payoff  technolomes 
that  can  enable  significant  commercial  progress.  The  program  seeks  to  build  bridges 
between  basic  research  and  product  development.  It  is  designed  to  help  companies 
to  better  exploit  new  scientific  knowledge  that  demonstrates  technical  feasibility 
and  removes  technical  barriers  to  commercialization.  Just  a  few  years  after  receiv¬ 
ing  the  first  awards  in  1991,  ATP-funded  projects  are  beginning  to  yield  the  tech¬ 
nical  and  business  results  that  promise  large  payoffs  for  U.S.  companies  and  our 
economy. 

Increased  funding  in  fiscal  year  1994  has  allowed  the  ATP  program  to  double  to 
120  the  number  of  awards  expected  to  be  made,  and  to  establish  focused  programs 
in  which  proposals  are  sought  in  specific,  well-defined  program  areas. 

Througn  a  series  of  public  meetings  with  industry,  we  found  widespread  support 
for  the  idea  that  focused  program  competitions  can  help  maximize  the  ATP’s  lever¬ 
age  by  driving  key  strategic  technology  areas.  Between  October  and  December  1993, 
the  U.G.  technical  community  demonstrated  this  potential  by  submitting  more  than 
460  ideas  for  focused  ATP  program  areas. 

The  fiscal  year  1995  request  of  $451  million  (an  increase  of  $250.8  million)  for 
the  ATP  would  put  the  program  more  than  halfway  toward  President  Clinton’s  goal 
of  $750  million  in  ATP  funding  by  1997 — a  level  at  which  it  will  be  a  powerful  na¬ 
tional  program  that  makes  a  meaningful  difference  to  our  industries  rather  than 
being  just  an  effective  pilot  program  that  has  helped  a  limited  number  of  companies. 
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The  fiscal  year  1995  increase  will  allow  the  ATP  to  support  a  total  of  about  10 
focused  program  and  general  award  competitions  resulting  in  about  200  new 
awards.  It  also  will  provide  sufficient  funds  to  continue  to  support  all  active 
multiyear  projects  begun  in  fiscal  year  1994  and  earlier.  By  the  end  of  fiscal  year 
1995>  the  ATr  would  oe  funding  360  active  projects. 

MANUFACTURING  EXTENSION  PARTNERSHIP 

NISTs  Manufacturing  Extension  Partnership,  or  MEP,  is  a  true  grassroots  effort 
to  improve  the  compemveness  of  small  ana  medium-sized  U.S.  manufacturers. 
There  are  more  than  370,000  manufacturers  in  the  United  States  with  fewer  than 
500  employees;  they  account  for  about  95  percent  of  all  U.S.  manufacturers  and 
more  than  76  percent  of  new  manufacturing  jobs.  These  companies  have  a  m^jor 
impact  on  their  local  economies — and  on  our  national  well-being.  But  to  compete 
successfully,  many  of  these  companies  need  to  upgrade  their  use  of  manufacturing 
technology,  and  to  incorporate  world-class  manufacturing  practices.  These  smaller 
firms  often  do  not  have  the  technical  resources  to  identi^,  to  prioritize,  and  to  put 
in  place  many  of  the  manufacturing  improvements  they  ne^  in  order  to  survive  and 
thrive.  That  is  where  the  MEP  can  make  a  difference. 

The  MEP  helps  these  companies  to  adopt  new  technologies  through  manufactur¬ 
ing  technology  centers,  smaller  manufacturing  outreach  centers,  the  State  Tech¬ 
nology  Extension  Program,  and  linking/networlung  technologies  and  programs  that 
interconnect  MEP  participants  into  a  nationwide  system.  That  includes  critical  links 
to  outreach  and  technical  assistance  programs  managed  by  other  Federal  agencies — 
including  the  Departments  of  Energy  and  Labor  as  well  as  the  Environmental  Pro¬ 
tection  Agency,  the  Small  Business  Administration,  and  others.  Client  firms  of 
NISTs  first  seven  centers  reported  $320  million  in  benefits  between  1989  and 
1993 — a  return  of  $7  for  each  federal  dollar  invested  in  the  centers.  A  truly  national 
network  can  have  enormous  impact. 

The  geographic  reach  of  the  MEP  is  expanding  significantly  in  fiscal  year  1994 
with  the  establishment  of  additional  extension  centers  managed  by  NIST  with  fund¬ 
ing  from  the  Defense  Department’s  Technology  Reinvestment  Project,  led  by  the  Ad¬ 
vanced  Research  Prmects  Agency. 

The  fiscal  year  1995  request  of  $61  million  (an  increase  of  $30.7  million)  is  a  vital 
step  in  builaing  a  full-scale  manufacturing  extension  service.  It  brings  the  MEP 
more  than  halfway  toward  the  President’s  goal  of  100  centers  by  1997. 

The  increased  fiscal  year  1995  funding  combined  with  remaining  TRP  funding  will 
bring  the  total  number  of  Manufacturing  Technology  Centers  under  NIST  manage¬ 
ment  to  about  20,  and  the  total  number  of  Manufacturing  Outreach  Centers,  which 
are  smaller  extension  centers,  under  NIST  management  to  about  50.  It  will  substan¬ 
tially  increase  the  availability  of  funding  through  the  State  Technology  Extension 
Program  to  states  that  are  starting  work  to  improve  or  establish  manutacturing  ex¬ 
tension  programs.  The  increase  will  provide  improved  interconnections  with  other 
extension  services  provided  through  other  Federal  agencies,  and  it  will  further  the 
linking  systems  needed  to  form  a  national  MEP  network  for  communications,  data 
sharing,  identification  of  training  resources,  and  intensive  evaluation  efforts. 

LABORATORY  PROGRAMS 

Our  laboratory  programs  have  long  been  recognized  for  their  practical  assistance 
to  industry  and  their  focus  on  infrastructural  technologies  that  support  our  econ¬ 
omy.  The  benefits  from  such  enabling  technologies  typically  spread  across  entire  in¬ 
dustries,  and  the  investments  needed  to  produce  them  cannot  be  recovered  by  indi¬ 
vidual  companies.  But  there  is  a  pent-up  demand  by  industry  for  NIST  research, 
measurement  technologies,  and  services.  While  NIST  has  had  several  decades  of  flat 
or  eroding  budgets,  entire  new  industries — biotechnology  and  computer  networking, 
for  example — have  emerged,  and  the  technical  needs  of  established  industries  also 
have  increased.  We  need  these  increases  to  fill  the  widening  gap  in  our  national 
measurement  infrastructure.  NIST  is  the  only  part  of  our  Nation’s  technology  enter¬ 
prise  that  has  this  measurement  mission  and  capabilities. 

In  fiscal  year  1995,  we  ar.  requesting  $316  million  (an  increase  of  $88  million) 
to  accelerate  NIST  laboratory  work  in  five  key  technical  areas  and  to  open  and  ex¬ 
pand  foreign  markets  for  U.S.  technology.  Building  on  smaller  increases  provided  in 
fiscal  year  1994,  full  funding  of  these  initiatives  will  bring  NIST  more  than  half¬ 
way  toward  the  President’s  goal  of  doubling  the  NIST  laboratory  budget  between 
fiscal  year  1993  and  fiscal  year  1997.  I  urge  you  not  to  overlook  this  less  glamorous 
portion  of  NIl^s  budget  request.  Our  laboratory-based  efforts  provide  the^'nuts  and 
bolts”  research  and  services  that  can  and  do  make  the  difference  between  techno¬ 
logical  promise  and  practical  commercial  products  and  services. 
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Fiscal  year  1996  initiatives  will  support  technology  for  the  national  information 
infrastructure;  advanced  materials  and  processing;  advanced  manufacturing;  bio¬ 
technology;  pos^octoral  fellowships;  environmental  technologies;  and  international 
trade,  standardization,  and  measurement  services.  Our  specific  requested  increases 
include: 

— Nation^  Information  Infrastructure:  $38.3  million  to  accelerate  the  commer¬ 
cialization  of  new  information  technologies  by  enabling  NI^  to  expand  its  R&D 
program  in  areas  related  to  high-performance  computing,  high-speed  network¬ 
ing  for  manufacturing  applications,  and  semiconductor  manufacturing. 

— ^Advanced  Materials  and  Processing:  $16.8  million  to  better  understand  and  con¬ 
trol  materials  so  that  industry  can  bridge  the  gap  between  technologies  and 
processes  that  work  in  the  laboratory  to  use  in  commercial,  hill-scale  production 
system;  this  request  also  will  enable  NIST  to  better  integrate  advanced  mate¬ 
rials  with  design  and  manufacturing  requirements. 

— Advanced  Manufacturing:  $18  million  to  expand  NIST’s  assistance  to  U.S.  in¬ 
dustry  in  the  areas  of  precision  manufacturing,  assembly  and  inspection;  inte¬ 
grated  tools  for  product  and  process  engineering  and  design;  and  advanced  man¬ 
ufacturing  technology  infrastructure. 

— Biotechnology:  $4.25  million  to  develop  biotechnology  modeling  and  the  meas¬ 
urement  and  data  tools  need  to  accelerate  commercialization  of  bioproducts 
through  improved  product  design,  process  optimization,  and  quality  assurance 
for  novel  food  products,  environmental  applications,  human  therapeutics,  and 
sensor  technology. 

—Postdoctoral  Fellowship  ProCTam:  $1  million  to  add  12  new  National  Research 
Council  postdoctoral  fellowships  to  parallel  increases  in  the  Institute’s  labora¬ 
tory  program  and  contribute  to  the  quality  of  NIST  industry-oriented  lab  re¬ 
search. 

— Environmental  Technologies:  $4.95  million  to  advance  the  goals  of  sustainable 
development  by  expanding  NIST  research  on  reference  materials,  databases, 
and  advanced  measurement  technologies  needed  to  reduce  pollution,  conserve 
resources,  and  enhance  international  competitiveness. 

—International  Trade  Standardization  and  Measurement  Services:  $4.7  million  to 
establish  coordinated  and  comprehensive  measurement  services,  information, 
and  standards  programs  to  help  open  and  expand  foreign  markets,  increase  ex¬ 
ports,  and  enhance  U.S.  technology  development  and  commercialization. 

FACILITIES 

The  current  replacement  value  of  NIST's  facilities  is  over  $2  billion.  Most  of  these 
were  constructed  in  the  1960’s  and  1970’s.  It  already  is  impossible  for  the  Institute 
to  provide  some  U.S.  manufacturers  with  essential  services,  such  as  state-of-the-art 
calibrations  urgently  needed  to  maintain  production-line  quality  controls  on  a  par 
with  overseas  competitors.  Lab  controls  that  were  more  than  adequate  when  facili¬ 
ties  were  first  constructed  between  30  and  40  vears  ago  are  inadeouate  for  the  more 
sensitive  work  today.  Power  supplies  are  regularly  interrupted  by  lack  of  system  ca¬ 
pacity  and  local  weather,  resulting  in  costly  delays  and  rework. 

The  Administration  and  Congress  have  endorsed  NIST’s  plan  to  upgrade  its  facili¬ 
ties  through  a  $540  million,  10-year  effort.  During  the  first  2  years,  NIST  was  ap¬ 
propriated  $105  million  for  fiscal  year  1993  and  $62  million  for  fiscal  year  1994.  The 
fiscal  year  1995  request  of  $100  million  is  vital  for  NIST  to  continue  the  facilities 
improvement  program  and  to  carry  out  its  mission  as  the  nation’s  premier  measure¬ 
ment  technology  laboratory. 

MALCOLM  BALDRIGE  NATIONAL  QUALITY  AWARD  PROGRAM 

Quality  goods  and  services  are  at  the  heart  of  any  nation’s  prospects  for  success 
in  the  global  marketplace,  and  the  Malcolm  Baldrige  National  Quality  Award  Pro¬ 
-am  has  been  extraordinarily  successful  in  helping  U.S.  industry  to  meet  the  qual¬ 
ity  challenge.  Well  over  1  million  copies  of  the  Malcolm  Baldrige  National  Quality 
Award  criteria  have  been  distributed  worldwide — just  one  indicator  of  the  program’s 
reach  in  recognizing  and  promoting  improvements  in  quality  management  dy  manu¬ 
facturers,  service  companies,  and  smalt  businesses.  The  award  is  having  a  aramatic 
effect,  making  a  previously  amorphous  concept  both  concrete  and  achievable  for 
thousands  of  U.S.  companies.  That  has  led  to  both  improved  customer  satisfaction 
and  profitability  for  these  firms. 

The  fiscal  year  1995  reouest  of  $6.9  million  (an  increase  of  $4  million)  would  be^n 
a  pilot  program  to  extend  the  benefits  of  the  award  program  to  the  U.S.  education 
ai:d  hedth  care  communities.  Both  of  these  important  sectors  of  our  economy  in- 
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creasingly  realize  that  the  principles  of  quality  improvement  being  practiced  by 
businesses  can  yield  similar  benefits  for  education  and  health  care. 

Pending  a  successful  trial  and  full  support  from  both  sectors,  NIST  would  rec¬ 
ommend  establishment  of  these  two  categories  to  the  Secretaiy  of  Commerce  in  fis¬ 
cal  year  1996.  In  fiscal  year  1994,  we  are  testing  criteria  and  trial  examiner  selec¬ 
tions.  NIST  is  also  worldng  closely  with  the  Departments  of  Education  and  Health 
and  Human  Services  on  this  effort. 

DELIVERING  VALUE  TO  U.S.  INDUSTRY 

The  President  is  asking  Congress  to  make  a  much  larger  investment  in  NISTs 
civilian  technology  programs.  \Ve  are  confident  that  we  can  meet  the  challenge  and 
help  strengthen  the  U.S.  economy.  We  recognize  that  our  programs  must  be  closely 
coupled  to  U.S.  industry’s  goals  and  priorities — and  we  nave  nearly  a  century  of 
proven  interactions  with  industry  to  build  upon.  We  also  have  had  terrific  engage¬ 
ment  with  industry  in  our  newer  programs — the  Advanced  Technology  Program, 
Manufacturing  Extension  Partnership,  and  Malcolm  Baldrige  National  Quality 
Award  program.  In  each,  we  are  beginning  to  see  real  impact. 

SETTING  PRIORITIES  AND  MEASURING  RESULTS 

In  building  our  programs  to  stimulate  civilian  technology  for  economic  growth,  we 
are  charting  a  new  course  for  Federal  R&D.  Two  pivotal  questions  must  guide  our 
efforts.  First,  how  do  we  set  priorities  for  investing  taxpayers’  dollars?  And  second, 
once  the  investments  are  made,  how  do  we  assess  their  impact?  The  short  answer 
is  that  NIST’s  priorities  are  set  and  results  are  measured  on  the  basis  of  benefits 
realized  by  U.S.  industry — industry’s  needs  drive  our  efforts.  I  would  like  to  submit 
for  the  record  a  report  we  recently  produced  that  answers  those  questions  in  more 
detail.  It  was  prepared  to  promote  discussion  and  invite  constructive  criticism  from 
industry,  academia,  government  agencies,  and  others.  The  response — especially  from 
industry — has  been  very  positive. 

SCALING  UP  AND  MANAGING  GROWTH 

We  also  have  addressed  other  critical  management  issues  for  each  of  NIST’s  four 
programs  as  we  scale  them  up  for  national  impact.  Our  strategy  is  to  scale-up  with 
minimum  staff  growth  and  bureaucratic  overhead. 

Both  the  ATP  and  MEP  have  been  pilot  tested  and  designed  from  inception  to  be 
national  in  scope.  Because  the  funds  in  each  program  are  for  activities  performed 
in  the  private  sector,  neither  will  require  large  increases  in  NIST  personnel.  For  fis¬ 
cal  year  1995,  these  programs  will  o^rate  with  a  total  staff  of  about  100. 

NIST  laboratories  have  been  heavily  dependent  on  funding  from  other  government 
agencies.  As  direct  appropriations  increase,  we  will  be  able  to  better  respond  to  in¬ 
dustry  needs  for  infrastructural  technologies  by  reducing  activities  for  other  govern¬ 
ment  agencies.  That  will  enable  NIST  to  better  meet  industry’s  priorities  while  in¬ 
creasing  staff  by  only  about  5  percent  by  fiscal  year  1995. 

Our  Baldrige  Award  program  is  a  veteran  of  scale-up,  moving  from  establishment 
in  late  1987  to  full  operation  the  next  year.  NIST  is  readying  pilot  efforts  that  could 
lead  to  full-fledged  award  programs  for  the  health  care  and  education  communities 
in  1996— once  again,  with  litSe  staff  growth  due  to  the  heavy  involvement  of  the 
private  sector.  This  program  will  operate  with  fewer  than  30  staff  members  in  fiscal 
year  1995. 

A  key  factor  in  successfully  scaling  up  will  be  our  ability  to  closely  coordinate  and 
leverage  our  capabilities  in  &e  other  technology-oriented  Federal  agencies.  We  have 
long-standing  relationships  with  the  Departments  of  Defense  and  Ener^,  NASA, 
and  literally  dozens  of  other  agencies.  In  the  past  year,  as  other  agencies  have  paid 
closer  attention  to  how  their  resources  can  be  brought  to  bear  on  our  civilian  tech¬ 
nology  base,  and  as  the  role  of  the  Commerce  Department,  the  Technolo^  Adminis¬ 
tration  and  NIST  has  been  strengthened,  these  interactions  have  intensified.  We  in¬ 
tend  to  build  on  this  base  of  cooperation,  and  to  work  with  other  agencies  whenever 
it  will  help  us  to  fulfill  our  unique  mission  of  strengthening  U.S.  industry  and  the 
economy  tiirough  ffie  development  and  application  oi  technology,  measurements  and 
standards. 

CONCLUSION 

The  size  of  NISTs  requested  budget  increase  for  fiscal  year  1995  is  unprece¬ 
dented,  especially  at  a  time  when  Federal  spending  must  be  held  tightly  in  check. 
But  the  magnitude  of  U.S.  industr/s  technology  cnallenge  is  also  unprecedented, 
and  the  President  is  committed  to  investing  more  heavily  in  civilian  technology. 
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These  investments  must  be  designed  to  make  a  real  difference  for  U.S.  industry  and 
for  our  economic  strength.  With  a  proven  track  record  of  success,  and  with  explicit 
plans  in  place  to  8cale>up  and  manage  this  CTowth,  NIST’s  fiscal  year  1995  propos¬ 
als  can  provide  exactly  the  kind  of  support  U.S.  industry  needs  in  a  technology-driv¬ 
en  global  economy. 

Mr.  Chairman,  this  concludes  my  statement,  I  will  be  pleased  to  answer  any  ques¬ 
tions  that  you  may  have. 

Senator  Hollings.  Very  good.  I  have  got  just  a  couple  of  ques¬ 
tions,  particularly  on  the  outlays  and  how  that  is  assessed,  particu¬ 
larly  when  you  assess  technology  policy.  And  the  statement  made 
about  science  winning  the  cold  war.  You  know,  science  did  not  win 
the  hot  war,  and  I  do  not  know  whether  science  is  going  to  win  the 
trade  war.  That  element  has  always  got  to  be  foremost  in  your 
mind. 

I  am  superduper  on  technology,  but  I  am  superduper  on  trade. 
And  I  have  seen  it  under  Eisenhower,  who  had  the  task  of  trying 
to  get  the  Northern  textile  industry — and  this  is  now  over  40 
years — we  find  out  that  cloth  manufacture,  through  technology,  is 
only  3  percent  of  cost.  Labor  is  only  3  percent  of  the  cost  of  making 
that  cloth,  so  American  textiles  and  apparel  can  compete,  actually, 
with  slave  labor  in  China  because  of  the  distance  advantage  that 
we  have.  So  that  is  all  right.  So  they  spun  off  from  poor  power. 

We  have  got  a  good  TC^  program  down  there  at  Raleigh.  We 
have  got  another  program  down  there,  you  know,  a  joint  one  with 
Auburn  and  Georgia  Tech,  Clemson,  NC  State — the  National  Tex¬ 
tile  Center.  But  that  technology  has  got  to  be  extended  even  in 
those  less  technologically  adept  industries.  I  see  it  dramatically  in 
my  own  back  yard — in  South  Carolina.  We  never  have  manufac¬ 
tured  an  automobile  in  our  Statens  history,  but  we  will  be  manufac¬ 
turing  BMW’s  2  years  from  now.  Alabama  has  never  manufactured 
a  car,  but  they  will  be  manufacturing  automobiles.  They  did  not  go 
to  Detroit,  and  these  German  entities  who  had  all  the  technology. 

So  there  is  another  element  always  in  your  assessing  that  tech¬ 
nology  and  the  need.  I  would  say  even  at  the  plebeian  industries, 
as  well  as  the  patrician  industries,  it  has  got  to  be  always  kept  in 
mind — because  I  do  not  know  if  science  is  going  to  win  this  trade 
war  unless  we  really  get  a  competitive  trade  policy  to  go  with  it. 

OUTLAY  ESTIMATES 

Dr.  Prabhakar,  the  budget  assumes  NIST  external  programs  will 
outlay  or  spend  out  at  18  percent,  but  the  CBO  says  they  spend 
out  at  32  percent,  and  that  is  the  way  CBO  scores  your  budget, 
with  a  32-percent  payout  or  outlay  rate.  For  the  appropriations  re¬ 
quest  of  $517  million  for  the  Advanced  Technology  Program  and 
manufacturing  centers,  that  outlay  is  $93  million  according  to  you, 
but  CBO  says  oh,  no,  that  will  be  $165  million. 

So  you  two,  just  like  NOAA,  come  with  an  outlay  or  a  budget 
headache  for  this  committee.  We  all  of  a  sudden  have  got  to  find 
$72  million  just  to  do  what  you  want.  So  there  has  got  to  be  better 
coordination  in  outlay  estimates.  I  do  not  know  how  we  are  going 
to  find  that  $72  million  to  really  go  forward,  even  on  this  little  bit 
of  a  program,  compared  to  what  we  have — do  you  have  an  answer 
or  a  suggestion?  Have  you  consulted  with  the  Congressional  Budget 
Office? 
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Dr.  Prabhakar.  Mr.  Chairman,  I  am  aware  that  we  have  a  prob¬ 
lem  and  we  are  still  working  with  CBO  to  see  if  we  can  resolve  it. 
We  have,  I  believe,  very  clear  data  to  support  the  President's  out¬ 
lay  percentage  number,  and  I  hope  that  we  will  be  able  to  resolve 
that,  because  I  do  not  believe  that  their  numbers  support  the  ac¬ 
tual  situation. 


LABORATORY  COOPERATION 

Senator  Hollings.  To  get  right  to  the  point,  I  do  not  believe  nec¬ 
essarily  in  a  fair  share.  I  understand  you  went  out  to  New  Mexico 
to  look  at  the  national  labs  there,  and  the  idea  would  be  not  to  just 
bust  them  up  and  give  everybody  a  certain  amount  of  talent.  It  is 
sort  of  hard  to  correlate  all  that  talent  in  one  place,  but  I  am  a  lit¬ 
tle  jealous,  or  wondering  why  we  cannot  get  more  into  this  pro¬ 
gram. 

That  is  not  your  problem,  that  is  our  problem,  but  what  do  you 
find  in  interagency  coordination?  You  have  done  that  in  defense. 
Senator  Domenici  and  I  review  the  defense  budget  on  Defense  ap¬ 
propriations.  Senator  Domenici  and  I  also  work  on  the  ener^ 
budget,  and  we  work  on  this  commerce  budget.  What  comment  can 
you  make  on  the  coordination,  because  I  understand  you  went  up 
there  and  looked  at  it. 

Senator  DOMENICI.  Mr.  Chairman,  before  she  answers,  might  I 
just  say — first  of  all,  let  me  put  on  the  record  here  while  they  are 
present  and  in  your  presence,  I  really  want  to  tiy  and  help  you  and 
others  make  this  program  work.  OK,  so  let  us  put  that  on  the 
table.  I  am  not  trying  to  take  money  that  NIST  is  getting  and  put 
it  in  the  nuclear  deterrent  laboratories. 

I  went  to  see  NIST  for  a  short  time — I  took  one  of  the  best  lab¬ 
oratory  directors  from  the  DOE  system,  and  we  did  not  spend 
enough  time,  I  can  tell  this  committee — or  that  you  and  I  under¬ 
stand  everything.  But  I  think  I  have  a  feel  for  what  you  have  going 
in  terms  of  science  capability  in-house,  which  obviously  is  not  your 
greatest  strength  in  terms  of  breadth  of  technology  and  science  in 
the  country.  And  I  also  think  I  understand  how  you  are  directly 
trying  to  help  business,  and  it  excites  me. 

I  would  now  say,  Mr.  Chairman,  that  what  I  want  to  try  to  do 
is  to  invite  you  to  come  to  a  laboratory  with  me  in  New  Mexico, 
and  let  us  see  if  we  cannot  get  rid  of  whatever  antagonism  appears 
to  be  there  of  us  versus  them  or  them  versus  us,  because  I  think 
the  country  needs  all  the  science  and  technology  applied  to  busi¬ 
ness  and  cutting-edge  research  for  the  Government  that  we  can 
possibly  put  together. 

I  am  thoroughly  convinced,  from  having  visited  at  length  with 
both  our  laboratories,  in  our  biggest  laboratory,  that  there  need  not 
be  a  conflict.  That,  as  a  matter  of  fact,  there  can  be  some  very,  very 
S3aiergistic  working  together  where  we  get  more  if  you  pick  issues 
where  the  technology  is  matched  up. 

Let  me  just  suggest,  as  an  example,  just  yesterday  in  the  citv  of 
Albuquerque,  Intel  Corp. — which  happens  to  be  located  there,  tneir 
biggest  plant  they  are  building — they  entered  into  a  so-called  re¬ 
search  agreement,  CRADA — which  is  the  only  thing  the  labs  have; 
you  have  direct  grants,  they  have  CRADA's — ^wherein  environ¬ 
mentally  conscious  manufacturing  will  be  pursued,  where  this  lab- 
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oratory  will  match  up  with  Intel  and  see  if  they  cannot  find  ways 
to  make  water  go  furth  t  instead  of  destroying  the  water  they  use. 
Better  wa3^s  to  make  j  end  product  of  manufacturing  the  tremen¬ 
dous  part  of  the  computer  system  that  they  manufacture,  and  see 
if  what  comes  out  is  clean  rather  than  polluted. 

I  would  think  that  NIST  would  be  excited  about  that  also,  even 
though  it  is  not  their  program,  and  I  hope  that  what  we  come  out 
with,  what  you  and  I  can  come  out  with  in  this  committee  is  ways 
to  work  together.  I  never  understood  why  the  Department  of  En¬ 
ergy  went  into  the  South  with  reference  to  the  big  association  that 
represents  the  clothing  makers  and  all  of  that.  I  never  understood 
why  they  did  not  work  it  out  with  you  and  go  down  there  and  do 
it  together,  and  work  it  out  with  NIST. 

But  I  do  not  think  that  ought  to  stand  in  the  way  permanently 
of  us  trying  to  work  together.  I  think  there  is  a  completely  different 
mission,  but  yet  there  are  some  overlaps  that  are  very,  very  impor¬ 
tant  where  we  can  be  very  helpful  to  the  DOE  and  where  NIST  can 
be  extremely  helpful  to  industry. 

I  think  you  know  that  some  of  the  DOE  laboratories,  led,  I  think, 
by  Sandia,  were  doing  a  lot  of  work  in  new  and  exciting  manufac¬ 
turing  technology.  They  happen  to  have  been  manufacturers.  No¬ 
body  knows  that,  but  they  made  certain  of  the  weapons  compo¬ 
nents.  So  Sandia  is  a  cutting-edge  manufacturer  with  robots,  and 
I  think  that  works  into  what  you  are  trying  to  make  flow  into  the 
private  sector. 

So  I  want  to  say,  even  before  I  ask  a  question,  that  I  would  like 
very  much  to  make  sure  that  we  try  to  work  together.  And  I  think 
before  we  are  finished,  you  are  going  to  hear  from  your  Director  at 
NIST  that  she  knows  a  lot  about  those  laboratories  without  having 
visited  them.  She  knew  from  before  because  of  DARPA,  is  that  not 
right? 

Senator  Hollings.  Is  that  right? 

Dr.  Prabhakar.  Yes. 

Senator  Domenici.  And  I  think  she  is  going  to  tell  us  here,  if  we 
have  enough  time,  that  she  finds  no  incompatibility  and  probably 
some  areas  where  we  can  work  together  and  not  waste  money  and 
duplicate  efforts.  So  I  am  very  pleased  with  that  arrangement  and 
I  want  to  be  part  of  making  it  work. 

Senator  HOLLiNGS.  And  I  want  to  be  part  of  making  it  work.  One 
of  the  differences  is  peer  review.  They  came — it  was  not  that  they 
put  me  together  and  everything  else.  They  came  and  presented  the 
program,  and  under  our  program,  which  I  think  is  well  intended 
and  well  provided  for,  of  peer  review,  they  went  up  and  they  could 
not  pass  peer  review. 

And  I  am  glad  of  it  because  it  takes  the  political  pressure  off  of 
me.  Every  time  I  go  over  in  conference  with  the  House,  they  want 
to  write  in  five  more  manufacturing  centers,  at  specific  locations. 
So  we  put  in  peer  review  and  they  go  out  and  they  say,  “Whoopee, 
no  peer  review  out  here.”  We  have  got  a  lot  of  money  and  we  are 
looking  for  something  to  do.  That  was  the  difference. 

Let  Dr.  Prabhakar  tell  us. 

Dr.  Prabhakar.  Thank  you  both  for  your  comments,  because  I 
think  they  are  very  much  on  target.  First  of  all  I  think,  Senator 
Domenici,  your  point  about  complementary  capabilities  is  exactly 
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the  starting  point.  I  think  with  the  programs  that  we  have  at 
NIST,  we  have  some  unique  tools  for  working  with  the  industry. 
Our  laboratory  program  while  it  is  not  a  large  laboratory  capabil¬ 
ity,  is  one  that  has  been  very  focused  on  serving  the  measurement 
needs  in  the  industry. 

And  meanwhile,  as  you  pointed  out,  many  of  the  DOE  labs  and 
other  labs  around  the  country,  in  pursuit  of  their  own  missions, 
have  developed  some  tremendous  technical  capabilities.  So  because 
of  that  we  have,  in  fact,  found  for  many  years  that  we  have  had 
relationships  with  complementary  capabilities  working  together. 

You  mentioned  Intel  as  one  example.  The  NIST  side  of  the  semi¬ 
conductor  story  is,  I  think,  pretty  instructive,  because  it  fits  right 
in.  We  recently  embarked  on  a  path  to  build  up  to  a  $25  million 
level  of  activity  in  semiconductor  metrology,  again  focused  on  the 
measurement  business  which  is  so  critical  for  that  particular  tech¬ 
nology,  a  key  technology  for  our  electronics  industry.  And  I  think 
that  that  is  a  good  example  of  the  kinds  of  skills  that — in  that  case, 
that  Sandia  brings  with  Intel  on  environmentally  focused  manufac¬ 
turing,  all  work  that  is  very  measurement  intensive. 

So  I  think  that  there  are  opportunities  there  in  other  areas  as 
well,  where  we  have  started  to  work  together  on  manufacturing  is¬ 
sues,  on  information  technology  issues,  in  addition  to  the  semi¬ 
conductor  technology  area.  And  I  think  it  is  actually  quite  clear 
how  the  laboratories  can  work  in  conjunction  with  each  other. 

In  our  extramural  programs  we  have  also  had  some  terrific  inter¬ 
actions.  In  manufacturing  extension,  for  example,  I  mentioned  that 
we  view  our  job  as  really  building  that  connection  to  small  manu¬ 
facturers.  We  think  that  there  are  many  many  sources  of  good 
technical  capability  at  our  labs,  but  also  the  other  labs  around  the 
country  and  companies.  And  not  just  technical  sources,  but  also 
places  like  EPA,  places  like  the  Department  of  Labor  and  the  Small 
Business  Administration,  all  of  those  are  organizations  that  we 
have  built  Linkages  with  because  we  think  they  are  valuable  pro¬ 
viders  of  the  kind  of  expertise  that  the  small  manufacturers  need. 

In  particular,  we  have  been  able  to  draw  from  some  of  the  exper¬ 
tise  in  the  DOE  labs,  and  I  think  that  has  been  useful  for  us  in 
doing  our  job  and  useful  to  DOE  in  delivering  their  capabilities  to 
a  community  that  they  had  not  previously  been  able  to  touch. 

In  addition,  more  recently  we  have  been  looking  at  how  we  might 
better  build  strategic  alliances  with  some  of  the  DOE  laboratories* 
capabilities  in  ATP. 

As  you  pointed  out,  Mr.  Chairman,  the  central  tenet  in  that  pro¬ 
gram  is  to  focus  on  industry’s  ideas  and  fund  programs  on  a  com¬ 
petitive  basis.  And,  while  I  think  that  is  the  essence  of  the  program 
and  that  will  always  be  the  core  of  what  we  do,  at  the  same  time 
we  think  that  it  is  going  to  be  very  critical,  again,  to  leverage  the 
other  capabilities  that  are  going  on.  So  as  we  develop  programs  in 
various  areas,  we  are  building  a  dialog  with  the  other  technical  re¬ 
sources,  the  labs  around  the  country,  the  university  base,  the  other 
agencies  in  the  Government,  so  that  we  can  ali^  our  programs 
and,  again,  use  our  relatively  tiny  dollars  to  see  if  we  can  get  the 
leverage  from  a  lot  of  the  other  investments  going  on. 
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Senator  Hollings.  We  are  not  putting  anything  in  NIST  that  we 
already  have  in  these  other  labs,  that  is  the  bottom  line  as  far  as 
we  are  concerned. 

Dr.  Prabhakar.  No;  I  think  it  is  really  a  different  kind  of  activity 
that  can  work  together - 

Senator  Domenici.  And  we  have  to  keep  trying  to  real  hard  to 
make  sure  we  do  that.  I  think  you  are  right. 

Senator  HOLLiNGS.  That  is  right.  You  were  back  there  in  DARPA 
with  Craig  Fields  and  Navy  Secretary  John  Lehman.  We  had  rapid 
acquisition  of  manufactured  parts.  That  technology  was  in  National 
Bureau  of  Standards.  You  took  the  technology  from  there  and  the 
Navy  got  onto  it  and  now  the  Air  Force  is  gung  ho  on  it,  that  pro¬ 
gram  down  there. 

Dr.  Good.  Mr.  Chairman,  I  might  make  one  comment  about  this 
little  discussion.  I  think  that  this  question  about  how  to  leverage 
our  facilities  and  resources,  and  this  whole  industrial  interface  is 
extraordinarily  important.  And  we  really  are  working  very  hard. 
We  have  the  right  people  now,  I  think,  from  DOE  on  this  new  Ci¬ 
vilian  Industrial  Technology  Committee,  and  Dr.  Prabhakar  is  a 
member.  And  if  that  works  as  it  is  supposed  to,  we  are  to  be  in 
a  position  to  begin  to  handle  some  of  the  questions  that  you  all 
have.  And  we  would  like  to  work  with  you  very  closely  on  that,  be¬ 
cause  we  think  that  is  the  way  to  get  it  done,  with  everybody  sit¬ 
ting  around  talking  together  at  the  same  time. 

Senator  Domenici.  Could  you  submit  for  the  record  the  makeup 
of  that  group? 

Dr.  Good.  Yes;  we  would  be  more  than  happy  to  do  that,  because 
this  is  the  way,  I  think,  to  get  at  these  issues  and  to  make  these 
kinds  of  collaborative  efforts  work  much  much  better  than  we  have 
done  in  the  past, 

[The  information  follows:] 

The  Makeup  of  the  CIT  Committee 

One  of  the  NSTC's  nine  committees  is  the  Civilian  Industrial  Technolop^  (CIT) 
Committee  chaired  by  Mary  Good,  Under  Secretary  of  Commerce  for  Technology, 
with  a  co-chair  from  the  White  House  Office  of  Science  and  Technology  Policy  and 
a  vice-chair  from  the  Department  of  Energy.  Membership  on  the  committee  consists 
of  the  following  individuals: 

Chair:  Mary  L.  Good,  Under  Secretary  for  Technology,  DOC. 

Vice-chair:  Martha  Krebs,  Director,  Office  of  Energy  Research,  DOE. 

White  House  co-chair:  Lionel  S.  Johns,  Associate  Director  for  Technolo^  and 
Space,  OSTP;  Arati  Prabhakar,  Director,  NIST,  DOC;  Anita  Jones,  Director,  Defense 
Research  and  Engineering,  DOD;  Gary  Denman,  Director,  ARPA,  DCDD;  Wesley  Har¬ 
ris,  Associate  Administrator  for  Aeronautics,  NASA;  Victor  Reis,  Assistant  Secretary 
for  Defense  ProCTams,  DOE;  Mortimer  Downey,  Deputy  Secretary  of  Transportation; 
Christopher  Edley,  Associate  Director  for  Economics  and  Government,  0MB;  Robert 
Sussman,  Deputy  Administrator,  EPA;  Bo  Cutter,  Deputy  Assistant  to  the  President 
for  Economic  Policy;  Joe  Bordogna,  Assistant  Director  for  Engineering,  NSF;  Robert 
Portman,  Deputy  Assistant  Secretary,  DOL;  and  R.  Dean  Plowman,  Acting  Assist¬ 
ant  S^retary,  UsDA. 

Senator  Domenici.  Mr.  Chairman,  let  me  just  say  the  kind  of 
things  that  cause  me  to  look  with  great  favor  on  this  kind  of  advi¬ 
sory  group.  You  know,  there  is  a  lot  of  comment  about  a  national 
highway,  information  highway,  and  where  are  computers  going  and 
what  are  we  going  to  do  with  supercomputers  and  this  so-called 
real  time  modeling. 
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I  continually  am  amazed  when  I  hear  a  Department — not  you, 
not  you,  at  least  not  at  this  point — a  Department  of  Government 
talk  about  getting  into  the  computer  business  and  starting  some¬ 
thing  up  when  I  visit  Los  Alamos  National  Laboratory,  and  I  un¬ 
derstand  Oak  Ridge  has  a  great  deal  also.  But  when  everybody  in 
the  outside  world  would  say  that  there  is  no  laboratory  of  comput¬ 
ers  and  application  of  supercomputers  comparable  to  Los  Alamos 
that  is  in  the  world,  and  I  know  there  are  people  in  the  audience 
who  know  what  I  am  talking  about. 

I  do  not  find  that  that  capability  is  permeating  the  agencies  and 
department  so  that  they  can  say  let  us  use  it.  So  they  are  out 
there  inviting  businesses  to  use  it,  they  are  inviting  local  govern¬ 
ments  to  use  it,  they  are  inviting  transportation  studies  to  use  it. 
And  that  is  the  kind  of  thing  that  I  believe  you  are  already  willing 
to  do.  But  it  does — you  know,  some  kind  of  group  has  to  decide  to 
make  sure  the  capacities  we  already  have  get  presented,  because 
everybody  would  like  to  build  a  new  system,  right. 

MANUFACTURING  EXTENSION  CENTERS 

Senator  Hollings.  I  understand  you  are  requesting,  Dr. 
Prabhakar,  $20  million  for  the  existing  manufacturing  technology 
centers.  But  you  have  got  also  the  reinvestment  in  manufacturing 
centers  with  Defense,  and  you  would  be  getting  $63  million  from 
the  Department  of  Defense  to  operate  those? 

Dr.  Prabhakar.  Let  us  see.  In  fiscal  year  1996,  during  that  pe¬ 
riod  of  time,  the  TRP  dollars  that  initiated  centers  earlier  are  still 
running,  so  it  is  not  until  the  next  fiscal  year  that  we  need  to  be 
prepared  to  carry  on  work  that  was  initiated  with  TRP  dollars. 

Senator  Rollings.  We  will  be,  then,  looking  at  an  increase. 

Dr.  Prabhakar.  In  1996. 

Senator  Rollings.  In  1996. 

Dr.  Prabhakar.  That  is  the  rollover  year,  in  essence. 

Senator  Rollings.  Well,  are  we  going  to  continue  with  the  regu¬ 
lar  manufacturing  technology  centers  that  work  so  well? 

Dr.  Prabhakar.  Absolutely. 

Senator  Rollings.  Could  we  sustain  some  of  those. 

Dr.  Prabhakar.  The  way  the  TRP  awards  were  structured,  as 
they  are  being  implemented  even  as  we  speak  today,  is  to  have 
TRP  pay  for  the  initial  years  of  operation,  at  which  point  there  is 
an  evaluation.  And  if  they  are,  in  fact,  suitable  to  continue  under 
NIST  funding,  they  roll  over.  So  we  are  planning  to  have  a  fairly 
seamless  transition. 


cbo/omb  disparity 

Senator  Rollings.  Go  right  along. 

Senator  Domenici.  We  are  surely  running  out  of  time.  I  do  not 
want  to  keep  anybody  an  extraordinary  amount  of  time,  but  let  me 
talk  about  the  CBO/OMB  disparity.  Frankly,  you  are  aware  and 
have  indicated  already  that  this — the  resolution  of  this  issue  is 
very  important. 

Dr.  Prabhakar.  Yes. 

Senator  Domenici.  But  I  think  there  is  another  issue  that  relates 
to  these  large  differences  in  estimates.  If  this  issue  is  due  primarily 
to  slower  obligation  of  funds  by  NIST,  then  it  would  seem  to  me 
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that  you  would  have  some  living  proof  of  that  by  way  of  unobli¬ 
gated  balances  for  thii  Advanced  Technology  Program.  And  if  that 
is  the  case,  how  much  of  this  will  carry  forward  into  the  1995  budg¬ 
et?  I  think  there  is  quite  a  bit  and  it  will — when  we  know  more 
about  that,  we  will  know  whut  the  scope  of  the  program  will  be  if 
we  are  unable  to  obligate  all  the  new  money  because  of  differences 
in  numbers,  the  differences  in  estimates.  . 

Dr.  Good.  Yes;  let  me  just  make  a  comment  about  that.  The 
chief  financial  officer  for  the  Department  of  Commerce  is  working 
really  very  closely  with  the  Congressional  Budget  Office  right  now, 
to  try  to  understand  where  the  discrepancies  occurred  and  why, 
and  we  ought  to  be  able  to  have  some  answers  to  those  questions 
relatively  soon. 

Senator  Domenici.  Mr.  Chairman,  I  just  note  that — I  think  we 
already  know  that  $215.7  million  is  our  current  ATP  unobligated 
balance,  which  means  that  that  is  available  to  apply  to  the  same 
kind  of  programs  we  are  asking  for  more  money  for. 

Dr.  Prabhakar.  I  wmild  like  to  make  sure  that  is  very  clear. 
Those  dollars  are  unobligated  today.  I  believe  you  have  got  the  cor¬ 
rect  information.  But  what  is  in  place — what  we  are  executing 
today  is  a  process  of  competitions  that  will  result  in  awards  being 
announced  at  the  end  of  this  fiscal  year.  So  while  the  obligation 
has  not  yet  occurred,  the  process  is  under\vay  and  the  plans  are  in 
place  for  those  dollars  to  be  obligated. 

Senator  Domenici.  I  am  not  urging  you  to  do  it  fast  so  as  to  use 
it  at  all,  but  I  am  just  raising  the  point. 

Dr.  Good.  But  on  the  other  hand  we  do  need  to  do  it  in  an  appro¬ 
priate  manner  because  we  have  promised  the  industry  we  are  going 
to  do  this  in  a  rational  way,  so  we  do  need  to  roll  it  out. 

Senator  Domenici.  Now,  let  me  just,  for  the  record,  state  my 
view  on  all  of  this  grant  program  and  the  centers  for  manufactur¬ 
ing.  I  want  to  urge — and  I  think  I  do  this  all  the  time,  every  time 
we  have  a  hearing — that  you  try  diligently  to  get  all  politics  out  of 
these  grants  and  these  centers,  the  establishment  of  these  centers. 
Dr.  Prabhakar.  Yes. 

Senator  Domenici,  I  mean,  if  we  are  going  to  make  it,  I  think 
we  are  going  to  make  it  together  up  here.  And  I  do  not  thinlt^en- 
ator  Rollings  did  this  because  somebody  will  have  a  preference,  be¬ 
cause  they  are  a  Democrat,  in  getting  one  of  their  businesses  to  get 
one  of  these  grants.  I  think  that  seeing  how  everybody  is  poised  to 
say  this  is  industrial  policy,  I  think  the  worst  thing  we  need  is 
three  or  four  of  them  coming  out  as  that  kind  of  approach. 

Senator  Rollings.  None  of  them. 

Senator  Domenici.  No;  I  agree.  I  said  if  they  did. 

Senator  Rollings.  That  would  have  been  dead.  It  would  have 
been  dead. 

Senator  Domenici.  That  was  the  debate  on  the  floor. 

Dr.  Good.  Senator,  the  two  of  us  could  not  agree  with  you  more. 

Senator  Rollings.  That  is  right. 

Dr.  Prabhakar.  We  really  appreciate  your  support  because  it  is 
going  to  be  very  important  to  continue  to  get  that  message  from 
both  sides. 


640 


QUALITY  CURRICULUM 

Senator  Domenici.  Senator  Rollings  has  agreed  to  carry  to  con¬ 
ference  an  interesting  little  amendment  that  I  have  offered  on  the 
Baldrige  Award.  It  seems  to  me  that  the  missing  link  in  awarding 
Baldrige-type  awards  is  an  award  to  universities  that  would  gear 
their  business  school  and  economic  school  strategy  to  quality,  so 
that  they  would  have  a  curriculum  that  moves  them  in  the  direc¬ 
tion  of  quality,  thus  competing  for  a  Baldrige  Award. 

I  would  appreciate  it  if  you  would  look  at  that  so  that  when  he 
goes  to  conference  you  might  have  a  letter  or  something  stating 
that  this  might  be  a  very  good  approach  to  getting  the  executives 
out  of  our  universities  with  quality  curriculum.  Now,  it  is  not 
whether  that  university  is  a  quality  university,  but  rather  when 
the  curriculum  and  what  they  are  teaching  the  students  is  moving 
to  an  education  on  quality  in  manufacturing. 

Dr.  Prabhakar.  We  would  be  pleased  to  look  at  that. 

Senator  Domenici.  Would  you  look  at  that? 

Dr.  Prabhakar.  Yes, 


QUALITY  PROGRAM 

Senator  ROLLINGS.  On  that,  a  $4.1  million  increase,  why? 

Dr.  Prabhakar.  I  am  sori^,  is  this  on  the  Baldrige  program? 

Senator  Rollings.  $4.1  million  increase  in  the  Baldrige  Award. 
Yes;  you  have  jumped  up  from  $2.8  million  to  $6.9  million. 

Dr.  Prabhakar.  This  is  to  look  at  the  new  categories  of  health 
care  and  education.  The  Secretary  has  asked  us  to  investigate 
whether  those  could  be  turned  into  new  Baldrige  Award  categories. 
We  have  started  working  with  both  of  those  communities. 

Senator  Rollings.  Because  it  has  got  to  be  with  the  technology. 
We  do  not  want  to  get  it  to  the  Secretary  of  Education’s  backyard. 

Dr.  Prabhakar.  I  think  the  issue  here  is  to  recognize  that  the 
manufacturing  community  has  created  a  quality  methodology  that 
could  have  tremendous  implications  in  these  other  areas.  We  have 
gotten,  in  fact,  a  tremendous  interest  from  the  other  departments 
that  are  in  those  areas,  so  that  connection  I  think  is  being  built. 

Senator  Domenici.  You  know  what  you  might  want  to  do — and 
there  may  be  others,  but  some  work  that  Senator  Bingaham  and 
I  did  has  caused  New  Mexico  to  now  be  a  State  that  is  trying  to 
be  a  quality  State,  which  means  we  are  trying  to  make  our  health 
delivery  system  subject  to  quality  performance  reviews.  I  do  not 
know  how  long  it  is  going  to  take,  but  it  is  a  big  program  and  a 
lot  of  interest  has  developed. 

Dr.  Prabhakar.  We  will  make  sure  that  our  folks  are  looking  at 
that. 


manufacturing  extension  partnership 

Senator  Domenici.  I  am  going  to  skip  this  question  and  just  ^ve 
it  to  you  to  be  answered.  Manufacturing  extension  partnerships, 
could  I  just  ask  in  that  regard,  you  want  an  increase  from  $30  to 
$61  million.  This  is  intended  to  strengthen  competitiveness  of 
small-  and  medium-sized  companies. 

Dr.  Prabhakar.  That  is  correct. 
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Senator  Domenici.  Which  I  think  is  a  ^at  pro^am.  According 
to  the  budget  submission,  you  have  est^lished  links  with  other 
Federal  agencies  to  avoid  duplication. 

Dr.  Prabhakar.  Absolutely. 

Senator  Domenici.  And  to  create  accessibility.  This  states  that 
NIST  has  agreements  with  the  Department  of  Energy  labs  at 
Sandia,  and  Y-12  at  Oak  Ridge,  would  you  supply  us,  for  the 
record,  the  nature  of  the  agreement  with  Sandia  and  Y-12  at  Oak 
Ridge? 

Dr.  Prabhakar.  We  would  be  pleased  to. 

[The  information  follows:] 

Agreements  with  Sandia  and  Y-12  at  Oak  Ridge 

There  are  a  number  of  elements  in  place  between  NIST  and  Sandia  and  Y-12, 
and  NIST  is  working  actively  to  develop  further  linkages  to  DOE  technology 
sources.  The  California  Manufacturing  Technology  Center  has  a  formal  agreement 
with  Sandia  to  make  use  of  their  technology  in  serving  client  firms,  and  they  use 
interactive  videoconferencing,  as  well  as  more  traditional  means,  to  provide  this 
service.  In  addition,  NIST  manages  two  TRP  cooperative  agreements  with  Sandia. 
One  addresses  the  enerj^  and  environment  needs  of  small  comoanies,  and  the  other 
is  a  pilot  project  to  define  techniques  for  making  internal  tecnnology  more  visible 
and  accessible  throughout  the  Manufacturing  Extension  Partnership  network. 

NIST  has  formal  agreements  with  Y-12  to  cooperate  in  the  development  and  dis¬ 
semination  of  Best  Manufacturing  Practices  ana  to  assist  Y-12  in  definition  of  a 
shared  manufacturing  facility/service  center  for  small  manufacturers  tied  into  the 
Tennessee  industiial  extension  system.  Y-12  has  provided  technology  assistance  to 
manufacturers  in  the  Southeast  in  cooperation  with  the  Southeast  Manufacturing 
Technology  Center.  NIST  is  managing  a  TRP  cooperative  agreement  with  Y-12  and 
the  Great  Lakes  MTC  for  development  of  client  tracking  systems  for  the  Manufac¬ 
turing  Extension  Partnership  network.  Y-12  also  has  placed  several  professional 
staff  members  at  NIST  as  visiting  staff  for  the  Manufacturing  Extension  Partner¬ 
ship  to  further  develop  cooperative  means  for  utilizing  available  technology  from 
DOE  facilities. 

At  the  Departmental  level,  a  DOC-DOE  agreement  is  under  development  which 
will  significantly  ease  the  procedural  burdens  imposed  on  small  companies  seeking 
assistance  from  DOE  facilities  in  connection  with  NIST  manufacturing  extension 
centers. 

Senator  DOMENICI.  And  also  if  you  have  any  suggestions  of  any- 
thing  we  can  do  to  make  that  an  easier  flow  in  terms  of  the  ar¬ 
rangement,  whether  it  is  in  this  subcommittee  or  Energy  and 
Water. 

Dr.  Prabhak.\r.  Thank  you. 

ADVANCED  TECHNOLOGY  PROGRAM 

Senator  Domenici.  Individual  grants  for  technology,  this  is  the 
one  that  will  really  go  up,  right,  $200  million  to  $451? 

Dr.  Gk)OD.  That  is  right. 

Senator  Domenici.  I  think  I  would  like  to  know  for  the  record 
how  much  of  that  new  money  is  required  to  continue  to  support 
grants  made  prior  to  fiscal  year  1995. 

Dr.  Prabhakar.  We  will  get  you  that. 

[The  information  follows:] 

Funding  of  Prior  Year  ATP  Granis 

The  exact  amount  of  funding  required  for  the  out-years  of  grants  made  prior  to 
fiscal  year  1995  cannot  be  deteimined  until  all  of  the  fiscal  year  1994  awards  are 
select^.  However,  the  ATP  has  developed  budget  estimates  that  project  that  ap¬ 
proximately  $265  million  will  be  needed  to  support  the  out-years  of  grants  made 
prior  to  fiscal  year  1995.  This  amount  excludes  other  expenses  such  as  administra- 
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tive  costs,  Small  Business  Innovative  Research  Program  set  aside,  and  intramural 
research  funds. 

Senator  DOMENICI.  I  think  that  is  going  to  be  important  year 
after  year,  so  that  we  know  whether  they  are  3-year  commitments. 

Dr  Prabhakar.  That  is  right. 

Senator  Domenici.  And  then  the  size  of  those  individual  grants. 
Can  you  tell  us  now,  what  are  they  going  to  be? 

Dr.  Prabhakar.  Grants  in  the  past  have  covered  a  fairly  wide 
range.  The  largest  is  a  total — I  am  sor^,  let  me  get  you  the  num¬ 
bers  for  the  record,  but  roughly  1  million  per  year  is  the  average 
size,  I  think. 

[The  information  follows:] 

Size  of  ATP  Grants 

The  size  of  individual  grants  cannot  be  determined  until  the  individual  projects 
are  selected.  The  ATP  enabling  legislation  requires  that  all  single  company  awards 
must  be  under  $2  million  and  not  exceed  three  years.  Joint  ventures  can  be  funded 
up  to  five  years,  but  there  is  no  limit  on  the  amount  of  funding.  Based  on  the  past 
four  general  competitions,  ATP  single  company  awards  are  likely  to  average  about 
$1.5  million  over  two  to  three  years.  Joint  venture  awards  are  likely  to  average 
about  $7  to  $8  million  over  about  four  years.  With  the  introduction  of  program  com¬ 
petitions  in  fiscal  year  1994,  it  is  possible  that  a  greater  number  of  joint  ventures 
will  form  vo  apply  for  those  competitions.  If  a  greater  percentage  of  joint  ventures 
receive  future  awards  (in  the  past,  23  of  89  awards  have  gone  to  joint  ventures), 
then  the  average  size  of  an  award  will  increase  accordingly. 

Senator  Domenici.  The  average  size  of  the  grant. 

Dr.  Prabhakar.  Yes. 

Senator  Domenici.  Do  they  match  50-50? 

Dr.  Prabhakar.  The  matching  requirement  is  different  for  single 
companies  or  joint  ventures,  but  in  each  case  there  is  some  sub¬ 
stantial  cost  sharing.  But  if  you  look  at  the  whole  portfolio  of  our 
activities,  it  is  better  than  50-50  cost  sharing. 

laboratory  program 

Senator  Domenici.  I  notice  in  your  internal  programs,  materials 
science  and  engineering,  a  $16  million,  almost  $17  million  increase. 
Computer  systems,  a  $38  million  increase.  Now,  are  those  going  to 
be  looked  at  in  terms  of  what  is  already  being  done? 

Dr.  Prabhakar.  Absolutely.  That  is  considered  in  all  of  our  inter¬ 
nal  laboratory  activities.  For  example,  in  the  computing  area  we 
are  very  focused  on  the  interoperability  issues,  how  you  create  the 
interoperable  manufacturing  tools.  Again,  NIST  lives  and  breathes 
infrastructural  technology. 

international  cooperation 

Senator  Domenici.  I  am  going  to  submit  one  more  and  then  give 
you  one  further  observation.  I  went  through  about  6  months  of  ef¬ 
fort  to  ti-y  to  get  a  program  that  the  Congress  authorized  which 
said  the  scientists  at  all  of  the  DOE  labs — not  the  two  in  my  State, 
but  all  of  them  should  work  in  harmony  with  Soviet  nuclear  sci¬ 
entists  w'ho  would  thus  be  working  together  on  civilian,  rather  than 
military,  science  and  technology. 

And  we  found  that  the  Soviet  scientists  really  liked  to  work  with 
the  laboratories  that  used  to  be  their  nemesis  because  they  see 
some  great  spirit  of  equality  and  recognition.  And  we  have  inserted 
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in  that  program  an  item  for  an  American  business  to  get  involved, 
and  what  we  Eire  trying  to  do  is  pick  projects  in  the  Soviet  Union 
and  Russia  and  Ukraine  with  the  joint  science  teams,  and  work 
with  business  to  move  the  technology  out  of  the  nuclear  labora¬ 
tories  of  the  Soviet  Union  into  the  marketplace. 

I  have  a  hunch  that  that  kind  of  proCTam  deserves  to  be  under¬ 
stood  by  you  all  so  that  it  is  not  just  a  State  Department-DOE  pro¬ 
gram.  I  am  just  asking  if  you  might,  in  due  course,  seek  to  view 
that  with  DOE  and  see  where  you  might  fit.  You  may  find  that  you 
are  doing  some  work  over  there  that,  if  you  do  them  together — this 
is  a  $35  million  program  for  all  DOE’s  10  labs,  and  a  lot  of  the 
money  would  be  spent  with  Soviet  scientists,  but  then  there  is  an 
industrial  team  of  American  business  that  will  pick  projects  that 
make  sense  for  technology  evolution,  and  I  think  you  all  might 
want  to  look  at  that  with  them. 

Dr.  Prabhakar.  We  would  welcome  a  chance  to  look  at  it. 

Senator  Domenici.  Would  you  give  a  report  to  the  committee 
after  you  have  done  it? 

Dr.  Prabhakar.  We  would  be  pleased  to. 

ADDITIONAL  COMMITTEE  QUESTIONS 

Senator  Domenici.  Thank  you,  Mr.  Chairman. 

Senator  Holdings.  We  will  leave  the  record  open  for  further 
questions,  and  we  thank  Secretary  Good  and  Dr.  Prabhakar,  both 
of  you  here  today. 

[The  following  questions  were  not  asked  at  the  hearing,  but  were 
submitted  to  the  Administration  for  response  subsequent  to  the 
hearing:] 


Questions  Submitted  By  Senator  Ernest  F.  Rollings 

FEDERAL  R&D— DR.  GOOD’S  ASSESSMENT 

Question.  Dr.  Good,  you’ve  had  an  outstanding  career  in  the  private  sector  and 
now  about  seven  or  eignt  months  to  review  federal  R&D  programs  from  inside  gov¬ 
ernment.  As  you  point  out  in  your  testimony,  the  Technolo^  Administration— in¬ 
cluding  NIST — ^makes  up  only  1.3  percent  of  tne  federal  R&D  budget. 

Where  do  you  think  we  should  be  cutting  back  and  adding  to  Federal  R&D  ef¬ 
forts?  Are  there  areas  in  NIST  that  you  think  we  should  be  reducing  or  redirecting? 

Answer.  NIST  management  carefully  reviews  its  laboratory  programs  and  will  re¬ 
allocate  part  of  its  STRS  appropriation  each  year  if  necessary.  Federal  R&D  efforts 
are  currently  being  reviewed  by  the  President’s  National  Science  and  Technology 
Council  (NSTC).  The  NSTC  review  is  part  of  the  process  for  reviewing  fiscal  year 
1996  Federal  R&D  efforts  and  will  provide  input  in  the  fiscal  year  1996  budget  proc¬ 
ess.  This  will  include  a  review  of  NIST's  R&D  efforts,  including  NISTs.  Particular 
attention  is  being  paid  to  the  programs  developed  to  support  the  civilian  industrial 
infrastructure  and  the  new  initiatives  endorsed  by  the  Civilian  Industrial  Tech¬ 
nology  Committee  of  the  NSTC  including:  automotive  technologies,  manufacturing 
for  volume  electronics  production,  manufacturing  infrastructure,  industrial  mate¬ 
rials,  environmental  technologies,  and  construction  technologies. 

Question,  Dr.  Prabhakar,  you  worked  in  the  Advanced  Research  Programs  Agency 
for  several  years.  How  does  NIST  contrast  and  compare  with  that  agency? 

Answer.  NIST  and  ARPA  are  agencies  with  different  missions  ana  different  mech¬ 
anisms  for  accomplishing  their  missions.  NIST’s  mission  focusses  on  economic 
growth  and  assistance  to  industry  and  the  entire  technical  community.  NIST  pro¬ 
vides  assistance  to  industry  through  four  m£gor  programs — its  scientific  and  tech¬ 
nical  laboratories  which  focus  on  technical  activities  ranging  from  electronics  to  con¬ 
struction;  the  Manufacturing  Extension  Partnership  which  provides  technical  exper¬ 
tise  to  small-  and  medium-sized  manufacturers;  the  Quality  Office  which  manages 
the  Baldrige  Award,  and  the  Advanced  Technology  Program  (ATP)  which  funds 
high-risk  and  enabling  technologies  in  companies  on  a  cost-shared  basis.  ARPA,  as 
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part  of  the  Department  of  Defense,  has  a  mission  centered  on  national  security 
wMch  it  carries  out  by  funding  research  and  development  in  companies,  univer¬ 
sities,  and  other  labs.  Its  mechanisms  are  most  similar  to  ATP  at  NIST,  although 
there  are  key  differences  even  here  because  ATP  relies  heavily  on  maximizing  in- 
dust^  participation  in  developing  and  defining  projects  and  programs. 

WiUi  the  strong  emphasis  on  dual-use  technolomes  in  Defense  R&D,  ARPA  and 
NIST  often  share  interests  in  such  areas  as  manuiacturing,  information  technology, 
materials,  and  electronics.  Both  agencies  have  made  a  commitment  to  coordinating 
work  to  maximize  our  impacts,  and  the  result  has  been  a  healthy  and  mutually  ben¬ 
eficial  relationship.  In  particular,  NIST’s  participation  in  the  DOD’s  Technolocy  Re¬ 
investment  Project  (TRP)  has  significantly  accelerated  our  efforts  to  build  the  Manu¬ 
facturing  Extension  Partnership  and  has  helped  to  create  linkages  to  other  tech¬ 
nology  agencies.  Pro^am  development  in  ATP  has  also  been  coordinated  with  ARPA 
and  other  key  agencies  and  laboratories. 

NTI&--NATIONAL  TECHNICAL  INFORMATION  SERVICE 

Question.  When  1  opened  the  budget,  I  found  that  NTIS  went  from  zero  to  $18 
million.  Now  in  NOAA,  I’ve  got  $82  million  proposed  in  user  fees  for  fisheries  which 
seem  to  be  pretty  difficult  to  make  into  a  propriety  good.  But,  in  NTIS  I’ve  got 
an  appropriation  request  and  no  charges  fees  for  things  that  do  seem  to  be  propri¬ 
etary  services. 

You  are  requesting  $6  million  to  provide  on-line  access  to  Federal  data  for  com¬ 
puter  users,  $6  million  for  grants  to  libraries  for  computer  systems,  and  $6  million 
to  assist  other  Federal  agencies  in  complying  with  tne  American  Technology  Pre¬ 
eminence  Act. 

Why  can’t  these  initiatives  be  funded  by  other  agencies  or  by  the  users? 

Are  you  sure  that  you  want  to  be  in  the  library  grant  business?  The  New  York 
Public  Library  is  lobbring  us  every  year — and  we’ve  told  them  that  we  do  not  have 
library  programs  in  this  bill.  If  you  start  this  one,  I  can  tell  you  that  the  libraries 
and  their  representatives  will  be  ready  with  earmarks. 

Why  can’t  libraries  simply  apply  and  compete  through  NTlA’s  National  Informa¬ 
tion  Infrastructure  Grant  program? 

Answer,  (a)  Thus  far,  tne  NTIS  online  system  and  the  equipment  NTIS  uses  to 
convert  information  from  selected  formats  and  media  into  those  sought  by  our  users 
have  been  financed  with  revenues  NTIS  has  earned  through  the  sale  of  its  products 
and  services.  Each  year  the  revenues  available  f’or  investment  by  NTIS  are  only  $1.5 
million.  This  one-time  investment  request  v  ould  enable  NTIS  to  immediately  ex¬ 
pand  the  edacity  of  its  online  system  (FedV/orld)  and  the  capacity  of  its  Automated 
Document  Storage  and  Retrieval  System  ( ADSTAR)  for  converting  information  it  re¬ 
ceives  from  Federal  agencies  to  and  ^:om  a  single  electronic  format  at  a  high  enough 
volume  to  make  it  a  commercia)’>  viable  operation.  At  its  current  rate  of  investment 
NTIS  would  require  from  six  to  ten  years  to  reach  the  capacity  that  this  appropria¬ 
tion  would  make  possible  in  just  one  year. 

NTIS  intends  to  invest  in  these  systems  as  funds  allow.  It  is  true  that  to  the  ex¬ 
tent  we  earn  revenues  providing  services  to  other  agencies,  the  other  agencies  are 
financing  our  modernization.  However,  given  the  current  budget  situation,  we  doubt 
that  any  other  agency  would  be  willing  to  directly  finance  our  mission  (information 
dissemination)  at  the  expense  of  their  own. 

Once  both  of  NTIS’  systems  are  developed  to  the  appropriate  capacity,  we  expect 
that  industry  users  of  our  products  and  agency  users  of  our  services  will  support 
the  continuation  of  both  systems  indefinitely  with  no  need  for  further  appropriations 
to  NTIS. 

(b)  We  requested  the  funds  to  finance  a  one-time  investment  in  the  nationwide 
Depository  Library  system  commensurate  with  the  investment  being  sought  for 
NTIS.  We  have  no  interest  in  being  in  the  “grants"  business  over  the  long  term.  As 
we  understand  it,  the  Depository  Library  system  was  designed  to  ensure  citizen  ac¬ 
cess  to  the  many  and  varied  publications  of  the  Federal  Government.  Federal  agen¬ 
cies  are  now  required  to  promptly  provide  NTIS  with  all  scientific,  technical  and  en¬ 
gineering  information  intended  for  the  public.  Accordingly,  we  believe  that,  as  NTIS 
disseminates  more  and  more  of  such  information  electronically,  there  is  a  need  to 
ensure  that  the  Depository  Libraries  are  able  to  access  that  information  electroni¬ 
cally. 

According  to  the  Superintendent  of  Documents,  about  two-thirds  of  the  Depository 
Libraries  currently  have  some  level  of  electronic  capability  but  about  one-third  are 
inadequately  equipped.  We  have  invited  the  Superintendent  of  Documents  and  the 
Depository  Library  Council  to  work  with  NTIS  in  the  selection  process  to  ensure 
that  these  grant  monies  are  most  effectively  used  to  enhance  the  electronic  informa- 
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tion  handlii^  capabilities  across  the  system.  We  do  intend  to  ensure  that  at  least 
one  librarv  in  each  state  receives  funding. 

(c)  The  National  Telecommunications  and  Information  Administration  (NTIA)  has 
an  Information  Infrastructure  Grants  program  designed  to  stimulate  the  develop¬ 
ment  of  an  information  infrastructure  that  promotes  public  access  and  serves  edu¬ 
cational,  medical  and  other  social  needs.  While  not  specifically  designed  to  simport 
the  Depositoiy  Libraries,  they  could  be  eli^ble  to\  compete  for  a  portion  of  NTlA’s 
grant  funds.  However,  NTIA  i^uires  an  “in  kind”  comribution  of  between  25  and 
50  percent  for  such  grants  which  many  of  the  less  well-financed  libraries  could  not 
afford. 

The  funds  requested  by  NTIS  will  be  used  by  the  libraries  to  invest  in  moderniza¬ 
tion.  We  do  not  intend  to  reouire  any  matching  contribution  or  commitment  of  fol¬ 
low-on  funding.  Accordingly,  funds  would  not  be  provided  for  normal  program  oper¬ 
ating  expenses  o..  demonstration  projects  that  could  require  future  funding. 

OFFICE  OF  THE  UNDER  SECRETARY  FOR  TECHNOLOGY 

Question.  Under  Secret^  Good,  you  appear  to  have  shaken  thinM  up  over  there 
in  the  Technology  Administration.  Up  until  now,  the  Office  of  the  Under  Secretary 
did  not  take  a  leadership  role.  But  your  out  fix)nt,  and  the  budget  for  the  Office  of 
the  Under  Secreta^  doubles. 

What  do  you  think  is  the  proper  size  for  the  Office  of  the  Under  Secretary,  what 
we  used  to  call  “The  Technology  Administration?” 

Answer.  The  President’s  request  for  1995  of  $11.3  million  for  the  Under  Sec¬ 
retary’s  office  and  the  Office  of  Technology  Policy  is  appropriate  for  the  projected 
activities. 

Since  1990,  the  budget  of  the  Technology  Administration  in  the  Department  of 
Commerce  has  been  divided  into  three  pieces:  NIST,  NTIS  (if  any  appropriation  was 
requested),  and  the  oart  often  previously  referred  to  as  “TA”,  which  included  the 
Under  Secretary’s  office  and  the  Office  of  Technology  Policy,  headed  by  an  Assistant 
Secretary.  With  the  end  of  the  cold  war  and  the  realization  that  our  economic  well¬ 
being  has  now  become  a  mmor  “security”  issue  for  the  future,  the  role  of  civilian 
R&D  and  the  development  of  technology  (both  dual  use  and  purely  civilian)  for  new 
business  and  new  job  creation  has  been  moved  to  the  center  of  attention.  In  this 
environment,  and  under  IVesident  Clinton’s  plan  for  economic  development,  the  De¬ 
partment  of  Commerce,  and  the  Technology  Administration  in  particular  (including 
NIST  and  NTIS),  have  become  the  focal  point  for  these  civilian  technology  activities. 
To  perform  this  leadership  role,  the  Under  Secretary's  office  has  become  the  coordi¬ 
nation  center  for  the  agency  cross-cut  programs  in  civilian  technology  development 
and  deployment.  The  Office  of  Technology  Policy  must  now  serve  ffiese  cross-cut 
programs  by  providing  timely  and  appropriate  analytical  studies  and  support  activi¬ 
ties  to  provide  the  background  information  for  specific  policy  formulation  for  federal 
civilian  technolo^  programs.  The  1995  budget  outlines  these  new  roles  for  “TA”  in 
that  the  Under  Secretary’s  office  is  recognized  as  the  leadership  office  for  civilian 
technology  and  the  Office  of  Technology  Policy  is  given  a  specific  mission  to  provide 
the  information  necessary  to  make  good  policy  decisions  in  this  area. 

The  1996  budget  request  for  the  Under  S^retaiVs  office  and  the  Office  of  Tech¬ 
nology  Policy  reflects  ffiese  goals  and  objectives.  The  Under  Secretary’s  office  is  (1) 
coordinating  the  Partnership  for  a  New  Generation  Vehicles  (with  mqjor  programs 
in  DOC,  DOE,  DOD,  DOT  and  NASA);  (2)  chairing  the  Civilian  Industrial  Tech¬ 
nology  Committee  of  the  NSTC,  where  the  Administration’s  priorities  for  civilian 
technology  will  be  set;  (3)  providing  the  interface  in  the  Department  of  Commerce 
for  the  coordination  of  trade  and  technology  issues;  (4)  acting  as  the  focal  point  for 
civilian  technology  issues  in  the  government’s  S&T  agreements;  (6)  providii^  guid¬ 
ance  and  overallcoordination  of  NIST  activities  (particularly  ATP  and  MEP)  with 
the  overall  government  activities  in  civilian  technology;  (6)  providing  management 
oversight  of  NTIS  as  it  moves  from  a  federal  R&D  document  provider  to  an  on-line 
government  information  provider;  and  (7)  encouraging  the  private  sector  to  evaluate 
and  revise  as  necessary  its  own  technology  agenda  by  providing  a  forum  for  individ¬ 
ual  companies,  industry  groups  and  industry  associations. 

The  1995  budget  also  reflects  the  independent  and  more  aggressive  roles  expected 
of  the  Office  of  Technology  Policy.  Resources  are  requested  to  launch  the  industrial 
“benchmarldng”  activities  of  our  industrial  base  where  we  can  provide  the  Adminis¬ 
tration  and  the  CJongress  an  accurate  picture  of  the  state  of  our  industries;  to  pro¬ 
vide  the  review  and  secretariat  function  for  those  S&T  agreements  where  the  tech¬ 
nology  component  and  private  sector  interaction  is  expected  to  be  substantial;  and 
to  evaluate  the  manufacturing  base,  especially  the  small  and  medium-size  manufac¬ 
turers,  to  guide  our  federal  support  in  manufacturing  infrastructure. 


546 


Question.  The  budget  in  the  State  Department  is  terminating  Science  and  Tech- 
nolo^  Ag^ments  with  four  Eastern  Europe  Nations.  This  is  one  of  the  President’s 
115  nighlighted  program  terminations.  Yet,  your  budget  proposes  $400,000  for  a 
new  Science  and  Technology  Agreement  with  Israel.  Isn’t  this  inconsistent? 

Answer.  The  agreements  administered  by  tlie  Department  of  State  have  supported 
high  quality  basic  research  in  a  range  of  science  and  technology  fields.  This  is  a  dif¬ 
ferent  purpose  than  those  that  the  President  set  out  in  establishing,  with  Prime 
Minister  Rabin,  the  U.S.  Israel  Science  and  Technolo^  Commission  (USISTC).  The 
USISTC  is  explicitly  aimed  at  strengthening  the  hign  technology  private  sector  in 
both  countries  and  has  focused  its  attention  on  those  areas— defense  conversion,  in¬ 
formation  processing,  telecommunications,  microelectronics,  biotechnology,  medical 
devices,  agriculture,  and  environmental  technolopy  where  there  are  likely  to  be  sub¬ 
stantial  gains  from  increased  collaborative  activity.  Israel  is  a  world  class  provider 
of  technology  in  these  areas  and  the  program  is  designed  to  build  upon  the  success¬ 
ful  collaborations  stimulated  by  the  BIRD,  BARD,  and  BSF  proCTams.  Increased 
joint  private  sector  activity  may  also  stimulate  U.S.  exports  of  high  tech  goods  and 
services  through  innovative  marketing  arrangements,  particularly  in  the  Middle 
East  or  in  the  former  Soviet  Union. 

Question.  You  are  requesting  $750,000  for  the  Partnership  for  a  New  Generation 
of  Vehicles.  What  does  this  initiative  fund? 

Answer.  The  PNGV  funds  will  be  used  to  support  the  technical  and  administrative 
activities  of  the  Operational  Steering  Group  and  the  Technical  Task  Force  within 
the  DOC.  The  administrative  activity  includes  a  secretariat  with  full  time  staff 
which  manages  the  day-to-day  program  development  and  technical  coordination.  In 
addition,  these  funds  will  be  used  for  administrative  and  some  limited  technical  sup¬ 
port  of  the  “Creative  Track”,  the  mechanism  by  which  the  PNGV  will  evaluate  ideas 
and  submissions  from  individuads  and  small  businesses.  The  funds  will  support  the 
peer  review  process,  by  which  the  technical  program  plan  and  implementation  proc¬ 
ess  will  be  reviewed  each  year.  Finally,  a  limited  number  of  technical  and  business 
related  studies  will  be  supported. 

Question.  You  are  requesting  $1.1  million  for  sending  manufacturing  engineers  to 
Japan.  What  part  of  the  program  do  we  finance  through  >our  office?  Are  the  Japa¬ 
nese  giving  these  people  meanin^ul  assignments? 

Answer.  TA  finances  the  training  portion  of  the  program  including  approximately 
three  months  of  intensive  instruction  in  Japanese  language,  culture,  and  business 
practices.  TA  also  finances  an  additional  week  of  lectures  and  seminars  on  tech¬ 
nology  transfer  issues  by  government  and  industi^  officials  in  Washington  D.C.  We 
are  aiming  to  recruit  100  engineers  for  1995-96  in  accordance  with  our  agreement 
with  MITI. 

In  addition  to  the  training,  we  serve  as  Secretariat  and  provide  for  publicity,  re¬ 
cruitment,  and  administering  the  program.  We  have  a  Memorandum  of  Understand¬ 
ing  with  the  Society  of  Manufacturing  Engineers  (SME)  to  administer  the  training 
and  portions  of  the  publicity  campaign. 

The  Japanese  government  (MiTI)  has  budgeted  about  $4  million  to  implement 
this  program  through  the  Japanese  External  Trade  Organization  (JETRO).  JETRO 
gives  partial  subsidies  to  cover  approximately  50  percent  of  the  costs  incurred  by 
the  Japanese  manufacturing  companies  who  host  an  American  engineer  for  up  to 
one  year.  In  addition  to  providing  the  work  assignment,  the  Japanese  company  pro¬ 
vides  housing  during  the  fellowship  period.  Furthermore,  JETRO  funds  a  tour  week 
orientation  in  Japan  which  provides  additional  language  training  and  cultural  im¬ 
mersion  for  the  engineers  after  they  arrive  in  Japan  but  before  they  begin  their  host 
company  assignments. 

The  engineer  must  have  the  signed  approval  of  his  or  her  U.S.  sponsoring  com¬ 
pany  to  participate  in  the  program,  and  his  or  her  company  must  agree  to  pay  the 
salary  and  expenses  (including  travel  and  insurance)  of  the  engineer  during  the  fel¬ 
lowship  period. 

The  feedback  which  our  staff  received  during  a  recent  visit  to  Japan  and  through 
e-mail  contacts  indicated  that  the  engineers  are  all  quite  positive  about  their  activi¬ 
ties  and  work  assignments.  JETRO  and  the  Japanese  companies  are  taking  the  in¬ 
tent  of  the  program  quite  seriously  and  have  devoted  considerable  time,  energy,  and 
resources  to  making  this  a  meaningful  experience  for  the  engineers.  Upon  the  re¬ 
turn  of  the  first  group  of  engineers,  we  plan  to  use  them  to  educate  others,  both 
within  their  companies  and  at  industry  forums. 

MANUFACTURING  EXTENSION  PROGRAM 

Question.  NIST’s  Manufacturing  Extension  Program  is  getting  pretty  confusing. 
Your  budget  includes  $32  million  to  support  NIST  manufacturing  centers  and  it  as- 
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sumes  that  you  will  get  $63  million  from  the  Dept,  of  Defense — your  alma  mater— 
to  fund  “TRF'  technoh^  reinvestment  manufacturing  centers. 

Please  explain  the  differences  and  similarities  in  these  centers.  Whatever  hap¬ 
pened  to  good  old  “Hollings  Centers.”  I  understand  that  you  are  requesting  $20  mil¬ 
lion  for  the  seven  existing  NIST  ‘^Manufacturing  Technology  Centers”— but  no  addi¬ 
tional  large  centers.  Is  that  correct?  If  so,  why? 

Answer.  The  TRP  manufacturing  centers  from  the  fiscal  year  1993  competition 
are  funded  for  their  initial  period  of  operation  (2  to  3  years)  from  DOD  funds.  The 
selection  criteria  for  the  manufacturing  centers  in  the  TRP  competition  are  com¬ 
pletely  consistent  with  the  criteria  used  for  MTO’s  and  the  selection  process  is  as 
rigorous  and  thorough  as  the  MTC  process.  Once  the  manufactming  centers  are  se¬ 
lected  under  TRP,  the  responsibility  for  negotiating  the  cooperaiive  agreements  and 
the  complete  management  responsibility  is  turned  over  to  NIST.  The  manufacturing 
centers  selected  under  TRP  are  completely  integrated  into  the  Manufacturing  Ex¬ 
tension  Partnership  and  are  managed  as  if  they  had  been  selected  by  NIST  and 
funded  through  NIST. 

The  TRP  manufacturing  centers  differ  from  MTC's  only  in  the  range  of  sizes  of 
the  centers.  Of  the  28  TItP  funded  man’  facturing  centers,  9  are  large,  comparable 
in  size  to  an  MTC,  and  19  are  smaller,  comparable  to  the  Manufacturing  Outreach 
Centers  defined  in  S.4.  It  would  be  appropriate  to  call  all  of  these  centers  “Hollings 
Centers”  since  the  definition  of  the  TRP-funded  manufacturing  centers  was  based 
entirely  on  the  structure  of  the  seven  MTC’s  and  our  experience  with  them.  There 
is  no  funding  requested  in  fiscal  year  1995  for  a  competition  for  the  larger  MTC's. 
TRP  funding  is  available  to  initiate  at  least  14  new  centers  (5  large  plus  9  smaller) 
which  will  start  up  in  fiscal  year  1995,  and  there  is  a  likelihood  of  an  additional 
TRP  competition  of  similar  size.  A  growth  rate  faster  than  this  would  exceed  the 
capacity  of  proposers  to  form  the  necessary  partnerships  and  develop  strong  propos¬ 
als,  as  well  as  the  capacity  of  the  NIST  program  to  work  with  and  help  the  develop¬ 
ment  of  a  larger  numoer  of  new  MTC’s. 

Question.  Will  all  these  DOD  centers  be  picked  up  in  NIST’s  budget  after  fiscal 
year  1996? 

Answer.  Each  of  the  centers  initially  funded  from  TRP  will  be  evaluated  by  a 
panel  to  determine  the  level  of  performance  and  the  continuing  need  of  companies 
for  the  services  which  they  provide.  If  a  center  passes  both  of  these  tests,  and  if 
proper  statutory  authorization  is  in  place,  and  the  appropriation  level  permits,  then 
the  funding  responsibility  for  the  center  will  be  reflected  in  the  NIST  budget.  For 
some  of  the  centers,  this  transition  will  occur  in  fiscal  year  1996,  and  for  others  it 
will  occur  in  fiscal  year  1997. 

Question.  Are  your  old  colleagues  over  at  the  Advanced  Projects  Agency  “ARPA” 
assuming  that  there  will  be  more  defense  conversion  ‘TRP”  funding  coming  to  them 
this  year? 

Answer.  The  Office  of  Management  and  Budget  has  informed  NIST  that  TRP 
fun^ng  is  requested  for  fiscal  years  1995,  1996  and  1997,  however  NIST  plans  at 
present  do  not  depend  on  additional  TRP  funding  in  fiscal  year  1995. 

Question.  Do  you  have  authority  to  maintain  quality  control  and  oversight  over 
the  centers  which  were  funded  by  DOD? 

Answer.  NIST  is  managing  the  manufacturing  centers  funded  by  TRP  just  as  if 
they  were  funded  from  the  NIST  budget.  NIST  has  full  authority  to  maintain  qual¬ 
ity  control  and  oversight.  NIST  uses  tne  same  performance  reporting  and  standards 
for  all  of  the  centers  it  manages,  and  it  takes  as  active  a  hand  in  oversight. 

Question.  Why  doesn’t  the  Tailored  Clothing  Technology  Corp.  which  is  funded 
under  ITA  and  which  assists  textile  and  apparel  firms,  qualify  as  a  MTC  or  Oht- 
reach  Center? 

Answer.  Tailored  Clothing  Technolo^  Co^.  (TCTC)  is  qualified  to  compete  for 
MTC  and  for  TRP  funding  as  a  manufacturing  center.  It  has  not  been  selected  to 
date  by  the  selection  panels,  based  on  the  selection  criteria.  NIST  has  worked  with 
TCTC  and  has  provided  feedback  from  MTC  competitions  in  order  to  assist  in  the 
development  of  a  strong  proposal.  NIST  would  be  happy  to  work  further  with  TCTC, 
to  review  white  papers,  or  to  discuss  their  approach. 

LINKS 

Question.  Your  budget  proposes  $17  million  for  a  new  computer  system  to  link  up 
existing  manufacturing  centers — that’s  more  than  NIST  is  proposing  to  put  toward 
funding  new  centers. 

Why  such  an  expensive  program?  Can’t  the  centers  just  agree  on  an  “off  the  shelf’ 
computer  system? 
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Answer.  NIST  does  not  propose  to  purchase  or  install  a  computer  system  or  net¬ 
work  hardware  to  link  the  manufacturing  centers.  We  plan  to  use  commercially  in¬ 
stalled  networks  and  the  Internet  for  communications.  Wherever  possible,  we  plan 
to  use  “off  the  shelf’  software  and  interfaces,  and  where  development  of  access  soft¬ 
ware  or  interfaces  is  necessary,  NIST  plans  to  drive  toward  standardization  and  to 
cost-share  the  development  with  others.  Likewise,  NIST  plans  the  absolute  minimal 
development  of  new  databases,  working  instead  to  fully  utilize  existing  public  or 
commercial  information  sources.  NIST  is  working  with  the  DOE  and  DOD  labora¬ 
tories  and  centers  of  excellence  to  make  their  technology  resources  available  through 
the  network.  The  $17  millicn  requested  for  “LINKS”  covers  all  of  the  infrastructure 
components,  not  just  electronic  networking,  as  indicated  by  the  following  break-out: 

$5  million — Develop  and  maintain  data  access  function.  This  supports  steps  to 
make  technology  accessible  from  existing  sources  to  the  centers. 

$3  million — ^Assistance  to  centers  in  establishing  and  pilot  testing  access  to  net¬ 
work  systems.  This  supports  training  and  minimal  levels  of  software  interface  devel¬ 
opment,  as  well  as  consulting  support  for  centers  to  establish  their  access  over  net¬ 
works. 

$2  million — Training  for  extension  center  field  agents  in  the  full  range  of  services 
they  must  provide. 

$2  million— Systematic  performance  evaluation. 

$2  million — Remote  delivery  of  technical  services,  and  interactive  satellite  delivery 
of  workshops  and  conferences,  etc. 

$3  million — Continuation  of  TRP-funded  projects  which  provide  for  electronic  com¬ 
merce  pilot  projects,  supplier  chain  services,  etc. 

For  the  fully  developed  system,  NIST  foresees  that  the  LINKS  component  will 
represent  10  to  16  percent  of  the  budget.  In  fiscal  year  1995,  it  would  represent  12.3 
percent  of  the  toti  spending  of  $138  million  (including  TRP-based  funding),  and 
would  support  an  estimated  65  centers. 

CONSTRUCTION  PROGRAMS 

Question.  Your  budget  r^uests  $100  million,  an  increase  of  $32.9  million  for  con¬ 
struction  of  research  facilities. 

To  date  NIST  has  received  $167  million  for  construction  of  facilities.  How  much 
of  these  appropriations  have  been  obligated? 

Answer.  To  date,  $7.6  million  has  been  obligated.  An  additional  $50.2  million  is 
expected  to  be  obligated  in  fiscal  year  1994  for  certain  A&E  and  construction  man¬ 
agement  tasks,  construction  of  the  Boulder  central  plant,  expansion  of  the 
Gaithersburg  plant,  and  temperature  and  vibration  testing.  The  remaining  funds 
are  committed  in  fiscal  year  1995  towards  the  constmction  of  the  new  Advanced 
Technology  Laboratories  (ATL’s). 

Question.  Which  facilities  at  which  laboratory  locations — Gaithersburg  and  Boul¬ 
der — do  you  intend  to  build  first? 

Answer.  NIST’s  plan  is  to  begin  construction  of  the  ATL’s  in  both  Gaithersburg 
and  Boulder  in  fiscal  year  1995  with  occupancy  at  both  sites  scheduled  for  fiscsu 
year  1997. 


DECLINING  REIMBURSABLE  RESEARCH 

Question.  Is  reimbursable  work  done  for  other  agencies  declining?  Exclusive  of 
TRP,  the  reimbursable  budget  appears  to  increase  in  fiscal  year  1995  over  1993. 

Answer.  Exclusive  of  TRP,  NISTs  reimbursable  budget  decreases  from  $104.4  mil¬ 
lion  in  fiscal  year  1993  to  $87.3  million  in  fiscal  year  1995. 

Question,  now  many  FTE  are  being  moved  from  reimbursable  to  direct  in  fiscal 
yeat  1993,  fiscal  year  1994,  and  fiscal  year  1995?  What  are  NISTs  long-term  fore- 

Answer.  The  NIST  budget  reflects  a  total  transfer  of  223  PTE’s  from  reimbursable 
to  direct  funding  during  fiscal  years  1993  through  1995.  It  is  anticipated  that  within 
two  or  three  years,  reimbursable  work  will  represent  about  25  percent  of  NIST’s 
total  resources. 


ADVANCED  TECHNOLOGY  PROGRAM 

Question.  Your  budget  proposes  to  increase  ATP  from  $199.5  million  to  $450.6 
million.  That’s  over  a  doubling  of  the  program. 

Is  the  ATP  request  “executable”  within  fiscal  year  1995?  Can  you  get  solicitations 
out  and  select  award  winners  during  the  fiscal  year?  When  would  the  competition(s) 
be  run? 

Answer.  The  ATP  request  is  executable  within  fiscal  year  1995.  In  planning  for 
the  fiscal  year  1994  AtP  program  competitions,  ATP  has  been  planning  for  addi- 


tional  fiscal  year  1995  con^titions  ia  parallel.  Since  the  new  process  was  an¬ 
nounced  in  October  1993»  ATF  has  receive  nearly  600  ideas  (primarily  from  indus- 
tiy)  for  focused  programs  through  which  the  bulk  of  ATP  fiinds  will  be  invested. 
There  are  sufficient  funds  available  in  fiscal  year  1994  to  hold  one  general  competi¬ 
tion  (underway)  and  about  6  pn^am  competitions  (to  be  announced  in  April).  If  the 
President's  fiscal  year  1995  ATP  budget  request  of  $451  million  is  approved,  there 
will  be  sufficient  ninding  available  for  one  additional  general  competition  and  5  to 
6  additional  program  focused  competitions.  We  will  he  announcing  competitions 
early  in  the  year,  and  program  competitions  take  less  time  to  process  than 

general  competitions.  Accordingly,  these  awards  can  be  announced  in  a  timely  fash¬ 
ion. 


INTERNATIONAL  STANDARDS  PROGRAM 

Question.  For  the  first  time  the  international  trade  standards  program  is  being 
pr^osed  for  an  increase — from  $1.3  million  a  year  to  $6  million  a  year. 

(Jould  you  please  describe  this  initiative  and  any  changes  in  the  program  that  you 
are  proposing?  Which  countries  are  you  targeting  with  tms  initiative? 

Answer.  NIST  is  proposing  to  expand  the  nature  and  range  of  standards-related 
activities  in  support  of  trade.  Standards  experts  will  be  stationed  on  a  full-time  or 
part-time  basis  in  areas  with  great  potential  for  trade,  with  additional  technical  in¬ 
puts  related  to  measurement  bkhnology,  standards,  and  conformity  assessment  pro¬ 
cedures  from  NIST  experts  visiting  foreign  countries.  In  addition,  training  in  U.S. 
practices  will  be  provided  abroad  and  to  foreign  technologists  coming  to  both  NIST 
and  private  sector  standards  organizations  for  training  and  education,  related  to 
standards  and  legal  metrology.  NIST  will  increase  its  training  of  Foreign  Commer¬ 
cial  Service  Officers  and  Science  CJounselors  and  will  assist  them  in  transferring 
standards  infonnation  to  their  host  countries  and  assisting  U.S.  industries  in  those 
countries.  In  the  field  of  information,  NIST  will  collaborate  v/ith  the  private  sector 
in  establishing  a  tailored,  computerized  database  for  international  standards 
projects  and  legal  metrology  activities.  This  system  will  include  bulletin  boards  and 
mechanisms  for  exchanging  drafts  of  standards  proposals  and  linkages  with  other 
databases  throughout  the  world. 

Initial  consideration  for  targeted  countries  will  be  given  to  assigning  experts  to 
Russia,  Mexico,  India,  and  selected  “Big  Emerging  Market”  (BEM)  countries  or 
other  major  trading  areas  (including  Eastern  Europe  and  South  America). 

Question.  Are  any  changes  being  proposed  in  the  Persian  Gulf  effort  based  in 
Saudi  Arabia? 

Answer.  The  nature  of  technical  assistance  to  Saudi  Arabia  and  the  other  Gulf 
countries  will  be  continued  in  its  current  form.  However,  as  a  result  of  continuing 
shrinkage  of  private  sector  contributions,  financial  support  is  now  provided  by 
NIST,  with  in-kind  support  furnished  by  the  private  sector. 


Questions  Submitted  by  Senator  J.  Robert  Kerrey 

Question.  Dr.  Good,  when  I  was  first  elected  to  the  Senate,  you  were  head  of  the 
National  Science  Board  and,  as  such,  reviewing  NSF’s  budget.  You  have  been  in  pri¬ 
vate  industry  and  you  are  now  in  charge  of  “civilian  industrial  technology.”  You  are, 
I  am  sure,  aware  of  the  current  debate  over  basic  versus  strate^c  research  at  NSF. 
How  do  you  see  the  various  components  of  research  policy  fitting  together?  What 
is  the  role  for  NSF  and  does  that  flow  into  Commerce:  What  are  the  relationships? 

Answer.  The  question  of  the  overall  federal  science  and  technology  policy  and  the 
role  of  the  various  Federal  agencies  is  most  timely.  As  you  know,  the  FCCSET  co¬ 
ordinating  group  was  revitalized  under  Dr.  Bromley,  President  Bush's  Science  Advi¬ 
sor.  This  group  did  a  good  job  of  looking  at  R&D  activities  in  the  agencies  and  try¬ 
ing  to  categorize  the  effort  by  performer  and  mission.  However,  it  had  no  “teeth” 
in  that  it  could  not  coordinate  or  focus  activities  across  agencies  to  leverage  the 
overall  expenditure.  The  new  Cabinet-level  NSTC  (National  Science  and  Technology 
Council)  has  been  given  the  responsibility  to  do  that  job.  Working  through  its  Com¬ 
mittee  structure,  it  has  the  responsibility  of  organizing  the  overall  R&D  effort  to 
provide  a  coherent,  value-added  science  and  technology  effort  that  focuses  on  the 
Balance  or  effort  between  fundamental  and  applied  research,  provides  clear-cut  guid¬ 
ance  on  priorities  between  the  long-established  mission-oriented  programs  in  de¬ 
fense,  health,  energy,  and  space  and  the  need  to  provide  specific  support  and  stimu¬ 
lus  to  the  health  ofthe  civilian  industrial  infrastructure.  I  chair  the  Civilian  Indus¬ 
trial  Technology  (CIT)  CJommittee  and  I  believe  that  the  new  approach  will  have 
some  effect  on  Uie  1995  budget  but  will  be  in  a  position  to  significantly  improve  the 
strategic  positioning  of  the  1996  budget. 
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Withih  this  overall  strategic  planning,  the  role  of  fundamental  or  foundation  re¬ 
search  and  the  place  of  the  research-intensive  universities  is  critical.  We  have  built 
a  science  capability  that  is  unequaled  in  the  world.  In  our  quest  to  make  our  R&D 
efforts  more  relevant  and  more  timely,  we  must  not  jeopardize  the  health  of  this 
science  infrastructure.  Clearly,  the  universities  must  change  and  NSF  and  NIH 
must  work  to  focus  and  leverage  their  resources  on  broad  areas  of  science  with  po¬ 
tential  to  deliver  the  foundation  knowledge  needed  for  our  enterprises  to  quickly  de¬ 
velop  and  diffuse  new  emermng  technologies  in  products  and  services.  Strategic 
science  programs,  however,  ao  not  mean  applied  research  or  technology  develop¬ 
ment.  We  must  keep  our  knowledge  base  expanding  and  we  must  continue  to 
produce  the  high  level  and  talented  technical  work  force  emanating  from  our  grad¬ 
uate  schools  NSF’s  mission  should  be  to  protect  and  nurture  that  knowledge  and 
talent  production.  The  Department  of  Commerce  (and  the  other  mission  agencies) 
should  accept  the  responsibility  of  maximizing  the  timely  utility  of  that  knowledge 
base  and  creating  a  climate  where  new  technology-based  industries  demand  the  con¬ 
tinual  flow  of  new  talent.  Thus,  the  relation^ip  between  NSF  and  Commerce 
should  be  one  of  complementation.  NSF  could  learn  of  appropriate  strategic  research 
areas  where  fundamental  knowledge  can  ignite  new  business  opportunities  or  solve 
serious  societal  problems  over  time  and  Commerce  needs  to  provide  technology  de¬ 
velopment  and  diffusion  efforts  which  exoloit  that  knowledge  base.  The  issue  then 
is  balance.  We  must  have  both  efforts  if  the  country  is  to  retain  its  technological 
leadership  role  and  develop  the  new  technology -based,  competitive  business  struc¬ 
ture  required  for  the  21st  Century.  The  countries  who  master  this  dual  approach 
will  capture  the  high-wage,  knowledge-based  industries  of  the  future. 

Question.  The  Administration  has  established  the  National  Science  and  Tech¬ 
nology  Council  to  coordinate  research  in  certain  priority  areas.  How  does  the  Tech¬ 
nology  Administration  fit  into  that  Council  and  the  committees  which  have  been 
formed  under  it? 

Answer.  The  Technology  Administration  is  extensively  involved  supporting  the 
National  Science  and  Tecnnologv  Council  (NSTC)  with  the  personal  efforts  of  the 
Under  Secretary  for  Technolo^rThe  Under  Secretary  chairs  the  committee  on  Civil¬ 
ian  Industrial  Technology  (CIT)  with  a  co-chair  from  the  White  House  Office  of 
Science  and  Technology  Policy  and  a  vice-chair  from  the  Department  of  Energy. 

The  CIT  is  responsible  for  coordinating  several  interagency  initiatives  on  tech¬ 
nology  and  manuracturing.  Recognizing  that  the  private  sector  is  the  principal  cus¬ 
tomer  for  future  Federal  CIT  investments  and  that  industrial  competitiveness  is  es¬ 
sentially  U.S.  industry’s  responsibility,  the  committee  will  together  with  industry: 
(1)  establish  mechanisms  for  private  sector  involvement  in  setting  the  priorities  and 
advising  on  Federal  programs;  (2)  identify  technology  needs  of  industries  particu¬ 
larly  important  to  U.S.  economy;  (3)  set  national  priorities  for  development  and  de¬ 
ployment  of  technologies  to  enhance  industrial  competitiveness;  (4)  monitor  foreign 
technology  advances  to  use  as  a  benchmark  for  U.S.  industry;  and  (5)  coordinate 
interagency  activities.  While  the  private  sector  provides  customer  experience,  the 
public  sector  provides  strategic  investments,  physical  and  policy  infrastructure,  risk 
reduction  and  convening  leadership  to  bring  together  efforts  that  individual  compa¬ 
nies  could  not  accomplish  on  their  own. 

Additionally,  the  Under  Secretary  is  the  Department’s  co-member  of  the  Commit¬ 
tee  on  National  Security;  the  Deputy  Under  Secretary  for  Technology  is  a  member 
of  the  Committee  on  Education  and  Training  R&D;  the  Assistant  Secretary  for  Tech- 
nolo^  Policy  is  a  member  of  the  Committee  on  International  Science  Engineering 
and  Technology;  and  the  NIST  Director  is  a  member  of  the  Committee  on  Informa¬ 
tion  and  Communication  R&D  and  the  CIT  Committee. 

Question.  The  NIST  orientation  is  toward  manufacturing,  as  it  was  intended  to 
be.  In  some  states,  especially  some  of  the  more  rural  ones,  much  of  the  research 
is  conducted  in  the  umversity  community.  In  fact,  the  last  report  on  National  Pat¬ 
terns  of  R&D  Resources  (NSF)  indicated  that  more  research  was  done  in  univer¬ 
sities  in  Nebraska  than  in  industry.  What  implications  does  this  have  for  such  a 
state’s  participation  in  NIST  programs,  especially  ATP?  Are  we  simply  limited  in 
such  a  case  or  should  we  be  trying  to  join  state  government  and  umversity  efforts 
with  manufacturing  ones?  What  do  we  do  if  we  want  to  participate?  How  do  we  ac¬ 
complish  that? 

Answer.  A  little  over  half  of  the  projects  that  ATP  has  funded  in  the  past  have 
focused  on  manufacturing  or  process  technology — slightly  under  half  have  focused 
more  on  technologies  that  underlie  a  broad  spectrum  of  products  or  services.  Univer¬ 
sities  are  subcontractors  or  joint  venture  partners  in  over  20  percent  of  the  current 
ATP  projects.  Most  of  the  universities  that  are  participating  in  ATP  projects  are 
partnered  with  companies  from  another  State.  Most  companies  are  also  partnered 
with  companies  from  other  States.  Universities  in  Nebraska  have  the  same  oppor- 
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tunitv  as  those  in  other  States  to  partner  with  companies  throughout  the  countxy 
to  submit  proposals  to  the  ATP. 

Question.  In  the  Manufacturing  Extension  Program  efforts  how  will  you  balance 
the  need  to  help  small  manufacturers  determine  better  processes,  decide  on  new 
equipment  etc.  or  develop  value-added  products  against  a  desire  to  develop  and/or 
attract  high  tech  industries? 

Answer.  The  work  of  the  manufacturing  extension  centers  is  driven  by  the  needs 
and  interests  of  the  small  and  medium  sized  manufacturers  which  are  their  cus¬ 
tomers.  While  the  centers  provide  assistance  and  support  for  strategic  planning  (fre- 
cmently  in  coordination  with  Small  Business  Development  Center^,  tne  companies 
themselves  define  their  directions.  The  services  are  then  determined  by  the  compa¬ 
nies’  strategic  directions. 

The  Manufacturing  Extension  Partnership  (MEP)  is  working  actively  with  other 
agencies  in  the  Technology  Reinvestment  Project  on  approaches  to  stimulating  and 
developing  new  high  ^n  industries.  This  activity  will  become  more  evident  with 
a  competition  for  Regional  Technology  Alliances  which  will  be  announced  in  about 
two  months. 

Question.  NIST  currentlv  has  a  solicitation  out  for  manufacturing  extension.  Ap¬ 
plications  are  due  April  18.  Last  Friday,  a  TRP  announcement  with  a  manufactur¬ 
ing  extension  component  (as  well  as  a  deployment  one)  came  out.  How  do  you  expect 
the  NIST  efforts  and  the  TRP  efforts  to  relate?  How  much  is  NIST  putting  into  the 
various  MEP  programs  in  fiscal  year  1994  and  how  much  is  coming  through  TRP? 
What  do  you  expect  the  fi^al  year  1995  amounts  to  be? 

Answer.  The  NIST  solicitation  is  for  State  Technology  Extension  Program  (STEP) 
funding  of  state-level  planning  and  pilot  implementation.  The  TJ^  program  an¬ 
nouncement  is  for  manufacturing  e^dension  centers.  These  two  competitions  are 
coi^lementaiy,  not  overlapping.  NIST  will  manage  all  of  the  winners  under  the 
TRP  competition  as  part  of  the  Manufacturing  Extension  Partnership,  and  this  plan 
is  clearly  stated  in  the  supplementary  material  which  will  be  made  available  to  po¬ 
tential  proposers. 

The  fiscal  year  1994  NIST  ^propriation  for  MEP  is  $30  million.  Of  this,  $20  mil¬ 
lion  supports  Manufacturing  Technology  Centers,  $3  million  has  been  made  avail¬ 
able  for  the  STEP  competition,  $3  milfion  for  LINKS  and  $4  million  for  manage¬ 
ment. 

For  fiscal  year  1994,  NIST  is  man^ng  $125  million  of  TRP  projects  (awarded  as 
multi-year  cooperative  agreements);  $55  million  of  this  will  be  spent  in  fiscal  year 
1994,  $54  million  in  fiscal  year  1995,  and  $16  million  in  fiscal  year  1996. 

For  fiscal  year  1995  the  President’s  budget  for  MEP  calls  for  $61  million.  Of  this, 
$19  million  supports  the  Manufacturing  Technology  Centers,  $12  million  supports 
Manufacturing  Outreach  Centers,  $17  supports  LINKS,  $6  million  for  STEP,  and 
$6  million  for  management. 

For  fiscal  year  1995,  NIST  will  manage  $23  million  of  manufacturing  extension 
centers  awarded  under  the  competition  to  which  you  refer.  We  expect  that  NIST  will 
manage  some  or  all  of  the  Regional  Technology  Alliances  winners.  The  NIST  plans 
for  fiscal  year  1995  do  not  depend  upon  additionsd  TRP  funding  for  manufacturing 
extension  centers. 

Question.  Since  the  state  MEP  applications  require  a  Governcr’s  letter,  the  intent 
is  obviously  to  have  these  state-based.  What  types  of  arrangements  are  you  looking 
for  at  the  state  level.  Are  you  seeking  coordination  with  economic  development  or 
science  and  technology  efforts?  What  type  of  regional  arrangements  are  you  looking 
for? 

Answer.  NIST  requires  a  Governor’s  letter  for  the  STEP  planning  grants  in  order 
to  assure  that  the  proposer  has  some  legitimacy  to  conduct  planning  on  behalf  of 
the  state.  It  is  frequently  the  case  that  the  proposer  is  not  a  state  government  agen¬ 
cy,  or  the  proposal  team  includes  participants  beyond  just  a  state  government  agen¬ 
cy.  For  other  STEP  planning  and  pilot  implementation  grants,  the  focus  is  on  a  re¬ 
gional  rather  than  a  state  basis. 

Manufacturing  extension  centers  play  an  economic  development  role;  many  of  the 
MEP  funded  extension  (and  planning)  activities  are  coordinated  within  a  state  by, 
or  are  funded  through,  the  state’s  aepartment  of  commerce  or  economic  develop¬ 
ment.  The  core  activities  of  the  manutacturing  extension  centers  are  technolo^cal; 
in  some  states  the  coordinating  and  funding  agency  at  the  state  level  is  the  science 
and  technology,  agency.  Which  of  these  is  more  appropriate  in  a  particular  state  de¬ 
pends  on  allocations  of  responsibility  which  rest  at  the  state  level;  it’s  a  state  deci¬ 
sion.  Both  approaches  have  worked. 

It  is  one  of  the  strengths  of  the  MEP  proCTam  that  it  really  does  look  to  state, 
local,  and  regional  experience,  resources,  and  decision-making  to  tailor  approaches 
which  are  appropriate  in  each  circumstance.  MEP  looks  at  performance  factors,  the 
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strength  of  management,  the  commitment  to  serving  the  small  and  medium  sized 
manufacturers,  and  relate  selection  criteria  in  reviewing  proposals. 

Question,  What  is  NISTs  role  in  the  TRP  deployment  proposals?  How  are  these 
related  to  the  ATP  efforts? 

Answer.  The  TRP  manufacturing  centers  from  the  fiscal  year  1993  competition 
are  funded  for  their  initial  period  of  operation  (2-3  years)  from  DOD  funds.  The  se¬ 
lection  criteria  for  the  manufacturing  centers  in  the  TRP  competition  are  completely 
consistent  with  the  criteria  used  for  MTC’s  and  the  selection  process  is  as  rigorous 
and  thorough  as  the  MTC  process.  Once  the  manufacturing  centers  are  selected 
under  TRP,  the  responsibility  for  negotiating  the  cooperative  aCTeements  and  the 
complete  management  responsibility  is  turned  over  to  NIST.  The  manufacturing 
centers  selected  under  TRP  are  completely  integrated  into  the  Manufacturing  Ex¬ 
tension  Partnership  and  are  managed  as  if  they  had  been  selected  by  NIST  and 
funded  throujrii  NIST.  NIST  participated  in  the  formulation  of  the  TRP  selection  cri¬ 
teria  and  NIST  personnel  screened  and  critically  reviewed  proposals  to  TRP  for  de- 
ploment  funds. 

The  Advanced  Technology  Program  provides  cost- shared  awards  on  a  competitive 
basis  to  industry  to  develop  high-risk  technolomes  that  can  enable  significant  com¬ 
mercial  advances.  While  proposals  are  required  to  address  business  issues  involved 
in  the  development  and  eventual  marketing  of  the  technology,  the  program  does  not 
address  the  aeployment  of  the  final  product.  Proposals  received  by  the  ATP  are  gen¬ 
erated  by  industry  to  meet  industry  needs  and  military  or  dual-use  applications  are 
not  required. 

Question.  NIST  has,  I  believe,  held  a  seminar  on  health  care  applications  for  the 
information  infrastructure.  What  other  areas  do  you  intend  to  cover  and  what  are 
j^ur  objectives  with  these  applications  efforts?  How  will  your  efforts  differ  from 


Answer.  NIST  has  held  over  a  dozen  program  planning  workshops  in  areas  such 
as  Healthcare  Informatics,  Biotechnology,  Automated  Manufacturing,  Advanced  Ma¬ 
terials,  Software,  and  Dimtal  Data  Storage  to  discuss  ATP  program  ideas  in  these 
areas  that  have  been  submitted  primarily  by  industry.  Additional  workshops  are 
planned.  NIST  expects  to  announce  about  5  ATP  programs  based  on  the  ideas  sub¬ 
mitted  by  industry  later  this  month.  Additional  programs  will  be  announced  later 
this  year.  With  regard  to  the  workshop  on  Healthcare  Informatics,  the  potential  pro- 
CTam  that  was  discussed  focused  on  solving  high  risk  problems  associated  with  the 
healthcare  information  infrastructure  as  a  whole  (e.g.,  domain  analysis  tools  and 
models,  business  process  modeling,  etc.),  user  interface  technologies  (e.g.,  digital  li¬ 
braries,  advanced  data  retrieval  tools)  and  laying  the  foundation  for  specific 
healthcare  applications  (e.g.,  clinical  decision  support  systems).  The  NTIA  program 
provides  small  grants  to  non-profit  organizations  in  the  health  care  and  education 
area  aimed  at  linking  those  organizations  to  the  EXISTING  informat^*  n  infrastruc¬ 
ture.  NTIA  is  more  concerned  with  the  utilization  of  existing  technologies.  ATP  is 
evaluating  the  future  information  system  needs  indicated  by  the  healthcare  industry 
and  identifying  many  interrelated  problems  that  would  have  to  be  addressed  by  in¬ 
dustry  to  provide  a  “system  solution.” 

Question.  The  National  Technical  Information  Service  (NTIS)  is  responsible  for 
providing  technical,  scientific,  engineering  and  other  business-related  information 
from  the  Federal  government  to  the  business  and  industrial  research  community. 
You  are  proposing  to  undertake  a  one-time  initiative  to  facilitate  public  access  to 
NTIS  data  through  the  depository  libraries.  Who  do  you  expect  your  customers/users 
to  be  under  this  initiative  and  what  will  be  your  means/piatform  for  disseminating 
information? 

Answer.  U.  S.  business  and  industry  represent  two-thirds  of  the  NTIS  customer 
base.  Under  the  initiative  for  the  Depository  Libraries,  NTIS  would  provide  selected 
libraries  with  onetime  investment  funds.  The  funds  would  be  used  to  purchase  the 
latest  computer  and  telecommunications  hardware,  software  and  associated  training 
to  enable  those  libraries  to  take  advantage  of  increasing  amounts  of  Federal  infor¬ 
mation  becoming  available  electronically.  We  expect  the  mix  of  users  to  remain  es¬ 
sentially  the  same.  We  expect  the  percentage  of  users  acquiring  information  from 
NTIS  by  electronic  means  to  change. 

The  NTIS  platform  for  electronically  disseminating  information  will  be  FedWorld, 
an  online  information  service  established  by  NTIS  to  provide  the  general  public  with 
user-friendly,  one-stop  shopping  access  to  government  information.  FedWorld  pro¬ 
vides  both  dial-up  modem  and  Internet  access.  In  this  way,  we  can  serve  the  infor¬ 
mation  needs  of  those  using  the  developing  “information  highway,”  without  leaving 
behind  the  majority  of  Americans  who  are  not  yet  tied  into  a  major  network. 

Since  FedWorld  was  established  a  little  over  a  year  ago,  we  have  received  over 
400,000  calls  from  over  70,000  users,  who  have  downloaded  over  300,000  files  from 
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our  system.  We  currently  serve  many  in  the  policy  community  as  one  of  the  primary 
points  of  dissemination  for  White  House  information.  For  example,  over  a  gigab^- 
worth  of  copies  of  the  President’s  Report  to  America  and  the  Health  Security  Plan 
were  downloaded  from  FedWorld  within  48  hours  of  the  President's  address  to  Con¬ 
gress. 

FedWorld  also  allows  users  to  “gateway”  through  the  system  to  over  130  other 
publicly  available  government  information  systems,  effectively  providing  “one-stop 
shopping”  for  many  types  of  government  information.  As  a  result  of  the  FedWorld 
gateway,  many  of  these  systems  are  accessible  from  the  Internet  for  the  first  time. 
FedWorld  is  currently  handling  about  3,000  calls  each  day,  but  is  in  the  process  of 
a  hardware  upgrade  that  will  allow  a  peak  of  6,000  to  10,000  calls  a  day. 

We  do  not  assess  any  charges  to  tne  public  to  use  the  basic  Fed\^^^ld  services; 
we  only  set  a  three-hour  per  day  limit.  Instead,  we  are  recovering  our  system  devel¬ 
opment  and  maintenance  costs  through  the  sale  of  products  online  and  through  sub¬ 
scriptions  to  some  specific  databases  and  files  in  the  system.  We  also  provide  infor¬ 
mation  dissemination  services  on  behalf  of  other  agencies,  for  which  we  charge  the 
agencies  based  on  our  costs. 

Question,  NIST  will  be  expanding  its  manufacturing  technolo^  and  outreach  cen¬ 
ters.  The  Department  of  Commerce  also  has  EDA  Centers  and  there  are  Small  Busi¬ 
ness  Development  Centers,  Minority  business  Development  Centers,  all  of  which 
may  be  engaged  in  related  activities.  What  kinds  of  coordination  do  you  see  among 
these  entities? 

Answer.  NIST  is  committed  to  bringing  a  level  of  coordination  to  all  of  the  centers 
which  have  closely  related  missions  in  order  to  present  a  coherent  Federal  face  to 
the  small  and  medium  sized  manufacturers.  For  example,  NIST  has  established 
links  with  SBA  which  provide  for  a  Small  Business  Development  Center  manufac¬ 
turing  field  office  co-located  at  each  of  the  seven  Manufacturing  Technology  Centers. 
Small  Business  Development  Centers  and  other  service  providers  are  being  encour¬ 
aged  to  participate  in  proposal  teams  which  are  competing  for  manufacturing  tech¬ 
nology  and  outreach  centers. 

Not  only  amoi^  the  extension  type  activities,  but  also  among  technology  sources 
such  as  DOE,  DOD,  EPA,  and  NASA  and  sources  of  essential  related  services  such 
as  SBA,  DOL,  and  other  parts  of  DOC,  NIST  is  committed  to  stimulating  the  link¬ 
ages  necessary  to  provide  effective,  coherent  service  to  the  small  and  memum  sized 
manufacturers. 

The  MBDA’s  Enterprise  Development  Program  and  its  Minority  Business  Devel¬ 
opment  Centers,  MBDC's,  currently  work  collaboratively,  both  nationally  and  lo¬ 
cally,  with  other  Federal  agencies  on  many  proiects  to  promote  and  enhance  minor¬ 
ity  business  development.  We  work  to  assure  that  our  efforts  avoid  duplication  and 
overlap  and  engage  in  projects  with  agencies  having  separate,  discrete  yet  com¬ 
plementary  scc^s  of  activity. 

The  MEGA  Center  of  Los  Angeles  has  a  Technology  Assistance  component  which 
is  designed  to  increase  MBE  competitiveness  through  cooperation  with  NIST  pro¬ 
grams,  The  MEGA  Center  provides  problem  solving  and  business  planning  assist¬ 
ance  to  clients  utilizing  feaeral,  state  and  local  resources,  e^.  NlSTs  Advanced 
Technology  Program  (ATP)  and  Manufacturing  Technology  Centers  (MTC).  The 
MEGA  Center  v^l  also  assist  MBE’s  in  the  preparation  of  applications  to  the  NIST 
programs. 

Question.  Commerce  participates  in  the  Small  Business  Innovation  Research 
(SBIR)  program.  How  is  SBIR  operated  within  the  Technology  Administration  and 
NIST?  fs  iSie  set  aside  taken  from  your  accounts  and  do  you  administer  the  pro¬ 
gram? 

Answer.  The  Small  Business  Research  and  Development  Enhancement  Act  of 
1992  (Public  Law  102-664)  requires  each  Federal  agency  having  an  extramural 
budget  for  R&D  in  excess  of  $100  million  to  contribute  1.5  percent  of  their  fiscal 
year  1994  R&D  extramural  budget  to  the  SBIR  Program.  NIST  actively  participates 
in  the  SBIR  program  and  administers  the  selection  of  SBIR  topics  ana  awards  to 
small  business  concerns  that  meet  NIST  research  and  development  needs.  Proposals 
are  evaluated  by  NIST  technical  reviewers  who  rate  and  rank  the  proposals  on  sci¬ 
entific  and  technical  merit  including  commercial  potential  of  the  technology.  This 
fiscal  year,  NIST  anticipates  making  approximately  30  firm-fixed-price  contract 
awards  of  no  more  than  $50,000  each  ana  approximately  6  contract  awards  at  no 
more  than  $200,000  each. 

Question.  Nebraska  has  received  a  few  SBIR  awards  but  certainly  not  as  many 
as  I  would  like.  Are  there  ways  that  you  can  help  states  with  a  smaller  manufactur¬ 
ing  and  industrial  base  participate  in  your  portion  of  the  SBIR  program? 

Answer,  The  key  to  broadening  the  base  of  any  state’s  participation  in  the  SBIR 
Program  is  assuring  that  small  businesses  within  the  state  are  fully  aware  of  the 
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program  itself,  and  specifically  the  significant  benefits  of  participating  in  the  pro- 
gram.  Annually,  NlSr  generates  a  Frogram  Solicitation  document  that  identifies 
specific  subtopics  in  which  proposals  are  sought.  By  the  nature  of  NISTs  mission, 
tne  subtopics  tend  to  be  more  specific  in  the  various  fields  of  technology,  as  opposed 
to  a  more  generic  or  genersJ  subtopic.  For  that  reason,  NIST’s  current  practice  is 
to  encourage  small  business  entrepreneurs  to  contact  our  SBIR  Program  Manager 
direcUy  (301-975-4517)  relative  to  participating  in  the  NIST  program.  Such  contact 
assures  that  the  small  business  is  given  the  opportunity  to  communicate  directly 
with  NIST  technical  staff  to  explore  and  develop  subtopics  relevant  to  both  the  Gov¬ 
ernment’s  needs  and  the  small  business’s  capability. 


Questions  Submitted  by  Senator  Pete  V.  Domenici 

NIST— USE  OF  GRANT  FUNDS  FOR  IN-HOUSE  RESEARCH 

Question.  The  authorization  for  the  Advanced  Technology  Program  allows  NIST 
to  retain  up  to  10  percent  of  the  funds  appropriated  for  the  program  for  ‘*IN- 
HOUSE”  research. 

How  are  these  funds  used? 

Answer.  ATP  does  not  allow  the  NIST  laboratories  to  receive  ATP  funding  directly 
from  companies  that  receive  awards  to  perform  research  related  to  ATP  projects. 
ATP  intramural  funds  are  used  to  support  work  within  NIST  that  is  criticallv  need¬ 
ed  by  ATP  awardees.  The  ATP  program  selects  intramural  projects  for  funding  on 
the  basis  of  the  needs  of  extramural  projects  and  the  unique  contributions  (in  terms 
of  expertise,  technical  facilities,  relation  to  fundamental  measures  and  standards, 
etc.)  that  a  NIST  laboratory  can  bring  to  the  project.  The  intramural  projects  are 
selected  for  funding  after  the  related  extramural  awards  are  selected  and  the  tech¬ 
nical  needs  of  those  individual  projects  are  determined.  In  some  cases  projects  have 
been  funded  because  they  support  a  cluster  of  awards  in  a  broad  tecnnology  area 
rather  than  one  individual  project. 

NIST  does  not  place  similar  restrictions  on  funding  to  other  federal  laboratories. 
Other  federal  laboratories  can  receive  ATP  funds  directly  through  companies  as  sub¬ 
contractors  or  as  partners  in  company-led  joint  ventures.  They  can  (and  do)  develop 
cooperative  arrangements  with  companies  that  apply  for  ATP  funds  before  awards 
are  selected  and  can  be  directly  funded  by  the  ATP  as  a  partner  or  subcontractor 
in  a  joint  venture  as  a  subcontractor  to  a  company-led  project.  Unlike  the  NIST  lab¬ 
oratories,  there  is  no  restriction  on  the  amount  of  funding  that  can  flow  through 
company-led  projects  to  other  federal  laboratories— the  technical  and  business  merit 
of  the  submitted  proposals  determines  the  amount.  For  example,  Sandia  National 
La^ratory  is  a  partner  in  the  Printed  Wiring  Board  Joint  Venture  sponsored  by  the 
National  Center  for  Manufacturing  lienees,  and  has  received  substantial  funding 
through  that  mechanism.  Other  examples  of  federal  labs  receiving  funding  through 
ATP  awardees  include  Oak  Ridge  National  Laboratory  and  Lawrence  Berkeley  Lab¬ 
oratory. 

Question.  How  much  has  NIST  retained  of  these  external  grant  funds  for  internal 
use  in  fiscal  years  1993  and  1994?  How  much  does  it  intend  to  retain  in  fiscal  year 
1995? 

Answer.  In  fiscal  year  1993,  NIST  retained  approximately  $6,8  million  of  the  ex¬ 
ternal  grant  funds  for  internal  use  or  approximately  10  percent  of  the  available 
founding.  The  percentage  of  funding  retained  for  intramural  use  is  expected  to  de¬ 
crease  significantly  as  the  program  ejmands.  ATP  expects  to  use  about  $12  million 
(6  percent)  to  support  intramural  NIST  research  in  fiscal  year  1994  and  $16  million 
(3.6  percent)  in  fiscal  year  1995  (assuming  that  the  President’s  fiscal  year  1995  ATP 
budget  request  is  approved). 

Question.  Are  these  funds  available  only  for  use  by  NIST  laboratories,  or  can  they 
be  used  by  other  federal  labs,  such  as  The  Department  of  Energy  or  Department 
of  Defense  Laboratories? 

Answer.  Because  other  federal  laboratories  can  receive  (and  are  receiving)  ATP 
funding  directly  from  the  ATP  extramural  projects,  ATP  has  not  used  intramural 
funding  to  support  work  at  other  federal  laboratories. 

NIST— CONSTRUCTION 

Question.  During  fiscal  years  1993  and  1994,  Congress  has  provided  a  total  of 
$167  million  in  construction  funds  to  NIST.  The  1995  request  is  for  $90  million. 

What  are  the  unobligated  balances  for  NIST  construction?  (Note:  $99  million  car¬ 
ried  forward  into  fiscfid  year  1995.) 

Answer.  Currently,  $155.8  million  is  unobligated. 
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Question.  How  does  NIST  intend  to  use  these  unobligated  balances  in  1994? 
^swer  An  additional  $50.2  million  will  be  obligati  in  fiscal  year  1994  for  cer¬ 
tain  A&£  and  construction  management  tasks,  construction  of  the  Boulder  Central 
Plant,  ex|)ansion  of  the  Gaithersburg  Plant,  and  temperature  and  vibration  testing. 
The  remaining  funds  are  committed  in  fiscal  year  1995  towards  the  construction  of 
the  new  Advanced  Technology  Laboratories  (ATL’s). 

Question.  How  would  the  1995  funding  request  be  used,  and  when  would  funds 
be  obligated? 

Answer.  The  fiscal  year  1995  funds  are  needed  for  the  construction  of  the  nev/ 
ATL*s  in  Gaithersburg  and  Boulder.  Funds  will  obligate  in  the  early  part  of  fiscal 
year  1995,  wi^  construction  bemnning  around  mid-year. 

Question.  Given  the  large  un<mligated  balances,  why  should  congress  provide  addi¬ 
tional  construction  funds  Tor  NIST  for  fiscal  year  1995? 

Answer.  The  level  of  unot  ligated  balances  in  fiscal  year  1993  and  1994  are  not 
unusual  for  a  complex  construction  program  of  this  type.  Construction  contracts  can¬ 
not  be  advertised  until  the  Design  and  Engineering  specifications  are  ready,  and 
that  effort  has  been  underway  since  funds  were  first  approved  in  fiscal  year  1993. 
The  construction  phases  of  the  program  are  moving  into  place  now  and  uie  unobli¬ 
gated  balances  and  the  funds  requested  for  fiscal  year  1995  will  be  applied  to  the 
construction  contracts  during  the  fiscal  year  1994,  1995  timeframe.  The  attached 
graphs  show  NISTs  Capital  Improvement  Plan. 

It  is  most  important  that  Congress  provide  these  additional  funds  in  fiscal  year 
1995  because  they  are  needed  to  fully  fund  the  construction  of  the  two  new  ATL's. 
If  these  funds  are  not  available,  a  contract  cannot  be  let  and  construction  would  be 
delayed  until  funds  are  provided. 

NIST— INTERNATIONAL  TRADE  AND  STANDARDIZATION 

Question.  The  1995  budget  includes  a  new  initiative  of  $4.7  million  for  inter¬ 
national  trade,  standardization,  and  measurement  services.  My  understanding  is 
that  the  initiative  would  attempt  to  influence  foreign  governments  to  adopt  U.S. 
technology  into  the  measurement  systems  of  our  trading  partners. 

What  success  has  the  United  States  had  in  the  pilot  standardization  program  that 
we’ve  been  supporting  in  Saudi  Arabia  and  the  Gvilf  States? 

Answer.  Since  the  inception  of  the  program  with  the  assignment  of  a  U.S.  stand¬ 
ards  expert  to  work  with  the  Saudi  Arabia  Standards  Orgamzation  (SASO),  we  have 
received  approximately  575  proposed  new  and  revised  SASO  standards,  in  40  dif¬ 
ferent  product  categories  for  comment.  These  have  been  distributed  to  and  reviewed 
by  150  public  and  private  sector  organizations,  with  comments  already  submitted 
on  350  documents.  Virtually  all  comments  have  been  considered  and  accepted  by 
SASO. 

The  economic  benefits  of  this  program  have  been  highly  significant  and  one  factor 
in  contributing  to  a  22.5  percent  increase  in  exports  to  Saudi  Arabia  in  1992,  with 
the  United  States  remaining  the  largest  supplier  of  products  to  that  country.  The 
total  sales  of  U.S.  products  to  Saudi  Arabia  (the  16th  largest  market  in  the  world) 
increased  80  percent  in  the  two-year  period  from  1990-1992.  In  that  same  period, 
U.S.  sales  to  the  Gulf  countries  (the  10th  largest  world  market)  rose  72  percent. 
NIST  has  also  facilitated  trade  by  expediting  conformity  assessment  certificates  for 
U.S.  products  in  Saudi  Arabia. 

Question.  What  countries  would  be  targeted  in  this  initiative? 

Answer.  Initial  consideration  will  be  given  to  assigning  full  (or  in  some  cases, 
part-time)  experts  to  Russia,  Mexico,  India,  and  other  selected  “Big  Emerging  Mar¬ 
ket”  (BEM)  countries  or  other  major  trading  areas  (including  Eastern  Europe  and 
South  America). 

Question.  What  would  be  the  benefits  to  the  U.S.  if  our  trading  partners  used  our 
industrial  standards  as  the  basis  for  their  own? 

Answer.  The  use  of  the  same  or  harmonized  standards  and  conformity  assessment 
mechanisms  is  expected  to  facilitate  the  acceptance  of  test  results  obtained  in  the 
United  States  and,  thereby,  the  entry  of  U.S.  products  into  foreign  markets.  Without 
such  uniformity,  U.S.  manufacturers  and  exporters  are  subject  to  expensive  and 
time-consuming  duplication  of  production  facilities  and  product  testing  both  in  the 
United  States  and  abroad. 


NIST— INTERNAL  PROGRAMS 

Question.  NIST  internal  programs  would  increase  from  $226  million  in  1994  to 
$316  million  in  1995.  An  ermancement  of  $90  million  or  34  percent.  Major  program 
increases  would  be  provided  for  manufacturing  engineering  ($17.8  million);  mate¬ 
rials  science  and  engineering  ($16.8  million);  and  computer  systems  ($38.1  million). 
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What  would  be  the  focus  of  the  increase  in  manufacturing  engineering?  How 
would  these  funds  build  on  the  current  proCTam,  and  how  would  Nl^  cooperate 
with  other  federal  agencies  involved  in  manufacturing  engineering? 

Answer.  The  increased  funding  will  support  an  initiative  in  advanced  manufactur¬ 
ing  and  will  seek  to  assist  U.S.  industry  through  devel^ing  necessary  technolo^, 
standards,  and  procedures  to  improve  competitiveness.  Focusing  on  research  in  In¬ 
telligent  manufacturing  cells,  intepated  tools,  and  manufacturing  technology  infra¬ 
structure,  the  initiative  wll  provide  needed  support  for  research  in  next  generation, 
highly  flexible,  sensor-driven  manufacturing  systems,  precision  machining,  advanced 
material  components  fabrication,  mechanical  assembly  nanofabrication,  and  inte¬ 
grated,  computer  based  enmneering  tools. 

The  initiative  will  provide  a  needed  research  base  beyond  the  currently  supported 
infrastructure  programs  in  measurement  methods,  calibration  services,  interface 
standards,  and  intelligent  machines.  An  increase  of  $4  million  in  fiscal  year  1994 
has  provided  us  with  the  means  to  begin  the  structure  of  a  comprehensive  plan  for 
this  initiative. 

NIST  has  a  tradition  of  working  with  other  Federal  agencies  in  carrying  out  man¬ 
ufacturing  research.  Long-standing  relationships  have  been  established  with  the  De¬ 
partments  of  Defense  and  Energy  in  particular.  Both  departments  are  co-sponsors 
and  active  participants  in  NIST’s  April,  1994  Manufacturing  Technology  Needs  and 
Issues  Conference.  Through  activities  such  as  this  conference,  NIST  will  be  able  to 
best  respond  to  industrial  needs  and  effectively  integrate  its  programs  with  those 
of  other  agencies. 

Question.  What  would  be  the  focus  of  the  increase  in  materials  science  and  enm- 
ne:;ring?  How  would  these  funds  build  on  the  current  program,  and  how  would 
NIST  cooperate  with  other  federal  agencies  involved  in  materials  science  and  engi¬ 
neering? 

Answer.  While  the  United  States  currently  continues  to  lead  in  basic  research  in 
the  materials  arena,  significant  gaps  exist  in  the  research  and  development  required 
to  move  these  new  materials  from  the  laboratory  bench  to  the  marketplace.  These 
gaps  are  being  addressed  by  our  foreign  economic  competitors  using  coordinated  pro¬ 
grams  and  resources  with  materials  producers  and  users  aided  by  the  resources  of 
government  and  universities.  The  Omce  of  Science  and  Technolo^  Policy  (OSTP) 
and  Office  of  Management  and  Budget  recomized  the  importance  of  materials  tech¬ 
nology  in  providing  greater  industrial  productivity,  and  economic  growth,  and  in 
19901auncned  a  budget  crosscut  on  the  Federal  effort  in  materials  science  and  tech¬ 
nology.  The  Clinton  Administration  has  maintained  the  continuiW  of  focus  on  mate¬ 
rials  technology  through  the  National  Science  and  Technology  Council  (NSTC),  its 
Committee  on  Indiistnal  Technology  (CIT),  and  the  newly  created  Materials  Tech¬ 
nology  Subcommittee. 

In  support  of  the  NSTC  priority  of  developing  an  integrated  Federal  R&D  pro¬ 
gram,  InIST  plays  a  dual  role.  Dr.  ^le  H.  Schwartz,  Director,  MSEL/NIST,  is  chair¬ 
man  of  the  nSTC/CIT  Materials  Technology  Subcommittee  which  provides  inter¬ 
agency  planning  and  coordination  and  private  sector  linkage  on  Federal  policies/pro- 
p-ams  impacted  by  advanced  materials  technology.  Concurrently,  NIST  nas  already 
begun  coordinated  activities  with  other  Federal  agencies  in  some  of  the  proposed 
new  program  areas,  or  has  identified  additional  Federal  programs  for  the  develop¬ 
ment  of  future  coordinated  activities  that  complement  the  NIST  effort.  For  example, 
NIST  has  worked  closely  with  ARPA  in  the  extension  of  the  concepts  of  intelligent 
processing  of  materials  to  the  consolidation  of  advanced  alloys  for  high  performance 
applications.  Under  a  National  Center  for  Manufacturing  Sciences  consortium  to  de¬ 
velop  lead-free  solder  alloys,  NIST  is  working  with  Sandia  National  Laboratories  to 
develj^  selection  criteria  for  these  new  solder  alloys. 

NIST  has  developed  a  strategy  to  ensure  that  the  technology  it  develops  is  rel¬ 
evant  to  industrial  needs  and  to  ensure  that  it  is  readily  transferred  to  industry. 
NIST  has  a  broad  technical  base  in  materials  science  and  technology  and  is  in  a 
position  to  address  the  widest  ranp  of  the  needs  of  industry  in  the  materials  field. 
For  example,  as  a  result  of  technology  transferred  by  an  industry/NIST  consortium 
that  developed  a  system  to  control  the  production  of  metal  alloy  powder  for  aircraft 
engine  components,  one  consortium  member  documented  a  substantial  scrap  reduc¬ 
tion. 

The  proposed  NIST  program  builds  on  these  existing  strengths  in  metals,  ceram¬ 
ics,  polymers,  organic  matrix  composites,  and  cementitious  materials  and  expends 
the  areas  of  technical  coverage  to  include  accelerating  commercialization  of  ad¬ 
vanced  materials  and  high  performance  infrastructure  materials.  The  NIST  pro¬ 
grams  are  focused  on  major  priority  areas  singled  out  by  industry/government/uni- 
versity  workshops  and  emphasize  synthesis  and  processing  and  measurement 
science  characterization  of  relevant  materials.  The  program  focuses  on  integration 
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of  materials  with  desi^  and  manufacturing  requirements  by  linking  design  and 
data,  process  optimization,  fabrication,  and  testing  in  order  to  facilitate  the  accept¬ 
ance  and  use  of  advanced  materials  and  systems. 

Question.  What  would  be  the  focus  of  the  inci^ase  in  computer  ^sterns?  How 
would  these  funds  build  on  the  current  progrem,  and  how  would  NIST  cooperate 
with  other  federal  agencies  involved  in  computer  systems? 

Answer.  NIST  will  extend  its  standards  efforts  wi^in  a  manufacturing  applica¬ 
tion  context;  examples  include  digital  product  specifications  which  will  enable  com¬ 
puter  aided  design  for  electronic  and  mechanical  engineering,  apparel  and  textile  de¬ 
sign  and  manufacturing,  and  the  design  and  construction  of  process  industry  plants. 
Industry  would  collaborate  with  NIST  in  establishing  the  standards  agenda  to  be 
achieved,  developing  the  standards,  validating  the  standards,  and  subsequently  de¬ 
veloping  tests  for  conformity  and  interoperability,  and  finally  demonstrating  proto¬ 
types  within  the  Advanced  Manufacturing  Systems  and  wetworking  Testbed  at 
NlST.  NIST’s  program  will  also  develop  standards  and  technologies  which  the  elec¬ 
tronics  industry  has  stated  are  requirements  to  achieve  their  semiconductor  road¬ 
map. 

NI^  also  works  with  industry  on  standards  for  advanced  communications  tech¬ 
nologies  and  services;  examples  include  ATM  (asynchronous  transfer  mode)  tech¬ 
nologies  which  promise  to  be  the  basis  for  both  wide  area  networks — broadband,  in¬ 
tegrated  services  digital  network  (B-ISDN>— and  local  area  networks  which  provide 
needed  communications  platforms.  At  the  present  time,  these  networks  do  not  pro¬ 
vide  ail  the  services  that  are  needed  by  applications  programs,  ^curity  services  are 
an  example.  NIST  will  pursue  a  researcn  and  development  agenda  to  develop  and 
integrate  security  services  into  the  information  infrastructure.  NIST  will  investigate 
the  applicability  of  object  oriented  technologies  to  the  specification  of  security  mod¬ 
ules  for  use  within  a  networking  context.  Electronic  commerce,  health  care,  and 
manufacturing  are  application  domains  which  need  enhanced  security  services  in 
networked  environment  (authentication,  encryption,  digital  signatures).  NIST  will 
work  with  other  agencies  when  program  managers  determine  that  there  is  a  com¬ 
plementary  relationship  between  joint  R&D  activities;  often  NIST’s  role  is  in  stand¬ 
ards  and  development  of  measurement  or  manufacturing  technologies,  and  the  other 
agency’s  role  is  in  their  application.  Examples  incluae  collaboration  with  DOE/ 
Sandia  Laboratories  related  to  manufacturing  and  robotics,  and  DOE/Lawrence 
Livermore  Laboratories  regarding  electronic  commerce  in  the  electronics  industry. 
Also,  NIST  is  collaborating  with  NIH  in  the  use  of  advanced  communications  tech¬ 
nologies  for  local  area  networks  in  medical  applications,  and  ARPA  in  manufactur¬ 
ing,  computer  security,  voice  recognition  and  performance  of  scalable,  high  perform¬ 
ance  computing  systems. 

NIST— ENVIRONMENT  TECHNOLOGIES 

Question.  NIST  is  requesting  an  increase  of  $4.2  million  and  7  positions  for  work 
in  environmental  technologies.  The  intention  is  to  develop  advanced  technologies  in 
measurement  and  other  areas  connected  with  such  technologies.  The  budget  jus¬ 
tification  states  that  NIST  will  engage  in  “cooperative  research  agreements  with  in¬ 
dustry  and  other  Federal  agencies’^  in  this  effort. 

I  know  that  Sandia  National  Laboratory  has  been  heavily  engaged  in  developing 
environmental  technologies. 

Have  you  assessed  the  abilities  of  Sandia  in  this  regard? 

Please  provide  for  the  committee  a  description  of  the  work  NIST  intends  to  pursue 
in  this  area,  and  whether  or  not  Sandia’s  resources  can  be  used  in  a  cooperative 
effort. 

Answer.  Although  NIST  is  requesting  an  increase  of  $4.2  million  for  environ¬ 
mental  technolomes  we  are  asking  for  few  additional  slots.  A  si^ficant  amount  of 
this  funding  will  be  used  to  replace  other  agency  funds  which  NIST  has  relied  heav¬ 
ily  on  in  the  past  to  carry  out  envirorunental  activities.  Part  of  the  requested  fund¬ 
ing  is  earmarked  for  ^een  building  technology  which  will  be  carried  out  at  NIST 
with  various  industrial  partners.  Another  portion  of  the  funding  is  intended  for  the 
development  of  Standard  Reference  Materials  and  Standard  Reference  Data,  which 
are  the  responsibilities  of  NIST.  In  the  area  of  generic  technologies,  NIST  has  col¬ 
laborative  efforts  with  Sandia  in  the  use  of  supercritical  fluid  oxidation  for  waste 
elimination.  This  collaboration  may  expand  in  the  future  if  future  initiative  funding 
is  received. 


NIST— MANUFACTURING  EXTENSION  PARTNERSHIP 

Question.  In  1995,  NIST  support  for  the  manufacturing  extension  partnership 
would  increase  from  $30  million  to  $61  million. 
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The  program  is  intended  to  strengthen  the  competitiveness  of  small-  and  medium¬ 
sized  manufacturing  firms.  According  to  the  budget  submission,  MIST  has  estab¬ 
lished  links  with  omer  federal  agencies  to  avoid  duplication  and  improve  the  acces¬ 
sibility  of  federal  services  to  these  firms.  The  budget  document  states,  “NIST  has 
agreements  with  dej^rtment  of  eneiw  labs  at  Sandia  and  Y-12  at  Oak  Ridge  and 
with  Department  of  Defense  centers  of  excellence  for  those  facilities  to  serve  as  tech¬ 
nology  sources  for  the  extension  network.” 

What  is  the  nature  of  the  agreements  with  Sandia  and  Y-12? 

Answer.  There  are  a  number  of  ^eements  in  place  and  NIST  is  working  actively 
to  develop  further  linkages  to  DOE  technology  sources.  The  California  MTC  has  a 
formal  agreement  with  Sandia  to  make  use  of  their  technology  in  serving  client 
firms,  and  they  use  interactive  videoconferenciM  (as  well  as  more  tramtional 
means)  to  provide  this  service.  NIST  manages  two  TRP  cooperative  agreements  with 
Sandia.  One  addresses  the  energy  and  environment  needs  of  small  companies  and 
the  other  is  a  pilot  project  to  define  techniques  for  making  internal  technology  more 
visible  and  accessible  throughout  the  Manufacturing  Extension  Partnership  net¬ 
work.  NIST  has  formal  agreements  with  Y-12  to  cooperate  in  the  development  and 
dissemination  of  Best  Manufacturing  Practices,  and  to  assist  Y-12  in  definition  of 
a  shared  manufacturing  facility/service  center  for  small  manufacturers  tied  into  the 
Tennessee  industrial  extension  system.  Y-12  has  provided  technology  assistance  to 
manufacturers  in  the  Southeast  in  cooperation  with  the  Southeast  Manufacturing 
Technology  Center.  NIST  is  managing  a  TRP  cooperative  agreement  with  Y-12  and 
the  Great  Lakes  MTC  for  development  of  client  tracking  systems  for  the  Manufac¬ 
turing  Extension  Partnership  network.  Y-12  has  placed  several  professional  staff 
members  at  NIST  as  visiting  staff  for  the  Manufacturing  Extension  Partnership,  to 
further  develop  cooperative  means  for  utilizing  available  technology  from  DOE  fa¬ 
cilities.  At  the  Departmental  level,  a  DOC-DOE  agreement  is  under  development 
which  will  significantly  ease  the  procedural  burdens  imposed  on  small  companies 
seeking  assistance  from  DOE  facilities  in  connection  with  NIST  manufacturing  ex¬ 
tension  centers. 

Question,  How  can  such  agreements  work  to  make  this  a  better  pn^am? 

Answer.  One  of  the  fundamental  principles  of  the  Manufacturing  Extension  Part¬ 
nership  is  to  avoid  duplication  of  resources,  expertise,  or  facilities  which  are  other¬ 
wise  available.  NIST  seeks  through  the  develooment  of  linkages  with  other  Federal 
agencies  to  make  use  of  their  technology  and  facilities,  and  to  respect  their  mission 
objectives.  The  agreements  described  above  represent  a  part  of  the  effort  to  make 
the  fullest  possible  use  of  existing  DOE  resources  in  order  to  provide  services  to 
small  and  medium  sized  manufacturers.  NIST  is  similarly  working  with  the  Small 
Business  Administration  on  business  and  management  planning  and  loan  guaran¬ 
tees;  with  the  Department  of  Labor  on  workforce  training  and  workplace  organiza¬ 
tion;  with  the  Environmental  Protection  Agency  on  source  reduction  and  environ¬ 
mentally  conscious  manufacturing;  and  with  the  Department  of  Defense  on  use  of 
their  laboratories,  centers  of  excellence,  Best  Manufacturing  Practices  program,  and 
CALS  Shared  Resources  Centers. 

NIST— GROWTH  IN  ADVANCED  TECHNOLOGY  PROGRAM 

Question.  The  Advanced  Technology  Pro^am,  or  ATP,  would  increase  from  $200 
million  to  $451  million  under  the  Presidents  budget. 

How  much  of  this  funding  is  required  to  continue  to  support  grants  made  prior 
to  fiscal  year  1995? 

Answer.  The  exact  amount  of  funding  required  for  the  outyears  of  ^ants  made 
prior  to  fiscal  year  1995  cannot  be  determined  until  all  of  the  fiscal  year  1994 
awards  are  selected.  However,  the  ATP  has  developed  budget  estimates  that  project 
that  approximately  $255  million  will  be  needed  to  support  the  outyears  of  grants 
made  prior  to  fiscal  year  1995.  This  amount  excludes  other  expenses  such  as  admin¬ 
istrative  costs.  Small  Business  Innovative  Research  Program  set  aside,  and  intra¬ 
mural  research  funds. 

Question.  Of  the  remaining  funds,  what  technology  areas  will  be  targeted  for  sup¬ 
port,  and  why? 

Answer.  Assuming  that  $451  million  is  appropriated  for  the  ATP  in  fiscal  year 
1995  and  taking  into  account  other  expenses  as  indicated  above,  approximately  $143 
million  will  be  available  to  support  one  additional  general  competition  (of  approxi¬ 
mately  $25  million)  and  5  to  6  program  competitions.  The  technology  areas  that  will 
be  targeted  for  support  will  be  based  on  many  program  ideas  submitted  by  industry 
(see  previous  question) — ideas  are  still  being  received.  Many  specific  program  op¬ 
tions  are  being  developed  based  on  these  ideas  in  a  variety  of  broad  t^hnolo^ 
areas  such  as  construction  technology,  chemical  processing,  biotechnology,  auto- 
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mated  manufacturing,  electronics,  and  information  technology.  Specific  programs  se¬ 
lected  will  be  announced  this  fall.  Those  programs  that  best  meet  the  four  ATP  Pro¬ 
gram  Selection  Criteria  will  be  chosen.  The  four  criteria  are:  potential  for  U.S.  eco¬ 
nomic  benefit,  good  technical  ideas,  strong  industry  commitment,  and  the  oppor¬ 
tunity  for  ATP  funds  to  make  a  difference. 

Question.  What  will  be  the  size  of  individual  grants? 

Answer.  The  size  of  individual  ^ants  cannot  be  determined  until  individual 
projects  are  selected.  The  ATP  enabling  legislation  requires  that  all  single  company 
awards  must  be  under  $  2  million  and  not  exceed  3  years.  Joint  ventures  can  be 
funded  up  to  5  years  but  there  is  no  limit  on  the  amount  of  funding.  Based  on  the 
past  four  general  competitions,  ATP  single  company  awards  are  likely  to  average 
about  $1.6  million  over  2  to  3  years.  Joint  venture  awards  are  likely  to  average 
about  $7-“G  million  over  about  4  years.  With  the  introduction  of  program  competi¬ 
tions  in  fiscal  year  1994,  it  is  possible  that  a  greater  number  of  joint  ventures  will 
fom  to  apply  for  those  competitions.  If  a  greater  percentage  of  joint  ventures  re¬ 
ceive  future  awards  (in  the  past  23  of  89  awards  have  gone  to  joint  ventures),  the 
average  size  of  an  award  will  increase  accordingly. 

NIST— WORKING  CAPITAL  FUND  TRANSFERS 

Question.  The  1995  budget  assumes  transfers  from  the  extramural  programs  to 
the  Working  Cm)ital  Fund  of  $1,710,000.  These  transfers  included  $1,200,000  from 
the  Advanced  Technology  Program;  $300,000  from  the  Manufacturing  Extension 
Partnership  Program;  and  $210,000  from  the  Quality  Program. 

Since  these  are  extramural  programs,  why  are  funds  transferred  to  the  Working 
Capital  Fund?  What  expenditures  are  made  with  these  transferred  funds? 

Answer.  The  funds  transferred  to  the  Working  Capital  fund  from  this  appropria¬ 
tion  are  for  the  purchase  of  computer  equipment  needed  to  provide  administrative 
and  programmatic  support  to  the  NIST  ATP,  MEP,  and  Quality  Program  staff  that 
support  the  programs. 

Depreciable  or  “capital”  equipment  assi^ed  to  NIST’s  program  is  purchased  as 
an  asset  of  the  NIST  Working  Capital  fund  and  amortized  through  charges  to  bene- 
fitting  projects.  Capital  is  made  available  for  expansion  programs  through  a  transfer 
to  the  mnd  from  the  appropriation  supporting  the  work. 

SUBCOMMITTEE  RECESS 

Senator  HOLLINGS.  The  subcommittee  will  be  in  recess  until 
Thursday  morning  at  10  a.m.  when  we  hear  from  the  FBI  and  the 
Drug  Enforcement  Administration. 

[Whereupon,  at  12:29  p.m.,  Tuesday,  April  12,  the  subcommittee 
was  recessed,  to  reconvene  at  10  a.m.,  Thursday,  April  14.] 


DEPARTMENTS  OF  COMMERCE,  JUSTICE,  AND 
STATE,  THE  JUDICIARY,  AND  RELATED 
AGENCIES  APPROPRIATIONS  FOR  FISCAL 
YEAR  1995 


THURSDAY,  APREL  14,  1994 

U.S.  Senate, 

Subcommittee  of  the  Committee  on  Appropriations, 

Washington,  DC, 

The  subcommittee  met  at  10  a.m,,  in  room  S-146,  the  Capitol, 
Hon.  Ernest  F.  Hollings  (chairman)  presiding. 

Present:  Senators  Hollings,  Sasser,  Kerrey,  Domenici,  Stevens, 
and  Gramm. 

DEPARTMENT  OF  JUSTICE 
Federal  Bureau  of  Investigation 

STATEMENT  OF  HON.  LOUIS  J.  FREEH,  DIRECTOR 
ACCOMPANIED  BY: 

BURDENA  G.  PASENELLI,  CHIEF  FINANCIAL  OFFICER  AND  ASSIST- 
ANT  DIRECTOR  FOR  FINANCE 

JOHN  HARLEY,  DEPUTY  ASSISTANT  DIRECTOR  FOR  NATIONAL  SE¬ 
CURITY 


opening  remarks 

Senator  Rollings.  Good  morning.  The  subcommittee  this  morn¬ 
ing  will  continue  its  fiscal  1995  hearings  with  a  review  of  the  budg¬ 
et  request  for  the  Federal  Bureau  of  Investigation  and  the  Drug 
Enforcement  Administration.  Appearing  first  will  be  the  Director  of 
the  Federal  Bureau  of  Investigation,  Judge  Louis  J.  Freeh. 

The  FBTs  request  for  fiscal  year  1995  is  $2,138,781,000,  rep¬ 
resenting  a  $100  million,  or  5-percent  increase  above  this  year*s  ap¬ 
propriated  level. 

Let  me  welcome  Director  Freeh.  I  note — or  let  us  say  he  is  testi¬ 
fying  before  the  subcommittee  for  the  first  time.  Joining  Director 
Freeh  at  the  table  is  Burdena  G.  Pasenelli,  the  Chief  Financial  Of¬ 
ficer  and  Assistant  Director  for  Finance  at  the  FBI.  We  are  pleased 
to  have  you  both  this  morning,  and  we  would  be  delighted  to  hear 
from  you. 

We  now  have  your  statement,  Judge,  and  we  will  enter  it  in  the 
record  in  its  entirety,  or  you  can  deliver  it  or  highlight  it  either 
way. 
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OPENING  STATEMENT 

Mr.  Freeh.  Thank  you,  Mr.  Chairman.  It  is  indeed  a  pleasure  to 
appear  before  you  and  this  distinguished  committee  as  my  first  tes¬ 
timony  before  the  Senate  committee,  and  I  just  want  to  compliment 
you  and  the  other  members  of  the  committee  and  staff  for  what  I 
inherited,  which  was  an  excellent  working  relationship  and  tremen¬ 
dous  across-the-board  support  by  this  committee  and  staff,  for 
which  I  am  very,  very  grateful. 

I  think  I  will,  if  you  do  not  mind,  sir,  read  my  statement. 

Senator  Rollings.  Surely. 

Mr.  Freeh.  And  I  will  try  to  highlight  parts  of  it. 

I  would  like  to  begin  by  saying  that  in  the  United  States  today 
there  really  is  no  debate  about  whether  crime  is  a  serious  problem. 
We  then  ask  how  serious  it  is.  Crime  in  the  United  States  in  our 
view  is  a  disaster.  When  we  ask  how  much  of  a  disaster,  we  bring 
to  mind  the  words  of  Winston  Churchill  describing  a  bitter  defeat 
in  World  War  II,  calling  it  a  disaster  of  the  first  magnitude. 

I  think  we  are  better  able  to  understand  our  crime  problem  when 
we  look  at  it  through  the  perspective  of  some  other  countries,  very 
briefly. 

In  Japan  recently  the  populace  was  justifiably  shocked  to  learn 
that  two  college  students,  including  one  from  Japan,  were  mur¬ 
dered  in  a  carjacking  in  the  Los  Angeles  area.  That,  of  course, 
would  be  a  shocking  crime  under  any  circumstances.  One  reason  it 
may  have  been  such  a  dreadful  spectacle  for  Japan  is  that  in  1992, 
for  instance,  there  were  only  956  murders  in  that  country,  un¬ 
doubtedly  a  great  number. 

In  the  United  States,  unfortunately,  in  1992  our  records  show 
23,760  murders.  Even  allowing  for  the  population  differences,  that 
comparison  is  somewhat  staggering.  That  loss  of  life  would  equal 
one-half  of  the  number  of  American  military  personnel  killed  in  ac¬ 
tion  during  the  entire  Vietnam  war. 

Murder  is  not  the  only  dreadful  crime  to  report.  In  1992,  there 
were  more  than  109,000  forcible  rapes,  672,000  robberies,  1.1  mil¬ 
lion  aggravated  assaults,  and  more  than  12  million  burglaries  and 
other  property  crimes.  It  is  unlikely  that  anyone  has  a  foolproof  an¬ 
swer  as  to  why  the  United  States  has  permitted  this  disaster  of 
crime  to  occur,  but  we  must  move  with  all  resolve  to  create  within 
our  own  lifetimes  and  those,  certainly,  of  our  children,  some  real 
and  substantial  reductions  in  crime. 

Not  long  ago,  we  were  horrified  as  we  read  the  reports,  and  as 
the  FBI  worked  the  case,  regarding  a  12-year-old  girl  from  Califor¬ 
nia  named  Polly  Klaas  who  was  kidnapped  and  murdered.  There 
was  a  flood  of  public  comment  and  horror.  However,  these  crimes 
now  occur  with  recurring  frequency,  and  we  become  numb  in  some 
respects  to  the  occurrence  of  such  tragedies. 

I  think,  in  the  vernacular,  with  respect  to  crime,  it  is  time  to  stop 
fooling  around.  Dangerous  offenders,  once  convicted,  must  be  kept 
in  jail  for  the  appropriate  terms  so  they  cannot  return  to  society 
to  commit  their  crimes  of  violence. 

We  need  many  more  police  officers.  It  is  the  right  thing  to  do, 
and  one  of  the  essential  ingredients  in  any  sound  plan  to  reduce 
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crime.  We  need  a  ban  on  the  manufacture  and  sale  of  automatic 
weapons. 

For  all  these  things  and  more,  the  country  is  going  to  have  to 
find  means  to  make  sharp  inroads  against  crime. 

My  specific  responsibility  in  the  FBI,  which  has  fewer  agents 
today  than  it  did  3  years  ago,  is  to  keep  that  initiative  current  and 
make  some  effective  inroads  against  the  catastrophe  of  crime. 

I  seek  your  support,  the  support  of  this  committee,  for  resources 
needed  to  help  stop  the  spread  of  crime  and  to  reduce  the  awful, 
debilitating  fear  that  grips  America.  Sometimes  the  fear  is  worse 
than  the  crime. 


RESTRUCTURING  THE  FBI 

At  the  same  time,  I  am  also  seeking  to  do  much  more  with  exist¬ 
ing  resources,  especially  in  the  ongoing  efforts  to  refocus  and  re¬ 
structure  the  FBI,  particularly  with  respect  to  FBI  headquarters. 

I  am  not  asking  today  for  funds  to  hire  more  agents,  but  the  Na¬ 
tion’s  crime  problems,  as  you,  sir,  are  very  aware,  are  indeed  very 
grave.  In  this  time  of  high  crime  and  stringent  budgets,  it  is  essen¬ 
tial  that  the  FBI  carefully  examine  its  structure  and  make  the  nec¬ 
essary  adjustments  to  ensure  the  greatest  number  of  agents  are  di¬ 
rectly  involved  on  the  streets  in  the  war  against  crime. 

The  FBI’s  most  important  work  is  performed  by  its  street  agents 
and  the  men  and  women  who  support  them  in  the  field.  Day  in  and 
day  out,  these  are  the  people  who  put  their  lives  and  safety  at  risk 
on  the  front  line  against  crime. 

In  past  years,  the  Congress  has  demonstrated  its  confidence  in 
the  FBI  by  supporting  new  investigative  and  technology  initiatives 
such  as  foreign  counterintelligence,  financial  institution  fraud, 
counterterrorism,  advanced  telephony,  NCIC  2000,  and  the  inte¬ 
grated  automated  fingerprint  identification  system. 

We  are  now  in  a  budgetary  environment  where  we  are  being 
asked  to  bear  our  share  of  the  burden  as  the  Government  works 
to  reduce  its  deficit.  The  FBI  recognizes  and  accepts  this  respon¬ 
sibility.  We  must  become  more  efficient  in  our  use  of  financial  re¬ 
sources.  We  must  also  strive  to  make  the  most  effective  and  effi¬ 
cient  use  of  our  existing  personnel. 

One  of  my  first  acts  as  Director  was  to  develop  and  implement 
a  reorganization  of  FBI  headquarters  executive  management  to 
eliminate  what  I  viewed  as  unnecessary  layers  of  review  which 
caused  delay  in  decisionmaking  and  in  support  for  the  field  oper¬ 
ations. 

In  January,  I  announced  a  three-step  plan  to  permanently  reas¬ 
sign  to  priority  investigations  in  the  field  at  least  600  agents  now 
holding  supervisory  and  administrative  jobs  in  field  offices  and 
headquarters.  The  first  step  involved  the  temporary  detailing  of 
150  agents  from  FBI  headquarters  to  our  Washin^n,  DC,  and 
Baltimore  offices  to  investigate  violent  crime,  drug  trafficking,  pub¬ 
lic  corruption,  and  national  security  cases.  That  phase  has  now 
been  completed. 

In  the  second  phase,  I  will  permanently  reduce  headquarters 
staffing  by  300  agents  through  transfers  this  year,  beginning  this 
month,  to  field  offices  that  urgently  need  more  investigators.  Twen¬ 
ty-seven  of  fifly-six  FBI  field  divisions  are  presently  under  des- 
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i^ated  staffing  levels  for  agents,  and  the  heads  of  our  66  field  divi¬ 
sions  say  they  need  more  agents  just  to  carry  out  current  respon¬ 
sibilities. 

In  terms  of  our  reorganization  in  headquarters,  the  transfer  of 
the  300  agents  will  require  up  to  $24  million  for  relocation  ex¬ 
penses  which  the  Attorney  General  intends  to  make  available  from 
the  super  surplus  of  the  Department’s  assets  forfeiture  fund,  upon 
notification,  of  course,  to  the  Office  of  Management  and  Budget, 
this  committee,  and  the  Congress. 

The  final  phase  involves  adopting  more  efficient  managerial  prac¬ 
tices  in  order  to  shift  back  to  street-level  investigations  300  addi¬ 
tional  agents  now  performing  administrative  and  supervisory  func¬ 
tions  in  our  field  divisions.  These  actions  underscore  my  commit¬ 
ment  to  ensure  that  the  FBI  remains  the  preeminent  investigative 
agency  in  the  Nation  by  focusing  the  greatest  possible  attention  on 
our  primary  investigative  and  intelligence  missions. 

Due  the  timing  of  these  actions,  their  effects  are  not  reflected 
in  this  budget  but  will  be  part  of  a  subsequent  reprogramming  ac¬ 
tion  submitted  for  your  approval. 

OVERVIEW  OF  BUDGET  REQUEST 

Our  1995  budget  request  proposes  $2,138,781,000  and  21,076 
permanent  positions,  and  20,629  direct  funded  work-years,  includ¬ 
ing  9,244  agents  and  11,385  support  personnel.  This  request  rep¬ 
resents,  as  you  noted,  sir,  an  increase  of  $100,076,000,  or  4.9  per¬ 
cent  over  the  1994  appropriation. 

This  additional  funding  will  cover  those  mandatory  cost  increases 
needed  to  maintain  most  FBI  operations  in  1995  at  1994  levels.  Al¬ 
though  proposed  funding  would  increase  in  1995,  our  staffing  levels 
will  decrease  by  a  net  of  861  permanent  positions  and  847  work- 
years,  of  which  842  are  support  employees. 

Our  1995  budget  includes  no  new  program  increases  and  pro¬ 
poses  a  total  of  $27,870,000  in  program  decreases  primarily  associ¬ 
ated  with  administration  initiatives  to  reduce  the  size  of  the  Fed¬ 
eral  work  force  and  achieve  savings  in  administrative  costs  and  the 
absorption  of  the  1994  locality  pay  raise  costs  and  its  annualization 
in  1995. 

The  1995  budget  also  proposes,  under  a  separate  appr^riation, 
funding  for  645  agents  and  428  support  personnel  for  the  FBI’s  Or¬ 
ganized  Crime  Drug  Enforcement  Program. 

I  hope  to  achieve  these  reductions  through  the  current  hiring 
freeze  and  attrition.  1  want  to  avoid  a  situation,  as  best  I  can, 
where  it  becomes  necessary  to  either  furlough  employees  or  initiate 
a  reduction  in  force.  However,  given  the  historic  low  levels  of  attri¬ 
tion  now  being  experienced,  this  downsizing  will  be  an  extremely 
difficult  task  unless  we  can  also  offer  voluntary  separation  incen¬ 
tives  to  eligible  support  employees.  The  recently  enacted  Govem- 
mentwide  buyout  legislation  should  help  in  that  regard. 

While  the  FBI’s  1995  budget  is  in  effect  no  growth,  we  are  pro¬ 
posing  a  multifaceted  investigative  agenda  by  redirecting  resources 
to  give  increased  emphasis  to  cases  of  most  immediate  concern — 
violent  crimes,  gangs,  health  care  fraud,  civil  rights,  environmental 
crimes,  and  terrorism. 
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This  realignment  came  after  a  very  hard  look  at  how  we  could 
best  use  available  field  investigative  personnel  to  deal  with  these 
urgent  crime  problems.  The  Fm  plans  to  shift  688  agents  and  542 
support  positions  in  the  1995  base  to  address  these  priority  cases. 

As  reflected  in  our  1995  budget  proposal,  I  will  redirect  an  addi¬ 
tional  362  agent  and  328  support  positions  to  violent  crimes,  orga¬ 
nized  criminal  gangs,  civil  rights,  and  terrorism,  an  additional  156 
agent  and  141  support  positions  to  health  care  fraud  investigations, 
and  an  additional  70  agents  and  73  support  positions  to  environ¬ 
mental  crimes. 

The  FBI  will  not  become  ineffective  or  stagnate  because  of  the 
constrained  budgets.  The  FBI  will  refocus  its  energies  and  re¬ 
sources  to  aggressively  attack  the  most  urgent  crime  problems. 

COOPERATION  WITH  STATE  AND  LOCAL  LAW  ENFORCEMENT 

The  administration  is  proposing  an  aggressive  agenda  of  initia¬ 
tives  aimed  at  improving  State  and  local  law  enforcement  capabili¬ 
ties.  The  FBI  is  playing  a  key  role  in  many  of  these  initiatives.  For 
example,  criminal  history  records  obtained  from  our  NCIC  svstem 
will  be  used  to  support  tne  Brady  Act,  and  will  serve  as  a  valuable 
resource  to  both  existing  and  additional  law  enforcement  ofllcers 
hired  under  the  administration's  community  policing  initiative. 

Similarly,  our  DRUGFIRE  system  and  DnA  forensic  examina¬ 
tions  programs  will  also  help  in  the  identification  and  prosecution 
of  violent  criminals  and  gang  members.  Our  integrated  automated 
fingerprint  identification  system  initiative  holds  the  promise  of 
more  timely  and  positive  identification  of  subjects  and  arrested  per¬ 
sons. 

We  are  also  operating  108  safe  street  task  forces  that  combine 
the  efforts  of  599  special  agents,  721  State  and  local  officers,  and 
76  other  Federal  law  officers.  The  task  forces  focus  on  crimes  of  vi¬ 
olence  and  apprehension  of  dangerous  fugitives.  The  FBI  is  work¬ 
ing  hard  to  expand  its  cooperative  efforts  with  local  and  State  law 
enforcement  agencies. 

Since  becoming  Director,  many  police  officials  have  told  me  that 
Federal  assistance  is  especially  important  to  their  efforts  to  reduce 
drug  trafficking  and  the  dreadful  violent  crime  that  drugs  cause. 
Consequently,  I  am  pleased  that  the  Attorney  General  recently  an¬ 
nounced  a  plan  to  restore  funding  for  Byrne  grants  to  multijur- 
isdictional  task  forces.  This,  together  with  grant  funding  to  put 
new  police  officers  on  the  streets,  will  go  a  long  way  toward  helping 
State  and  local  governments  reduce  violent  crime  in  their  commu¬ 
nities. 


CRIME  CONTROL  FUND 

For  its  violent  crime  initiative,  the  administration’s  1995  budget 
proposes  the  establishment  of  a  crime  control  fund.  Among  other 
things,  it  would,  in  addition  to  the  hiring  of  50,000  new  police  offi¬ 
cers,  improve  State  and  local  criminal  records  identification  sys¬ 
tems  and  the  development  of  the  national  instant  records  check 
system  for  firearms  purchasers. 

The  crime  control  fund  would  be  eligible  to  provide  resources  to 
support  law  enforcement  technology.  These  funds  could  be  used  for 
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the  FBFs  Advanced  Telephony  Development  Program,  DNA  foren¬ 
sic  examinations  and  nationsJ  database  implementation,  and  sec¬ 
ond-year  costs  associated  with  the  Brady  Act.  However,  I  under¬ 
stand  there  are  no  specifically  designated  funds  for  the  FBI  at  this 
point. 

DIGITAL  TELEPHONY  LEGISLATION 

I  have  talked  with  several  members  of  this  committee,  this  sub¬ 
committee,  concerning  legislation  that  would  protect  the  ^vem- 
menFs  ability  to  comply  with  court-approved  electronic  surveillance 
orders.  Timely  action  on  this  critical  legislation  is  needed  to  ensure 
that  all  law  enforcement.  Federal,  State,  and  local,  can  continue  to 
use  this  invaluable  investigative  technique  to  combat  our  most  seri¬ 
ous  crimes — drug  trafficking,  organized  crime,  terrorism,  foreign 
intelligence  operations,  pubfic  corruption,  and  frauds  against  the 
Government. 

We  are  not  in  this  legislation  proposing  to  expand  in  any  way  the 
scope  of  current  electronic  surveillance  authorization.  Rather,  we 
are  asking  your  help  in  ensuring  that  the  existing  scope  of  court- 
approved  activities  can  be  performed  in  a  rapidly  changing  techno¬ 
logical  environment.  I  urge  you  to  enlist  the  support  of  your  col¬ 
leagues  in  passing  this  necessary  proposed  digit^  telephony  legis¬ 
lation. 

BUYOUT  LEGISLATION  FOR  THE  CRIMINAL  JUSTICE  INFORMATION 
SERVICES  DIVISION 

With  respect  to  the  Criminal  Justice  Information  Services  Divi¬ 
sion,  I  met  on  March  7  with  the  employees  of  our  Criminal  Justice 
Information  Services  Division  to  discuss  their  concerns  over  the 
scheduled  relocation  of  fingerprint  identification  and  criminal  jus¬ 
tice  information  services  from  Washington,  DC,  to  our  new  facility 
in  West  Virginia.  I  told  the  employees  that  a  previous  commitment 
of  ^aranteed  placement  for  individuals  not  relocating  to  West  Vir¬ 
ginia  could  no  longer  be  honored  due  to  the  change  in  attrition 
rates  and  the  effects  on  FBI  staffing  levels  of  the  Federsd  Govern¬ 
ment  downsizing, 

I  outlined  the  revised  longer-term  schedule  for  the  transition  of 
furfctions  to  West  Virginia,  along  with  a  new  policy  for  trying  to 
place  in  other  jobs  at  our  headquarters  those  people  who  do  not 
wish  to  relocate.  One  element  of  this  new  policy  is  my  effort  to  ob¬ 
tain  authorization  for  early  retirement  ana  voluntary  cash  separa¬ 
tion  incentives  for  members  of  the  Criminal  Justice  Information 
Services  Division. 

Since  the  FBI  is  an  excepted  service  agency,  we  would  need  legis¬ 
lation  that  would  provide  our  CJIS  Division  employees  with  com¬ 
petitive  semce  ?  catus  when  they  are  applying  and  being  considered 
for  competitive  service  positions  in  other  agencies.  Draft  legislation 
in  this  regard  has  been  prepared  and  is  now  being  discussed  with 
0MB. 

PREPARED  STATEMENT 

Mr.  Chairman  and  members  of  the  subcommittee,  I  am  fully 
aware  of  your  difficult  task  as  you  craft  the  1995  appropriations 
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bill.  The  steps  that  1  have  taken  to  streamline  the  FBFs  organiza¬ 
tional  structure  to  put  more  agents  on  the  street  and  to  refocus  our 
resources  to  investigations  will  allow  the  FBI  to  remain  effective 
during  these  most  ditBcult  times  of  budget  constraint.  I  respectfully 
ask  your  support  for  the  difficult  decisions  that  will  follow  as  this 
budget  is  transformed  into  the  1995  appropriation. 

Thank  you,  sir. 

[The  statement  follows:] 

Statement  of  Louis  J.  Freeh 

Mr.  Chairman  and  Members  of  the  Subcommittee:  I  am  pleased  to  appear  before 
you  for  the  first  time  and  to  present  the  Administration’s  1995  budget  request  for 
the  Federal  Biu*eau  of  Investigation.  I  have  already  met  with  many  of  you  and  I 
look  forward  to  working  with  you  to  build  a  strong  and  productive  paiinership  that 
will  benefit  the  American  public,  whom  we  all  serve. 

There  really  can  be  no  debate  about  whether  crime  is  a  serious  problem  in  the 
United  States.  We  then  ask:  How  serious  is  it?  Let’s  speak  plainly:  Crime  in  the 
United  States  is  a  disaster.  And  we  ask:  How  much  of  a  disaster?  As  Winston 
Churchill  described  a  bitter  defeat  in  World  War  II,  it  is  a  disaster  of  the  first  mag¬ 
nitude. 

At  times,  we  may  be  able  to  better  understand  our  crime  problem  when  we  look 
at  it  through  the  perspective  of  other  nations. 

For  example,  the  people  of  Japan  were  justifiably  shocked  recently  when  two  col¬ 
lege  students — including  one  from  Japan — were  murdered  in  a  caijacking  in  the  Los 
Angeles  area.  It  would  be  a  shocking  crime  under  any  circumstances.  But  one  rea¬ 
son  it  may  have  been  such  a  dreadful  spectacle  for  Japan  is  that  murder  is  not  such 
a  frequent  visitor  for  its  citizens. 

In  1992,  I  am  told,  there  were  956  murders  in  Japan. 

In  1992,  the  Uniform  Crime  Reports  show  that  23,760  persons  were  murde.-ed  in 
the  United  States.  Even  allowing  for  our  greater  population,  the  comparison  is  stag¬ 
gering. 

We  can  also  look  at  it  from  another  vantage  point.  The  United  States  murder  toll 
in  1992  equals  half  the  number  of  American  military  personnel  killed  in  action  in 
all  of  the  Vietnam  War. 

But  murder  isn’t  the  only  dreadful  crime  in  the  United  States.  In  1992,  there  were 
more  than  109,000  forcible  rapes.  And  672,000  robberies.  And  1.1  million  aggra¬ 
vated  assaults.  And  more  than  12  million  burglaries  and  other  property  crimes. 

It’s  unlikely  that  anyone  has  a  foolproof  answer  to  why  the  United  States  per¬ 
mitted  this  disaster  of  crime  to  occur.  But  we  must  move  with  all  resolve  to  create 
within  our  lifetimes  real  and  substantial  and  lasting  reductions  in  crime.  For  no  na¬ 
tion,  and  certainly  no  democracy,  could  long  survive  the  catastrophe  whose  outline 
we  now  see  forming. 

Not  long  ago,  our  own  Nation  was  horrified  when  12-year  old  Polly  Klaas  was  kid¬ 
napped  and  murdered  in  California.  There  was  a  flood  of  public  comment  that  said 
sucn  crimes  must  be  prevented  in  the  future.  Well,  more  than  20  years  ago,  I  read 
press  accounts  about  unspeakable  murders  of  children,  and  there  was  the  same  pub¬ 
lic  reaction — ^these  crimes  have  to  be  stopped.  But  they  haven’t  stopped.  Things  have 
only  grown  worse  in  that  period — much,  much  worse. 

I  don’t  know  why  the  Nation  dawdles  so  on  crime.  But,  it’s  time  to  stop  fooling 
around.  Dangerous  offenders,  once  convicted,  must  be  kept  in  jail  for  the  appro¬ 
priate  terms  so  they  cannot  go  back  out  into  society  and  murder  12-year  old  girls. 

We  do  need  more  police  otticers — many,  many  more.  It  is  the  right  thing  to  do 
and  one  of  the  essential  ingredients  in  any  sound  plan  to  prevent  and  reduce  crime. 
We  do  need  a  ban  on  automatic  weapons.  We  have  to  take  new  initiatives  now. 
For  all  of  those  things  and  more,  the  country  is  going  to  have  to  find  the  means 
to  make  sharp  inroads  on  crime. 

My  specific  responsibility  is  the  FBI,  which  has  fewer  agents  today  than  it  did 
three  years  igo.  An  FBI  that  is  facing  a  growing  workload  while  it  focuses  on  such 
life-and-death  priorities  as  terrorism,  dmg  trafficking,  violent  crimes,  and  espio¬ 
nage. 

fseek  your  support  for  resources  needed  to  help  stop  the  spread  of  crime  and  to 
help  reduce  the  a^ul,  debilitating  fear  that  grips  America.  At  the  same  time,  I  am 
also  seeking  to  do  much  more  with  existing  resources — especially  in  the  ongoing  ef¬ 
forts  to  refocus  and  restructure  the  FBI,  particularly  at  FBI  Headquarters.  I  am  not 
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asking  today  for  funds  to  hire  more  agents.  But,  the  Nation’s  crime  problems  are 
very  grave. 


RESTRUCTURING  THE  FBI 

In  this  time  of  high  crime  and  stringent  budgets,  it  is  essential  that  the  FBI  care¬ 
fully  examine  its  structure  and  make  the  necessary  adjustments  to  insure  the  great¬ 
est  number  of  agents  are  directly  involved  in  the  war  against  crime.  The  FBI’s  most 
important  work  is  performed  by  its  street  agents  and  the  men  and  women  who  sup¬ 
port  them  in  the  field.  Day  in  and  day  out,  these  are  the  people  who  put  their  lives 
and  safety  at  risk  on  the  front  line  against  crime. 

In  past  years,  Congrass  has  demonstrated  its  confidence  in  the  FBI  by  supporting 
new  investigative  and  technology  initiatives,  such  as  foreign  counterintelligence,  n- 
nandal  institution  fraud,  counterterrorism,  advanced  telephonv,  NCIC  2000,  and 
the  Integrated  Automated  Fingerprint  Identification  System.  The  accomplishments 
in  these  programs  have  iustified  your  investment. 

We  are  now  in  a  budgetary  environment  where  we  are  being  asked  to  bear  our 
share  of  the  burden  as  the  Government  works  to  reduce  the  deficit.  The  FBI  recog¬ 
nizes  and  accepts  Uiis  responsibility:  we  must  become  more  efficient  in  our  use  of 
financial  resources.  We  also  must  strive  to  make  the  most  effective  and  efficient  use 
of  our  existing  personnel.  I  am  confident  the  FBI  and  its  dedicated  employees  will 
meet  these  challenges. 


FBI  HEADQUARTERS  REORGANIZATION 

One  of  my  first  acts  as  Director  was  to  develop  and  implement  a  reorganization 
of  FBI  Headquarters  executive  management  to  eliminate  layers  of  review  that 
caused  delays  in  decision-making  and  simplify  Headquarters  support  for  field  oper¬ 
ations. 

In  Januaty,  I  announced  a  three-step  plan  to  permanently  reassign  to  priority  in¬ 
vestigations  at  least  600  agents  now  holding  su^rvisory  and  administrative  joos  in 
field  offices  and  Headauarters.  The  first  step  involved  the  temporary  detailing  of 
160  agents  from  FBI  Headquarters  to  our  Washington  Metropolitan  and  Baltimore 
Field  Offices  to  investigate  violent  crimes,  drug  trafficking,  public  corruption,  and 
national  securitv  cases. 

In  the  second  phase,  I  will  permanently  reduce  Headquarters  staffing  by  300 
agents  through  transfers  this  year  to  field  offices  that  urgently  need  more  investiga¬ 
tors.  Twenty-seven  of  fifty-six  FBI  field  divisions  are  presently  under  designated 
staffing  levels  for  agents  and  the  heads  of  our  66  field  divisions  say  they  need  more 
agents  in  order  to  carry  out  current  msqor  responsibilities.* 

^ing  back  now  to  my  reorganization,  the  transfer  of  300  agents  from  Head¬ 
quarters  to  the  field  will  require  up  to  $24  million  for  relocation  expenses  which  the 
Attorney  General  intends  to  make  available  from  the  Super  Surplus  of  the  Depart¬ 
ment’s  Assets  Forfeiture  Fund,  upon  notification  of  the  Office  of  Management  and 
Budget  and  Congress. 

The  final  phase  involves  adopting  more  efficient  managerial  practices  in  order  to 
shift  back  to  street-level  investigations  300  agents  now  performing  administrative 
and  supervisoiy  functions  in  our  field  divisions. 

These  actions  underscore  my  commitment  to  ensure  the  FBI  remains  the  pre¬ 
eminent  investigative  agency  in  the  Nation  by  focusing  the  greatest  possible  atten¬ 
tion  on  our  primary  investigative  and  intelligence  missions.  Due  to  the  timing  of 
these  actions,  their  effects  are  not  reflected  in  this  budget  but  will  be  part  of  a  sub¬ 
sequent  reprogramming  action  submitted  for  your  concurrence. 

OVERVIEW  OF  BUDGET  REQUEST 

Our  1996  budget  request  proposes  $2,138,781,000  and  21,076  permanent  positions 
and  20,629  direct  funded  workyears,  including  9,244  agents  and  11,385  support  per¬ 
sonnel.  This  request  represents  a  net  increase  of  $100,076,000— or  4.9  percent — over 
our  1994  appropriation.  This  additional  funding  will  cover  those  mandatory  cost  in¬ 
creases  neeoed  to  maintain  most  FBI  operations  in  1995  at  1M4  levels.  Although 
proposed  funding  would  increase  in  1995,  our  staffing  levels  will  decrease  by  a  net 
of  861  permanent  positions  and  847  workyears,  of  which  842  are  support  employees. 
Our  1995  budget  includes  no  new  program  increases  and  proj^ses  a  total  of 
$27,870,000  in  program  decreases  primarily  associated  with  Adnunistration  initia¬ 
tives  to  reduce  tne  size  of  the  Federal  work  force  and  achieve  savings  in  administra¬ 
tive  costs,  and  the  absorption  of  the  1994  locality  pay  raise  costs  and  its 
annu^ization  in  1995.  The  1995  budget  also  proposes,  under  a  separate  appropria¬ 
tion,  funding  for  645  agents  and  428  support  personnel  for  the  FBI’s  Organized 
Crime  Drug  Enforcement  program. 
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I  hope  to  achieve  these  reductions  through  the  current  hiring  freeze  and  attrition. 
I  want  to  avoid  a  situation  where  it  becomes  necessary  to  either  furlough  employees 
or  initiate  a  i^uction-in*force.  However,  given  the  historic  low  levels  of  attrition  we 
are  eiroeriencing,  this  down-sizing  will  be  an  extremely  difficult  task,  unless  we  can 
also  oiler  voluntary  separation  incentives  to  eligible  support  employees.  The  recently 
enacted  Government-wide  buy-out  legislation  should  help  in  that  regard. 

REALIGNMENT  OF  RESOURCES 

While  the  FBI’s  1995  budget  is  in  effect  “no  growth,”  we  are  proposing  a  multi¬ 
faceted  investigative  agenda  by  redirecting  resources  to  give  increased  emphasis  to 
cases  of  most  immediate  concern:  violent  crimes,  gangs,  health  care  fraud,  civil 
ri^ts,  environmental  crimes,  and  terrorism. 

This  realignment  came  after  a  hard  look  at  how  we  could  best  use  available  field 
investigative  personnel  to  deal  with  these  urgent  crime  problems.  The  FBI  plans  to 
shift  5S8  agents  and  542  support  positions  in  the  1995  base  to  address  these  priority 
cases.  As  reflected  in  our  1995  budget  proposal,  I  will  redirect  an  additional  362 
agent  and  328  support  positions  to  violent  crimes,  organized  criminal  gangs,  civil 
rights,  and  terrorism;  an  additional  156  agent  and  141  support  positions  to  health 
care  fraud  investigations;  and  an  additional  70  agents  ana  73  support  positions  to 
environmental  crimes. 

The  FBI  will  not  become  ineffective  or  stagnate  because  of  the  constrained  budg¬ 
ets.  The  FBI  will  refocus  its  energies  and  resources  to  aggressively  attack  the  most 
urgent  crimes. 

FBI  CCX)PERATION  WITH  STATE  AND  LOCAL  LAW  ENFORCEMENT 

The  Administration  is  proposing  an  aggressive  agenda  of  initiatives  aimed  at  im¬ 
proving  State  and  local  law  enforcement  capabilities.  The  FBI  is  playing  a  key  role 
in  many  of  these  initiatives. 

For  example,  criminal  history  records  obtained  from  our  NCIC  system  will  be 
used  to  support  the  Brady  Act  and  will  serve  as  a  valuable  resource  to  both  existing 
and  addhtion^  law  enforcement  officers  hired  under  the  Administration’s  Commu¬ 
nity  Policing  initiative.  Similarly,  our  DRUGFIRE  system  and  DNA  forensic  exami¬ 
nations  programs  will  also  help  in  the  identification  and  prosecution  of  violent 
criminals  and  gang  members.  Our  Integrated  Automated  Fingerprint  Identification 
System  initiative  holds  the  promise  of  more  timely  and  positive  identification  of  sus¬ 
pects  and  arrested  persons.  We  are  also  operating  108  Safe  Street  Task  Forces  that 
combine  the  efforts  of  599  FBI  Agents,  721  State  and  local  law  officers,  and  76  other 
Federal  law  officers.  The  task  forces  focus  on  crimes  of  violence  and  apprehension 
of  dangerous  fugitives. 

The  FBI  is  working  hard  to  expand  its  cooperative  efforts  with  local  and  State 
law  enforcement  agencies.  Since  becoming  Director,  many  police  officials  have  told 
me  that  Federal  assistance  is  especially  important  to  their  efforts  to  reduce  drug 
trafficking  and  the  dreadful  violent  crime  that  drugs  cause.  Consequently,  I  am 
pleased  that  the  Attorney  General  recently  announced  a  plan  to  restore  funding  for 
Byrne  grants  to  multijurisdictional  task  forces.  This,  together  with  grant  funding  to 

f)ut  new  police  officers  on  the  streets,  will  go  a  long  way  toward  helping  State  and 
ocal  governments  reduce  violent  crime  in  their  communities. 

CRIME  CONTROL  FUND 

For  its  violent  crime  initiative,  the  Administration’s  1995  budget  proposes  the  es¬ 
tablishment  of  a  Crime  Control  Fund.  Among  other  things,  it  would,  in  addition  to 
the  hiring  of  50,000  new  police  officers  on  the  street,  improve  State  and  local  crimi¬ 
nal  records  identification  systems  and  the  development  of  the  national  instant 
records  check  system  for  firearms  purchases. 

The  Crime  Control  Fund  would  be  elimble  to  provide  resources  to  support  law  en¬ 
forcement  technology.  These  funds  could  be  used  for  the  FBI’s  advanced  telephony 
development  program,  DNA  forensic  examinations  and  national  database  implemen¬ 
tation,  and  second-year  costs  associated  with  the  Brady  Act.  However,  I  understand 
there  are  no  funds  specifically  designated  for  the  FBI  at  this  point. 

Before  I  conclude  my  comments,  I  would  like  to  briefly  touch  on  two  other  is¬ 
sues — the  proposed  digital  telephony  legislation  and  the  need  for  “buy-out”  legisla¬ 
tion  for  employees  of  our  Criminal  Justice  Information  Services  Division. 

DIGITAL  TELEPHONY  LEGISI^TION 

I  have  talked  with  several  Members  of  this  Subcommittee  concerning  legislation 
that  would  protect  the  Government’s  ability  to  comply  with  court-approved  elec- 
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tronic  surveillance  orders.  Timely  action  on  this  legislation  is  critical  to  ensure  that 
all  law  enforcement — Federal,  State,  and  local — can  continue  to  use  this  invaluable 
investigative  technique  to  combat  dnig  trafficking,  organized  crime,  terrorism,  for- 
eim  intelligence  operatives,  public  corruption,  and  frauds  against  the  Government. 

We  are  not  proposing  to  expand  the  scope  of  current  electronic  surveillance  au' 
thorization.  Rather,  we  are  a^ng  for  your  help  in  ensuring  the  existing  scope  of 
court*approved  activities  can  be  performed  in  a  rapidly  changing  digital  techno¬ 
logical  environment.  I  urge  you  to  enlist  the  support  of  your  colleagues  in  passing 
the  proposed  digital  telephony  legislation. 

‘"BUY-OUT”  LEGISLATION  FOR  THE  CRIMINAL  JUSTICE  INFORMATION  SERVICES  DIVISION 

On  March  7,  I  met  with  the  employees  of  our  Criminal  Justice  Information  Serv¬ 
ices  Division  to  discuss  concerns  over  the  scheduled  relocation  of  fingerprint  identi¬ 
fication  and  criminal  justice  information  services  from  Washington,  D.C.,  to  our  new 
facility  in  Clarksburg,  West  Virginia.  I  told  these  employees  that  a  previous  commit¬ 
ment  of  guaranteed  placement  for  individuals  not  relocating  to  West  Virginia  could 
no  longer  be  honored  due  to  the  change  in  attrition  rates  and  the  effects  on  FBI 
staffing  levels  of  the  Federal  Government  downsizing.  I  outlined  a  revised,  longer- 
term  schedule  for  the  transition  of  functions  to  West  Virginia,  along  with  a  new  pol¬ 
icy  for  trying  to  place  in  other  jobs  at  Headquarters  employees  who  do  not  wish  to 
relocate. 

One  element  of  this  new  policy  is  my  effort  to  obtain  authorization  for  early  retire¬ 
ment  and  voluntary  cash  separation  incentives.  Since  the  FBI  is  an  excepted  service 
agency,  we  need  legislation  that  would  provide  our  Criminal  Justice  information 
Services  Division  employees  with  competitive  service  status  when  they  are  applying 
and  being  considerecT for  competitive  service  positions  in  other  agencies.  Draft  legis¬ 
lation  has  been  prepared  and  is  being  discussed  with  the  Office  of  Management  and 
Budget. 


SUMMARY 

Mr.  Chairman  and  Members  of  the  Subcommittee,  I  am  fully  aware  of  your  dif¬ 
ficult  task  as  you  craft  the  1995  appropriations  bill. 

The  steps  that  I  have  taken  to  streamline  the  FBI’s  organizational  structure  and 
refocus  personnel  resources  to  investigations  will  help  allow  the  FBI  to  remain  effec¬ 
tive  during  these  times  of  budgetary  constraint.  I  respectfully  ask  your  support  for 
the  difficult  decisions  that  will  follow  as  the  budget  is  transformed  into  our  appro¬ 
priation  for  1995. 

Mr.  Chairman,  I  would  now  be  happy  to  answer  the  Subcommittee’s  questions. 

REALLOCATING  FINANCIAL  INSTITUTION  FRAUD  AGENTS 

Senator  Rollings.  Veiy  good,  sir.  We  will  work  on  that  legisla¬ 
tion  and  on  the  communications  problem  that  we  have,  and  we  are 
glad  to  try  to  move  it  along. 

You  talked  about  the  reallocation  of  25  percent  of  your  resources 
designated  for  financial  institution  fraud.  That  was  back  a  couple 
of  years  when  we  provided  $109.5  million  in  the  1991  bill  for  the 
investigation  and  prosecution  of  savings  and  loans.  Are  you  now 
proposing  to  take  tnat  money  and  put  it  in  health  care  fraud  inves¬ 
tigations? 

Mr.  Freeh.  We  propose  to  take  some  of  it.  The  proposal  would 
be  to  reassign  up  to  25  percent  of  the  current  resources  being  dedi¬ 
cated  to  financial  institution  fraud,  to  health  care  fraud.  The  rea¬ 
son  is  the  changing  dynamics.  We  estimate  conservatively  that, 
with  respect  to  health  care  fraud,  those  costs  are  approximately 
$10  billion  per  year. 

On  the  financial  institution  side,  there  has  been  a  significant 
lessening  in  terms  of  the  failures  of  institutions.  We  now  have 
under  600  cases  with  respect  to  failures.  There  has  been  an  in¬ 
crease  in  institutional  investigations.  We  have  over  10,000  matters. 
But  the  trend  even  there  is  for  some  reduction  in  certain  areas  of 
the  country.  So  we  think  we  can  take  advantage  of  this  opportunity 
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to  address  a  problem  which  is  really  a  $10  billion  problem  not 
being  addressed  by  40  of  my  56  field  offices. 

Senator  Hollings.  Well,  I  would,  as  a  Senator,  comment  to  the 
effect  that  we  certainly  want  to  continue  financial  institution  fraud 
investigations.  We  have  not  fully  completed  the  so-called  White- 
water  investigation.  I  am  absolutely  persuaded  that  if  it  was  me  or 
you  they  would  not  be  going  back  15  years  to  find  out  whether  you 
made  or  did  not  make  money  in  the  S&L’s.  Whereas,  one-half  of 
the  $500  billion  bailout — $250  billion  of  it — was  in  the  great  State 
of  Texas.  Before  approving  any  shift  in  resources,  I  would  want  to 
make  sure  that  we  also  have  sufficient  investigations  into  where 
we  bought  a  lot  of  country  clubs  and  swimming  pools  and  golf 
courses  down  in  one  State.  I  mean  it  just  sticks  way  out.  But  that 
would  interest  me  because  that  is  where  one-half  of  the  $500  bil¬ 
lion  total  cost  of  the  failed  institutions  occurred. 

I  do  not  want  to  be  cutting  back  personnel  dedicated  to  S&L  in¬ 
vestigations  and  sa3dng  this  whole  thing  is  over  when  it  is  not. 
There  are  still  quite  a  few  hanging  out  there. 

TRANSFER  OF  AGENTS  FROM  HEADQUARTERS 

I  commend  your  decision  to  reassign  300  agents  from  FBI  head¬ 
quarters  to  the  field  where  the  need  is  more  acute.  But  you  would 
also  reduce  842  support  employees.  Will  you  have  enough  nonagent 
personnel  to  fill  the  void  when  you  reduce  that  many  support  folks 
and  take  another  300  agents  and  reassign  them? 

Mr.  Freeh.  I  think  there  will  be  a  void  there  of  pretty  serious 
mamitude.  Of  course,  341  of  those  support  positions  are  in  the 
field,  which  means  that  as  I  put  up  to  300  more  agents  out  there, 
they  will  have  to  do  more  noninvestigative  functions  because  of 
that  decrease  in  support.  So  it  is  a  serious  problem. 

Senator  Holdings.  Well,  in  my  own  State,  if  the  committee  will 
indulge  me,  for  example,  we  lost  eight  agents  last  year  to  retire¬ 
ment,  including  the  supervisory  agent  in  charge  in  my  own  home¬ 
town.  Now  there  are  14  additional  agents  eligible  for  retirement, 
with  5  indicating  that  they  will  leave  right  soon.  So  it  appears 
South  Carolina  will  suffer  a  loss  of  either  14  or  possibly  23  agents 
in  less  than  1  year.  Maybe  that  is  the  experience  in  some  of  these 
other  States  too.  I  do  not  know,  but  crime  is  on  the  increase  in 
South  Carolina,  and  this  will  have  a  serious  impact  on  our  ability 
to  address  it. 

Mr.  Freeh.  You  are  absolutely  right.  The  purpose,  obviously,  be¬ 
hind  the  300  agents  is  to  fill  offices,  including  the  ones  in  your 
State,  which  are  very  sorely  in  need  of  new  agents.  Combine  that 
with  the  fact  that  we  have  not  hired  a  new  agent  in  2  years  and 
the  only  place  we  are  getting  new  agents  from  is  this  300  deploy¬ 
ment.  But  they  will  go  to  every  division  in  the  country  and  we  will 
hopefully  make  up  for  many  of  the  shortfalls,  including  in  your 
State. 

overtime  FOR  TASK  FORCES 

Senator  Holdings.  The  Attorney  General  came  to  South  Carolina 
recently  and  took  a  first-hand  look  at  the  violent  crime  task  force 
in  Columbia.  That  violent  crime  task  force  is  doing  an  amazing  job. 
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In  just  4  months  they  have  got  45  indictments  already  and  16  on¬ 
going  investigations.  But  if  you  are  a  State  or  local  police  officer 
involved  in  the  oi|:anized  crime  drug  task  force  you  get  overtime. 
But  if  you  work  for  the  violent  crime  task  force  you  do  not  get 
money  for  overtime.  Is  that  accurate?  Why  would  any  State  or  local 
agent  choose  to  work  on  a  violent  crime  task  force? 

Mr.  Freeh.  Well,  we  are  addressing  it  in  several  ways.  Hope¬ 
fully,  and  I  think  it  is  prudent,  as  the  Attorney  General  has  indi¬ 
cated,  to  try  first  to- see  whether  we  can  increase  the  willingness 
and  motivation  of  people  to  work  without  parity  between  all  the 
different  task  forces. 

In  my  experience,  as  you  well  point  out  sir,  agents  and  cops 
know  exactly  what  everybody  else  on  the  job  is  making.  And  I  have 
had  the  experience  in  New  York  City  where  at  5  o’clock  city  offi¬ 
cers,  who  were  not  allowed  to  work  because  they  could  not  get  the 
overtime,  left  the  surveillance  and  went  home.  And  it  is  quite  a  se¬ 
rious  problem  and  has  to  be  addressed  with  either  a  raise,  a  record- 
level  raise  of  their  motivation,  or  some  money. 

AUTHORITY  TO  INVESTIGATE  CIA  EMPLOYEES 

Senator  Rollings.  I  have  a  very  serious  question  relative  to  fol¬ 
lowing  up  investigations,  particularly  in  between  agencies.  The  CIA 
and  the  FBI  are  both  in  intelligence  work.  If  you  discover  a  dealing 
agent  in  the  CIA,  do  you  have  authority  to  follow  up  on  that? 

Mr.  Freeh.  Absolutely.  That  would  be  a  case  that  would,  under 
our  memorandum  of  understanding  with  the  CLA,  be  referred  to  us 
for  criminal  investigation. 

Senator  Rollings.  Well,  I  think  off  the  record  I  will  go  into  that 
more  thoroughly,  because  it  is  my  understanding  that  there  is 
some  slip  between  the  cup  and  the  lip  there  with  actual  evidence 
of  certain  findings  that  were  not  followed  up  on  with  regard  to  the 
Ames  case.  But,  you  think  you  have  got  all  the  authority  you  need 
to  follow  up  any  investigation? 

Mr.  Freeh.  With  respect  to  espionage  matters  and  domestic 
counterintelligence,  I  have  clear  and  certain  authority.  And  per¬ 
haps  what  we  need  to  do  is  work  a  little  bit  closer  and  make  sure 
we  mutually  understand  what  that  authority  is. 

Senator  Rollings.  All  right,  sir.  Let  me  yield  to  my  distin¬ 
guished  colleague  here.  I  have  got  a  long  bank  of  questions. 

reduction  of  federal  EFFORT  AGAINST  CRIME 

Senator  Gramm.  Thank  you,  Mr.  Chairman. 

Director  Freeh,  let  me  first  say  that  I  am  a  strong  supporter  of 
the  FBI.  I  am  going  to  support  your  budget.  Quite  frankly,  I  think 
given  the  other  things  that  we  are  talking  about  doing  in  the  crime 
area,  the  budget  request  for  Federal  law  enforcement  in  fiscal  year 
1995  makes  absolutely  no  sense.  We  in  the  Senate  have  provided 
$22.8  billion  for  our  violent  crime  trust  fund.  We  provided  100,000 
additional  police  officers  on  the  streets.  We  are  going  to  build  re¬ 
gional  prisons. 

I  do  not  know  whether  the  President  really  supports  our  bill  or 
not.  I  noticed  today  you  were  talking  about  60,000  police  officers. 
So  I  do  not  know  what  the  final  number  is  going  to  be  here,  and 
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I  am  not  here  to  ^et  into  an  argument  with  you.  But  let  me  express 
my  concern  and  listen  to  you  respond  to  it. 

I  am  concerned  that  at  the  very  time  that  we  are  making  a  major 
commitment  to  help  local  government  deal  with  crime  that  we  con¬ 
tinue  to  cut  back  on  the  Federal  effort.  And  it  seems  to  me  that 
we  should  be  talking  about  a  joint  effort  here.  As  I  look  at  the 
numbers  that  I  have,  despite  the  fact  that  in  nominal  terms  your 
budget  goes  up  slightly,  you  are  talking  about,  again  for  the  second 
year  in  a  row,  eliminating  personnel — 847  positions.  DEA  is  talking 
about  eliminating  355  positions  at  a  time  when  the  country  is 
screaming  about  violent  crime.  The  President’s  budget  cuts  prison 
construction  from  $269.5  million,  which  is  what  we  actually  pro¬ 
vided  in  1994,  to  a  $191  million  request  this  year. 

If  we  were  talking  about  current  services,  which  is  the  way  we 
really  define  budgets  around  here,  we  would  be  talking  about  a  far 
larger  cut  than  a  $78.5  million  reduction.  But  you  are  still  talking 
about  a  one-third  cut  in  Federal  prison  construction.  So  on  the  one 
hand  I  hear  all  of  this  rhetoric  about  dealing  with  crime.  I  hear 
about  a  commitment  of  Federal  resources,  even  though  no  money 
has  been  provided.  I  do  not  know  what  is  finally  going  to  happen. 

But  at  the  same  time  I  see  our  Federal  effort  being  reduced  dra¬ 
matically.  It  just  does  not  seem  to  make  any  sense  to  me.  And  if 
our  priorities  are  really  to  deal  with  violent  crime,  it  seems  to  me 
the  last  law  enforcement  agency  that  I  would  ever  want  to  cut  back 
would  be  the  FBI.^ 

Now,  I  know  your  job  is  to  do  the  best  you  can  with  the  resources 
you  are  given.  But  I  would  just  like  to  get  your  responses  to  my 
concerns. 

Mr.  Freeh.  Well,  I  have  sincerely  the  same  concerns  that  you 
have.  In  my  last  job,  I  was  a  Federal  district  judge  sitting  in  New 
York  with  seven  vacancies  on  the  court.  And  we  were  told  by  the 
chief  judge  that  we  each  had  to  take  500  more  cases,  with,  of 
course,  no  more  resources  to  process  and  try  a  completely  new 
docket  of  cases.  What  did  we  do?  We  did  the  best  we  could  with 
the  current  resources,  and  we  found  some  ways  to  economize. 

I  think  there  are  two  dynamics.  The  one  dynamic  is,  speaking  for 
the  FBI,  that  we  were  a  little  bit  inefficient  and  a  little  bit  bloated 
in  terms  of  the  resources  we  already  had.  That  is  why  I  think  we 
need  600  more  of  my  agents  working  cases  instead  of  supervising 
cases  and  coordinating  other  matters. 

I  am  doing  that.  Tne  question  will  be  after  I  do  all  that  will  I 
still  have  sufficient  resources  to  conduct  my  current  mission?  And 
I  am  not  sure  about  that  because  I  do  not  know  how  the  crime  bill 
is  going  to  play  out.  As  you  well  know,  there  are  many  authoriza¬ 
tions  in  there  which,  if  followed  up  with  appropriations,  would  cer¬ 
tainly  alleviate  the  crisis  that  my  agency  and  the  other  Federal 
agencies  are  in.  I  do  not  know  how  that  is  going  to  play  out,  and 
I  have  to  do  some  more  work  in  terms  of  economizing. 

The  question  then  will  be,  if  I  have  done  ever^hing  I  can  to 
economize,  whether  I  have  enough  resources  to  do  my  job,  and  I 
quite  frankly  do  not  know  the  answer  to  that  question. 

Senator  Gramm.  Well,  let  me  just  say  that  any  help  I  could  be, 
any  concerns  you  have  where  you  are  tiying  to  alert  people  in  Con¬ 
gress  who  want  to  try  to  support  your  effort,  if  you  will  pass  them 
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on  to  me  that  I  would  be  very  happy  to  try  to  look  at  working  with 
you.  I  think  it  is  very  important,  given  that  under  the  best  of  cir¬ 
cumstances  we  are  taking  about  a  reduction  of  force  of  almost  850 
people  when  we  are  talking  about  a  msgor  crime  initiative.  It  just 
seems  counterintuitive  to  me  in  terms  of  the  logic  of  what  we  ought 
to  be  doing.  I  think  it  is  very  important  that  we  provide  at  least 
the  $96.5  million  increase  that  you  have  in  your  budget. 

I  think  a  failure  to  get  that,  so  that  you  ended  up  having  to  cut 
1,000  agents  instead  of  847,  or  personnel  slots,  I  think  that  would 
make  your  problem  a  lot  worse.  So  I  am  hopeful  we  can  do  at  least 
as  well  as  you  have  requested.  And  quite  frankly  I  am  hopeful  that 
next  year,  based  on  whatever  we  do  on  the  crime  issue,  that  we  can 
come  back  and  look  at  the  FBFs  role  in  light  of  whatever  the  na¬ 
tional  commitment  is,  and  maybe  next  year  that  we  would  be  talk¬ 
ing  about  an  increase — even  in  what  is  going  to  be  a  tight  budget. 

I  would  guess  if  you  let  the  American  people  choose  between  pro¬ 
viding  more  funding  for  public  television — last  year  in  terms  of  au¬ 
thorization  we  raised  fundi^^g  there  by  $285  million — and  funding 
the  FBI,  I  do  not  think  it  w  aid  be  a  very  tight  vote.  And  I  guess 
that  this  committee  gets  a  budget  allocation  and  we  have  to  try  to 
do  the  best  we  can  with  that  allocation.  I  just  think  that  the  public 
will  is  not  being  reflected  in  decisions  when  the  FBFs  losing  people 
when  we  are  supposed  to  be  fighting  a  major  war  on  violent  crime. 

Mr.  Freeh.  I  could  not  agree  with  you  more.  I  cannot  conceive 
of  Federal  law  enforcement  authorities  losing  personnel  at  a  time 
such  as  this. 

Senator  Gramm.  Thank  you,  Mr  Chairman. 

GROWTH  IN  NUMBER  OF  AGENTS 

Senator  Hollings.  Along  that  line,  Senator  and  Judge  Freeh,  I 
am  up  there  on  the  Senate  floor  listening  to  arguments  about  un¬ 
funded  mandates.  When  we  debated  the  crime  bill,  and  we  were 
putting  the  money  in,  they  said  ‘‘give  us  that  money  back  at  the 
State  level  and  quit  giving  me  these  unfunded  mandates.”  And 
there  is  another  contention,  too,  that  does  not  want  a  Federal  po¬ 
lice  force  and  believes  we  only  have  specific  areas  of  crime  to  be 
handled  by  the  FBI.  I  watched  that  as  a  former  Governor  and  chief 
law  enforcement  officer  myself. 

Now,  we  know  right  well  that  during  the  eighties  we  did  come 
up  from  about  7,700  agents  to  a  high  point  here  it  shows  in  1992, 
or  10,475  agents.  Under  the  1994  budget,  we  had  10,044  actual 
agents  on  the  street.  That  decline  was  not  the  result  of  your  budget 
that  you  brought  up,  though.  In  1995  we  are  going  to  have  10,039 
agents  on  the  street. 

I  have  the  same  concern  that  the  Senator  from  Texas  has.  I  re¬ 
member  one  time  in  the  early  eighties,  we  had  a  big  talk  down  in 
New  Orleans  about  the  thin  blue  line  between  civilization  and  the 
criminal  jungle.  And  then  they  came  up  after  the  talk  and  cut 
1,000  agents.  But,  this  subcommittee  put  1,000  back  in.  I  think  you 
might  have  been  with  the  Bureau  at  that  particular  time.  So,  we 
watch  that  very  closely,  and  the  full  intent  is  to  keep  that  agent 
force  there. 

I  like  the  adjustments  you  are  making,  because  we  have  gone  up 
some  3,000  during  the  last  10  years  in  actual  agents.  And,  you  are 
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maintaining  it,  generally  speaking,  at  a  level  10,044,  10,039. 
Maybe  you  can  take  a  few  more  out  of  headquarters  and  get  them 
back  to  10,044  so  I  can  say  on  the  floor  no  agents  have  been  cut. 
Would  that  not  be  delightful? 

Mr.  Freeh.  You  would  actually  have  to  close  headquarters  to  get 
to  that  number. 

Senator  Gramm.  Well,  and  the  guys  at  headquarters  must  be 
doing  something  productive.  All  these  guys  behind  you  look  like 
they  must  be  doing  some  kind  of  work. 

Mr.  Freeh.  They  are  extremely  productive,  and  I  do  appreciate 
your  support,  Senator.  I  make  the  comparison  to  myself.  I  was  a 
new  agent  back  in  1974.  I  am  now  the  Director  in  1994.  We  only 
have  1,466  more  agents  in  that  20-year  period,  and  I  think,  given 
the  38  new  m^'or  jurisdictions  including  drugs  that  we  have  re¬ 
ceived  during  that  period,  that  is  quite  a  challenge,  and  I  think  we 
have  quite  a  good  record  so  far. 

But  we  are  losing  agents,  obviously  by  your  own  facts.  We 
peaked  in  1992.  We  are  going  down.  And  since  we  have  not  hired 
^y  since  1992  it  is  not  getting  better  in  terms  of  the  people,  even 
if  I  were  to  close  headquarters  and  put  them  all  out  into  the  street, 
which  obviously  I  cannot  do  for  organizational  purposes. 

STATE  AND  LOCAL  TRAINING  REIMBURSEMENTS 

Senator  Rollings.  Well,  maybe  we  can  get  an  adjustment  when 
we  mark  up  this  bill. 

Let  me  respond  on  prisons.  We  are  building  them,  and  we  have 
actually  got  about  $1  billion  in  new  construction  in  the  pipeline.  It 
is  almost  like  the  DOD  budget,  and  you  have  got  $1  billion  hanging 
there  in  the  pipeline  and  everything  else.  To  make  sure  we  keep 
the  proper  agency  force  we  might  make  some  adjustments  there, 
and  we  will  be  in  touch  with  you  on  it. 

On  the  reimbursement  side,  since  we  were  touching  on  it,  the 
budget  cut  some  moneys  there  from  the  training  program.  I  believe 
the  FBI  has  recommended  a  policy  change  where  the  State  and 
local  officers  no  longer  will  be  reimbursed  for  travel  costs  when 
they  come  up  to  Quantico.  Those  little  things,  that  is  what  the  Sen¬ 
ator  hears  about,  those  little  things.  Those  fellows  all  want  to  come 
up  to  the  FBI  Academy  at  Quantico  and  everything  else.  All  of  a 
sudden  that  $226  per  officer,  that  hits  them  pretty  hard. 

Mr.  Freeh.  It  certainly  does,  and  it  impacts  most  adversely  on 
the  smaller  departments  who  cannot  afTora  the  costs  and  who  usu¬ 
ally  need  the  training.  We  have  over  7,000  officers  who  went 
through  Quantico  last  year.  State  and  local,  and  that  is  money  well 
invested. 


RUSSIAN  organized  CRIME 

Senator  Rollings.  Well,  we  will  be  looking  to  try  and  see  if  we 
can  help  there. 

I  understand  that  there  is  quite  a  threat  with  respect  to  orga¬ 
nized  crime  in  Russia.  Are  you  keeping  on  top  of  that?  Rave  we 
gotten  that  into  the  United  States  yet? 

Mr.  Freeh.  We  certainly  do.  We  had  a  case  last  April  in  New 
York,  a  criminal  case  that  was  prosecuted.  The  defendants  were  a 
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joint  venture  of  Russian  organized  crime  individuals  and  La  Cosa 
Nostra  organized  crime  individuals  importing  large  amounts  of  her¬ 
oin,  the  first  joint  venture  through  the  tri^,  and  that  is  a  trend 
that  we  are  becoming  increasingly  alarmed  about.  There  are  about 
100,000  organized  crime  members  in  Russia,  4,000  different  organi¬ 
zations.  Parts  of  that  country  begin  to  resemble  Chicago  in  the 
1920*s.  So  the  FBI  and  the  DEA  need  very  much  to  be  present  in 
there. 

We  have  spoken  to  the  Secretary  of  State,  Ambassador  Pickering, 
and  they  are  very  supportive  of  that  request,  but  it  is  an  expensive 
proposition. 

Senator  Rollings.  What  about  the  Russian  Government?  Are 
they  supportive?  Do  you  get  cooperation  from  the  Russian  Govern¬ 
ment? 

Mr.  Freeh.  Yes,  sir;  with  respect  to  the  police  matters,  they  need 
our  help  desperately. 

Senator  Rollings.  That  is  good. 

In  these  foreign  posts,  are  you  having  cutbacks  over  there? 

Mr.  Freeh.  No;  in  fact,  we  have  been  expanding  those.  That  has 
been  a  very  critical  area  for  us,  because  of  the  problems,  for  in¬ 
stance,  in  Russia — the  organized  crime  problems.  Those  are  going 
to  be  our  problems  in  the  next  5  years.  We  would  like  to  start  ad¬ 
dressing  them  over  there. 

So,  we  have  been  actually  building  up  attaches,  Vienna,  Athens, 
Caracas,  and  hopefully  now  in  Moscow  and  probably  about  seven 
or  eight  other  places  around  the  world,  where  we  should  be. 

Senator  Rollings.  Well,  in  the  past  several  years,  you  have 
opened  up  attache  posts  as  you  said  in  Vienna,  Caracas,  and  Ath¬ 
ens.  And,  again,  as  the  Senator  was  describing  his  concern,  we  do 
not  want  to  be,  you  know,  sending  them  out  and  taking  them  away 
from  the  regular  agency  force  here.  So,  let  us  watch  that  very  close¬ 
ly  first. 

Senator  Gramm.  Mr.  Chairman. 

Senator  Rollings.  Yes,  sir. 

Senator  Gramm.  If  you  would  send  us  some  clippings  on  this 
joint  venture  in  New  York,  it  would  be  very  interesting  to  have 
that.  Anything  you  have  on  what  is  happening  in  Russia,  I  think 
that  is  information  that  most  Members  of  Congress  do  not  have.  It 
is  a  frightening  prospect. 

Mr.  Freeh.  I  met  several  weeks  ago  with  one  of  the  police  gen¬ 
erals  in  Russia.  Re  described  ordinary  circumstances  where  tneir 
officers  were  using  cabs  to  do  surveillances,  because  they  did  not 
have  either  the  vehicles  or  the  gas  to  maintain  them.  So,  it  is  a 
very  desperate  situation. 

I  will  provide  that  to  you,  sir. 

[The  information  follows:] 

(Wednesd&y.  April  28.  1993] 

Russian  Gang,  Mob  Members  Convicted  of  Heroin  Smuggling 

Four  members  of  a  Russian  immigrant  gang  and  a  New  York  organized  crime  mob 
were  convicted  Tuesday  in  an  international  scheme  to  smuggle  heroin  and  sell  it  in 
the  United  States. 

The  four,  convicted  in  Manhattan  Federal  Court,  were  among  18  charged  with 
conspiracy  in  the  case. 
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Evidence  showed  that  the  Russian  defendants,  including  David  Podlog,  46,  and 
Adolf  Sirotnikov,  62,  were  responsible  for  smuggling  heroin  from  Poland  into  the 
United  States,  prosecutors  said  during  the  nine- week  trial. 

The  heroin  was  then  distributed  in  the  United  States  through  Calogero 
Badalamenti,  46,  and  Giuseppe  Genna,  42,  as  well  as  others. 

The  main  witness  in  the  trial  was  a  self-confessed  Russian  mobster  who  agreed 
to  cooperate  with  the  authorities. 

The  prosecutors  said  that  other  evidence  included  tape  recordings  of  phone  con¬ 
versations  intercepted  by  court  authorities,  wiretaps  and  lane  amounts  of  heroin 
purchased  from  an  undercover  agent  from  the  federal  Drug  Enforcement  Adminis¬ 
tration. 

Those  convicted  Tuesday  are  scheduled  to  be  sentenced  July  26,  when  they  face 
up  to  life  in  prison. 

The  convictions  brought  to  16  the  number  who  have  been  convicted  or  pleaded 
guilty  to  charges  stemming  from  the  investigation  of  the  scheme. 

CHILD  PROTECTION  ACT 

Senator  Holdings.  Talking  about  West  Virginia  and  the  auto¬ 
mated  fingerprint  identification  system  over  there,  if  you  pick  me 
up  from  the  fence  out  here  on  the  street  and  got  my  fingerprint, 
how  long  would  it  take  you  todav  to  identify  that  fingeiyrint? 

Mr.  Freeh.  Assuming  we  had  a  set  of  your  fingerprints  to  begin 
with,  about  2  weeks. 

Senator  Holdings.  Still  2  weeks? 

Mr.  Freeh.  Yes. 

Senator  HOLDINGS.  But  you  could  not  hold  me  for  2  weeks? 

Mr.  Freeh.  Not  under  our  laws,  I  could  not. 

Senator  HOLDINGS.  So,  we  still  are  behind  the  curve,  then. 

I  am  stretching  here  on  a  couple  of  mundane  questions,  because 
our  distinguished  ranking  member  is  on  the  way. 

With  respect  to  the  Child  Protection  Act,  for  example,  legislation 
designed  to  do  fingerprint  checks  on  both  volunteers  and  workers 
who  interact  with  children  to  ensure  they  have  no  history  of  child 
abuse,  what  impact  will  that  have  on  the  FBI?  What  about  the 
FBFs  ability  to  fulfill  possibly  5  million  additional  fingerprint 
checks?  Does  that  come  to  you? 

Mr.  Freeh.  Yes,  sir;  it  does  come  to  us.  And  those  5  million  ex¬ 
aminations  on  an  annualized  basis  would  be  quite  expensive.  There 
is,  as  you  know,  in  the  legislation  a  provision  for  a  user  fee.  The 
problem  becomes  whether  in  every  case,  for  instance,  the  Boy 
Scouts  and  other  charitable  organizations,  we  could  or  should 
charge  that  type  of  fee.  So,  there  is  a  funding  infrastructure  in 
place,  but  it  may  be  difficult  in  many  cases  as  a  policy  matter  to 
try  to  collect  those  fees. 

Senator  Holdings.  What  about  the  provisions  under  the  Brady 
Act  to  conduct  background  checks?  How  does  that  work? 

Mr.  Freeh.  We  are  spending  up  to  $10  million  through  1994.  We 
have  a  $6  million  funding  source,  which  will  be  in  the  crime  control 
fund,  which  will  take  us  through  1995.  That  will  carry  us  to  the 
point  where  we  should  be  able  to  do  the  instant  checks  by  1998, 
which,  of  course,  is  the  goal. 

FBI  LABORATORY  POLICY  CHANGES 

Senator  Holdings.  Recently,  they  tell  me  that  the  FBI  laboratory 
policy,  with  regard  to  accepting  evidence  from  State  and  local  prop¬ 
erty  crime  cases,  has  changed  in  that  the  FBI  will  no  longer  accept 
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evidence  for  examination  in  property  crime  cases  unless  there  is  a 
personal  iiyury  or  an  attempt  to  cause  personal  injury.  Why?  Is 
that  the  change  in  policy? 

Mr.  Freeh.  Yes,  sir;  as  of  July  1,  they  will  stop  making  examina¬ 
tions  submitted  for  property  crimes  unrelated  to  personal  or  vio¬ 
lent- t3rpe  crimes  unless  there  is  some  other  overriding  reason.  That 
is,  again,  unfortunately,  the  result  of  a  reduction  in  examiners  over 
a  4-ye^  period. 

It  will  affect  about  25,000  cases  we  do  every  year. 

Senator  Hollings.  But  you  are  coordinating  that  with  the  local 
folks.  How  many  cases  are  involved? 

Mr.  Freeh.  TWenty-five  thousand  per  year. 

Senator  Hollings.  Twenty-five  thousand? 

Mr.  Freeh.  Twenty-five  thousand. 

Senator  Rollings.  Have  you  considered  perhaps  using  another 
user  fee  there  to  try  to  continue  that?  We  have  got  the  crime  bill. 
If  I  was  in  the  conference  I  would  try  to  put  a  fittle  user  fee,  be¬ 
cause  that  is  a  volume,  25,000  cases. 

Mr.  Freeh.  Certainly,  a  change  in  legislatio:i,  which  is  required, 
would  alleviate  the  problem.  Again,  as  a  policy  matter,  as  we  start 
charging  State  and  locals  for  these  examinations,  there  will  be  an 
adverse  impact  on  the  localities  who  cannot  afford  it. 

So,  I  think  it  is  something  that,  if  it  is  used,  would  have  to  be 
structured  in  some  way  to  protect  most  of  the  departments  who 
could  not  afford  to  process  those  fees. 

Senator  Rollings.  Good. 

Senator  Kerrey. 

Senator  Kerrey.  Director  Freeh,  I  would  say  directly,  welcome  to 
the  committee. 

Mr.  Freeh.  Thank  you. 

establishing  FBI  PRIORITIES 

Senator  Kerrey.  But  I  am  also  increasingly  troubled  by  the  dis¬ 
connect  between — not  your  when  I  say  this — our — sometimes  in  my 
own  personal  rhetoric,  about  fighting  a  war  on  drugs  and  what  ap¬ 
pears  to  be  happening  out  there  on  the  street. 

Omaha  was  invaded  with  crack  cocaine  sometime  in  1986  or 
1987.  The  nature  of  crime  changed  just  like  that.  I  mean,  overnight 
it  went  from  a  situation  that  the  law  enforcement  people  had  under 
control  to  one  where  they  absolutely  do  not  have  it  under  control 
now.  We  have  a  90-percent  increase  in  admissions  to  emergency 
rooms  with  drug-related  problems.  We  see  in  Colombia,  the  Cali 
cartel  pretty  much  being  able  to  do  what  they  want  to  do. 

How  are  the  priorities  arranged  inside  FBI?  How  are  those  prior¬ 
ities  reflected  in  vour  budget? 

Mr.  Freeh.  The  priorities  are  obviously  well  thought  out  and 
well  reviewed  on  a  continual  basis.  In  our  budget,  for  instance,  we 
prioritize  the  assignment  of  agents.  If  you  leave  aside  the  counter¬ 
intelligence  operations,  most  of  our  resources  §o  into  the  two  gen¬ 
eral  primary  categories.  One  is  the  violent  cnme/organized  crime 
mayor  case  operations.  The  second  one  is  the  white  collar  crime  pro¬ 
gram  and  related  matters. 

We  have  obviously  a  very  finite  source  of  resources  to  address  in¬ 
creasingly  dangerous  trends,  as  you  have  identified.  We  have,  for 
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instance,  with  respect  to  gangs,  done  and  are  doing  now,  through 
the  U.S.  attorneys,  an  antiviolent  crime  initiative,  where  we  are 
asking  all  the  U.S.  attorneys  to  sit  down  Avith  the  State  and  local 
cops  and  prosecutors,  come  back  with  a  strategy — actually  by  the 
end  of  this  month — and  then  focus  and  consolidate  all  those  re¬ 
sources  with  respect  to  those  problems. 

FOREIGN  ROOTS  OP  VIOLENCE  IN  TIIE  UNITED  STATES 

Senator  Kerrey.  Let  me  give  you  an  instance  where,  in  my  own 
thinking,  I  am  thinking  that  I  have  to  either — in  Senator  Moy- 
nihan’s  words — find  the  deviancy  down  and  accept  a  higher  level 
of  violence  than  I  should,  or  appl3dng  a  double  standard.  Or  maybe 
my  thinking  is  wronjg,  which  is  sometimes  the  case. 

When  the  World  IVade  Center  bombing  occurred  there  was  im¬ 
mediate  outcry,  political  and  non  political,  and  it  resulted  in  a  de¬ 
portation,  as  you  know,  and  a  lot  of  concern  about  a  terrorist  at¬ 
tack  on  a  U.S.  asset  and  Americans  being  killed.  It  caused  a  great 
deal  of  concern,  terror,  and  consternation  on  the  part  of  our  people. 

But  I  am  wondering  if  it  is  appropriate  for  me  to  compare  tnat 
to  the  relative  calm  and  lack  of  concern  when  we  see  Americans 
losing  their  life  in  violence  on  the  street.  And  you  may  not  be  able 
to  track  it  directly  to  Colombia.  You  may  not  be  able  to  track  it  di¬ 
rectly  to  a  foreign  source.  But  certainly  we  know  it  is  being  grown. 
And  there  are  lots  of  foreign  suppliers  along  the  way. 

Do  we  have  a  double  standard  here?  Should  we  be  talking  with 
^eater  concern  about  people  that  are  executed  on  the  streets  of 
New  York  or  Detroit  or  Philadelphia?  And  should  we  consider  this 
to  be  on  a  par  with  the  violence  that  we  saw  at  the  World  Trade 
Center? 

Mr.  Freeh.  I  think  it  should  be  on  an  absolute  par.  I  do  not  see 
any  distinction  between  either  the  World  Trade  Center  bombing 
case  or  the  23,000  people  that  are  being  murdered  a  year,  or,  for 
that  matter,  national  security  as  it  traditionally  is  looked  at  in 
terms  of  foreign  affairs  and  domestic  security— domestic  security, 
which  is  the  streets  of  America.  And  your  State  is  exactly  on  a  par 
with  national  security.  It  should  be. 

Senator  Kerrey.  But  how  do  we  do  that?  How  would  you  suggest 
that  we  do  that?  How  do  we  go  from  the  recognition  that  they  are 
on  a  par  to  generating  the  same  kinds  of  concern  and  energy  that 
we  had  for  the  World  Trade  Center?  I  mean,  we  saw  that  as  an 
external  threat.  And  we  responded  appropriately.  But  with  cocaine 
and  crack  cocaine  we  are  not.  We  just  genuinely  are  not,  it  seems 
to  me.  , 

Maybe  I  am  missing  something  here,  but  I  do  not  think  so.  I 
think  we  have  accepted  this  as  a  part  of  American  life.  And  I  am 
here  to  just  say  we  are  going  to  stop  doing  it.  And  let  people  know 
that  importing  cocaine  to  the  United  States  of  America  that  we  re¬ 
gard  that  the  same  way  we  do  as  somebody  that  is  importing  terror 
and  blowing  up  a  building  in  New  York  City,  that  they  are  on  the 
same  level.  And  our  response  is  going  to  be  identical.  Our  attitude 
is  going  to  be  identical.  Our  willingness  to  pursue  is  going  to  be 
identical. 

Unless  it  is,  it  seems  to  me,  they  are  going  to  say,  you  know, 
these  guys  know  that  in  the  end  that  we  are  going  to — ^you  know. 
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we  will  prosecute  them,  but,  in  the  end,  we  will  sort  of  make  a  good 
show  of  it  and  not  really  follow  all  the  way  through. 

Mr.  Freeh.  I  think  the  focus  that  you  outlined  is  critical  and 
needed. 

Senator  Kerrey.  Well,  I  have  got  to  tell  you,  I  think  unless  we 
do  that  we  are  going  to  lose  respect.  I  think  unless  we  say,  this  is 
the  threat.  This  is  an  external  threat,  joined  by  internal  demand, 
certainly,  joined  by  internal  conspiracy — ^there  is  no  question  about 
it.  But  it  is  a  combination  of  external  and  internal  threat  that  on 
a  scale  is  much  greater  than  world  terrorism. 

We  are  much  more  at  risk  on  a  constant  basis  to  be  killed  as  citi¬ 
zens,  to  have  our  lives  ended  as  citizens  this  evening  as  a  con¬ 
sequence  of  people  that  are  trafficking  in  drugs  than  we  do  from 
the  people  that  are  trafficking  in  Muslim  terrorism  it  seems  to  me. 

Mr.  Freeh.  Yes;  I  could  not  agree  with  you  more. 

FBI-CIA  RELATIONS 

Senator  Kerrey.  Can  you  tell  me  what — the  press  has  been  re¬ 
porting,  and  you  have  been  before  the  Intelligence  Committee  as 
well — the  friction  between  the  FBI  and  the  CIA?  Can  you  tell  me 
what  is  being  done  to  rectify  that? 

Mr.  Freeh.  Yes;  I  have  had  and  have  been  having  a  series  of 
meetings  not  just  with  the  DCI,  Mr.  Woolsey,  but  we  have  been  co¬ 
ordinating  those  meetings  through  the  White  House.  And  we  are 
reworking  some  of  the  traditional  ways  and  means  by  which  we 
have  shared  information  and  acted  on  information — espionage  in¬ 
telligence — and  the  very  necessary  breakdown  between  those  dis¬ 
ciplines. 

We  have  a  series  of  meetings  to  be  completed  on  a  very  short 
deadline.  And  then,  hopefully,  the  President,  by  Executive  order, 
will  have  some  recommendations,  which  I  think  will  enhance  both 
the  intelligence  gathering  operations  and  our  domestic  counter¬ 
intelligence  and  espionage  missions. 

Senator  Kerrey.  Are  you  willing  to  itjake  a  personal  evaluation 
of  any  lack  of  what  I  would  call  personal  discipline  of  duty,  honor, 
country  inside  of  the  Agency  that  was  tolerated  more  than,  for  ex¬ 
ample,  you  would  tolerate  it  inside  the  FBI? 

Mr.  Freeh.  I  do  not  think  I  have  enough  information  to  make 
an  assessment  like  that.  I  think  every  agency  in  law  enforcement 
has  internal  problems.  The  FBI  has  certainly  nad  them,  in  the  Mil¬ 
ler  case,  for  example.  Every  agency  charged  with  those  responsibil¬ 
ities  has  had,  over  the  years,  integrity  problems,  loyalty  problems, 
honesty  problems. 

I  hate  to  look  at  it  as  an  occupational  hazard  of  our  business,  but 
every  agency  in  this  business  has  had  these  problems.  I  think  the 
answer  is  to  take  whatever  measures  possiole  to  prevent  those. 
And,  when  found,  to  vigorously  and  quicldy  enforce  them  and  bring 
them  to  a  termination. 

RESTRICTIONS  TO  ESPIONAGE  INVESTIGATIONS 

Senator  Hollings.  If  the  Senator  would  yield. 

You  use  the  expression,  “acted  on  information.”  Is  there — and  I 
had  asked  this  question  earlier  and  the  Senator  from  Nebraska  is 
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better  equipped — he  is  a  member  of  our  Intelligence  Committee — 
do  you  have  any  inhibition,  restriction,  or  prohibition  from  acting 
on  information  that  you  would  have  at  the  FBI  level  against  some 
derelict  or  wrongdoer  at  the  CIA? 

Mr.  Freeh.  Tlie  only  prohibitions  against  acting  would  be  policy 
considerations  as  to  the  sensitivity  of  sources  of  information.  We 
actually  make  the  same  decisions  in  criminal  cases.  Sometimes  a 
U.S.  attorney  will  not  bring  a  criminal  case  because  we  would  jeop¬ 
ardize  the  safety  of  an  informant,  to  a  degree  where  a  policy  deci¬ 
sion  is  made  not  to  brine  the  prosecution. 

In  espionage  cases,  tne  same  balance  between  intelligence  and 
prosecution  takes  place. 

Senator  Rollings.  It  is  not  the  political  safety  of  the  Director? 
Mr.  Freeh.  That  is  never  a  consideration  as  far  as  I  am  con¬ 
cerned. 

Senator  Kerrey.  You  have  high  moral  standards,  do  you  not,  for 
your  agents?  I  mean,  if  you  have  an  agent  that  you  discovered  to 
be  philandering  or  conducting  himself  or  herself  in  a  manner  that 
is  unbecoming,  are  there  procedures  to  terminate? 

Mr.  Freeh.  Yes;  we  have  absolutely  stringent  procedures.  I  have 
sent  out,  in  the  last  2  months,  two  teletypes  to  all  the  FBI  agents 
not  only  highlighting  those  procedures,  but  I  have  taken  some  ac¬ 
tion — in  fact,  action  against  two  of  my  most  senior  officials  re¬ 
cently,  because  I  felt  they  were  not  complying  with  the  restrictions 
that  I  believed  they  should  work  under. 

INTEGRITY  ISSUES  AND  COMMUNICATIONS  PROBLEMS 

Senator  Kerrey.  So,  you  do  not  need  a  lie  detector  test,  in  many 
instances,  to  determine  whether  or  not  somebody  is  behaving  in  a 
fashion  that  allows  you  to  s^  I  can  continue  to  trust  they  are  up¬ 
holding  the  high  standards  of  the  FBI? 

Mr.  Freeh.  In  most  instances,  with  respect  to  integrity  matters 
and  Office  of  Professional  Responsibility  matters,  we  do  not  need 
that.  That  is  a  very  selective  and  unreliable  technique  in  many  in¬ 
stances.  In  some  contexts,  it  is  very  valuable.  But  it  generally  does 
not  apply  to  the  bulk  of  our  internal  integrity  investigations. 

Senator  Kerrey.  Well,  that  is  my  own  view,  by  the  way,  of  what 
is  going  on  over  there.  And  it  is  not  by  any  means  universal.  It  is 
not  by  any  means  even  in  the  majority.  But  it  does  not  take  much 
lowering  of  standards  before  you  get  in  trouble,  it  seems  to  me.  It 
does  not  take  much,  particularly  in  that  kind  of  an  operation, 
where  the  Nation's  security  is  at  stake — as  it  is  with  the  FBI  work. 

You  are  doing  work  that  is  not  just  simple  law  enforcement.  You 
are  doing  work  where  the  Nation's  security  is  at  stake  and  people's 
lives  are  at  stake  on  a  ready,  constant  basis.  And  any  slip,  any  slip 
and  deterioration  of  an  attitude  of  readiness  puts  everybody  at 
risk. 

And  my  own  view  is  that  is  what  happened  over  there.  A  rel¬ 
atively  small  number,  but  enough  to  do  a  lot  of  damage.  And  it  is 
essentially  a  management  problem.  It  is  not  a  question  of  doing  a 
better  job  with  the  polygraph.  It  is  not  a  Question — ^we  may  be  able 
to  improve  our  polygraph  procedures,  ana  we  may  be  able  to  do  a 
better  job  with  all  of  that,  but  as  far  as  I  am  concerned,  it  is  not 
a  technical  breakdown,  l^is  is  an  attitude  breakdown  and  basically 
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a  moral  breakdown.  And  one  that  is  going  to  be  corrected  only  with 
improved  diligence  on  those  issues. 

Veiy  quickly,  and  my  last  question,  Mr.  Chairman.  It  has  to  do 
with  the  data  encryption  standard  issue  and  the  Clipper  chip.  I 
supported  both  your  and  NSA's  policy.  Again,  as  I  said  to  you,  the 
reason  is  that  the  burden  of  proof  for  me  has  to  be  on  the  industry 
to  prove  that  this  is  bad  policy  because  of  what  is  at  stake.  But 
encryption  and  all-digital  signals  are  just  two  of  the  problems.  We 
have  got  PBX.  We  have  got  cellular.  We  have  got  foreign-owned 
companies  in  here. 

Are  you  confident  that  we  are  doing  all  that  we  should  do  to  deal 
with  our  communications  problem? 

Mr.  Freeh.  Yes. 

Senator  Kerrey.  For  example,  we  are  not  going  to  have  to  go  to 
a  mandatory  Clipper?  Are  you  confident  that  we,  as  oversight  peo¬ 
ple,  have  thou^t  this  thing  through  enough? 

Mr.  Freeh,  night  now  I  am  comfortable  that  we  have  thought  it 
through  sufficiently.  I  think  the  priority  in  those  two  areas  of  con¬ 
cern  is,  first,  the  digital  access  problem.  The  encryption  is  a  prob¬ 
lem.  But  unless  we  maintain  the  access  that  we  have  now,  it  will 
not  matter  whether  the  communications  are  encrypted  or  not. 

I  think  the  legislation  that  has  been  pressed  will  solve  the  ac¬ 
cess  problem.  Even  though  it  cuts  out  the  PBX*s  and  the  comput¬ 
ers,  we  will  capture  the  bulk  of  the  universe,  where  we  have  our 
most  important  intelligence  and  criminal  needs. 

On  the  encryption  issue,  I  think  if  the  auministration's  policy  is 
pursued,  the  Federal  Government,  which  buys  88  percent  of  the 
encryption  devices,  will  make  that  market.  And  it  will  become  a 
voluntary  market. 

And  I  think  that  despite  the  claims  of  the  industry,  once  that 
market  is  established,  the  foreign  manufacturers  will  be  forced  to 
use  that  same  device.  Because  the  foreign  police  agencies  and  intel¬ 
ligence  agencies  have  told  us  that  they  will  buy  and  support  only 
that  standardized  encryption  equipment,  because  they  have  the 
same  needs  that  we  do. 

So,  I  think  the  voluntarv  procedure  will  work.  If  it  does  not  work, 
obviously  the  question  will  be  presented  as  to  a  mandatory  usage. 

Senator  Kerrey.  Fcr  your  information,  in  future  discussion,  I 
have  doubt  about  our  c  irrent  policy,  again,  given  what  is  at  stake. 
I  give  you  the  benefit  of  the  doubt.  But  I  want  to  continue  to  exam¬ 
ine  the  issue. 

Mr.  Freeh.  Yes;  I  certainly  appreciate  your  support,  Senator. 

Thank  you. 

Senator  Hollings.  Very  good.  Thank  you,  Senator  Kerrey. 

Let  me  take  one  more  minute  here. 

I  noticed  that  we  have  got  John  Harley  over  here.  He  is  in  terror¬ 
ism  now?  He  has  had  good  experience  down  in  South  Carolina. 

Mr.  Freeh.  He  claims  it  was  the  best  experience  of  his  life. 
[Laughter.] 

Senator  Hollings.  We  will  take  him  back.  [Laughter.] 

Mr.  Harley.  I  would  come  back  gladly.  Senator.  [Laughter.] 

Senator  Kerrey.  Mr.  Chairman,  I  thought  I  was  doing  you  a 
favor. 

Senator  Hollings.  Well,  you  are. 
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Senator  Kerrey.  I  have  got  one  more  question  that  I  would  be 
glad  to  ask  just  to  fill  up  the  air  waves. 

Senator  Hollings.  Please  do.  Go  right  ahead. 

FOREIGN  COUNTERINTELLIGENCE  REPROGRAMMINGS 

^nator  Kerrey.  I  am  concerned  about — and  we  may  be  causing 
this,  so  you  can  be  honest  if  we  are — I  am  concerned  about  the 
reprogramming  in  the  foreign  counterintelligence  budget.  Some 
who  are  nastier  than  I  have  suggested  that  the  FCI  budget  is  basi¬ 
cally  being  used  as  a  cash  cow.  I  am  not  nearly  anywhere  near  that 
nasty,  so  I  presume  that  there  is  a  good  reason  for  that  repro¬ 
gramming.  And  I  would  like  to  know  if  that  reprogrsunming  causes, 
in  your  mind,  a  deterioration  in  our  capacity. 

Because,  obviously — at  least  it  was  obvious  to  me — ^that  in  the 
current  world  situation  we  are  at  greater  risk  not  at  a  lesser  risk — 
we  are  at  a  greater  risk  of  all  kinds  of  mischief  out  there  that  could 
do  relatively  severe  damage  to  us.  And  I  would  just  like  to  have 
you  discuss  that. 

Mr.  Freeh.  Yes. 

I  do  not  think  we  have  reached  the  point  where  we  are  jeopardiz¬ 
ing  in  any  serious  way  our  ability  to  protect  and  execute  all  of  our 
national  security  responsibilities. 

We  have  recently  taken  a  significant  number  of  resources,  includ¬ 
ing  agent  resources,  and  reprogrammed  them  to  the  areas  where 
we  feel  most  vulnerable.  And  I  would  be  happy  to  discuss  that  with 
you  separately. 

In  terms  of  overall  reprogrammings,  these,  of  course,  have  been 
going  on  since  1988.  The  world — everybody’s  knowledge  has 
changed  significantly.  Many  of  the  things  we  were  doing,  such  as 
watching  emigres  from  the  Soviet  Union  and  other  countries,  have 
really  not,  in  the  scheme  of  things  now,  been  viewed  as  necessary. 

A  lot  of  that  reproCTamming,  to  be  honest  with  you,  is  to  fill  the 
void  created  by  the  fact  that  no  new  agents  have  been  hired  in  2 
years,  and  we  are  losing  agents  on  a  daily  basis  and  we  are  not 
refilling  them  in  all  of  our  other  non-national  security  areas. 

My  view  is,  however,  that  we  still  have  sufficient  resources  for 
the  current  threats.  But  those  threats  change,  as  you  well  know, 
every  day.  And  once  they  do,  I  may  be  in  the  position  of  having  to 
take  resources  from  some  other  area  and  put  them  back  into  those 
areas.  And  I  will  not  hesitate  to  do  that. 

UNRESTRAINED  GROWTH  IN  ENTITLEMENTS 

Senator  Kerrey.  I  ^ess  this  is  an  editorial  piece  that  I  typically 
put  out,  and  the  chairman  has  had  to  suffer  through  it  three  or 
four  times.  But  I  am  very  conscious  of  what  is  going  on  right  now 
with  our  budget  is  that  all  the  domestic  accounts  are  getting 
squeezed  as  a  result  of  almost  unrestrained  ^owth  in  the  entitle¬ 
ment  programs.  We  have  got  a  $30  billion  increase  this  year  in 
health  care,  a  $20  billion  increase  in  retirement — a  $50  billion  total 
increase  in  those  mandatory  programs,  and  we  will  not  even  debate 
them,  whereas  we  are  going  to  have  real  cuts  in  everything  else. 

.  Now,  in  some  cases  that  may  mean  that  we,  20  years  from  now, 
find  out  that  we  had  not  made  the  investments  that  we  should  in 
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a^culture  productivity  and  we  are  not  able  to  feed  the  world.  We 
will  have  to  deal  mth  that  as  a  consequence. 

In  some  cases  it  may  mean  that  our  children  do  not  have  the 
skills  that  they  need  to  compete  in  the  world  economy,  and  we  will 
have  to  deal  with  that.  But,  as  it  relates  to  your  work,  and  what 
I  would  appreciate  very  much,  what  I  would  find  to  be  extremely 
helpful,  is  your  well-known  willingness  to  be  honest,  to  come  and 
say,  look,  here  is  v/here  I  am  rationing  the  law  enforcement  effort. 

And  I  hear  you  out  there.  I  appreciate  that  when  you  are  in  a 
townhall  meeting.  Senator,  somebody  is  going  to  get  up  and  say, 
are  we  doing  all  that  we  could  do  to  fight  this  battle  on  drugs?  And 
you  need  to  say  to  them.  Senator,  no,  we  are  not.  No;  we  are  not 
because  I  cannot  hire  additional  agents. 

If  there  is  that  kind  of  shorting  of  the  sheets,  then  we  need  to 
say  so  before  the  American  people  go  the  bag  and  find  out  what 
has  been  done  to  them. 

Mr.  Freeh,  Yes. 

Senator  Kerrey.  And  it  seems  to  me  that  is  what  is  going  on. 

Mr.  Freeh.  Well,  we  are  being  squeezed  in  that  area. 

Senator  Kerrey.  I  am  not  blaming  the  President. 

Mr.  Freeh.  Yes. 

Senator  Kerrey.  It  is  not  a  shot  at  the  President.  It  is  not  a  shot 
at  the  administration.  But  sometimes  m  politics  we  allow  a  dishon¬ 
esty  to  become  a  fact.  And  it  seems  to  me  that,  at  least  in  this  area, 
that  is  precisely  what  we  are  doing.  We  are  allowing — well,  we  are 
doing  all  that  we  can  and  we  do  not  want  to  offend  one  another. 
So,  the  budgets,  we  are  going  to  cover  as  many  bases  as  we  pos¬ 
sibly  can. 

And  I  think,  in  fact,  that  we  are  deteriorating  our  FCI  capability, 
at  least  marginally.  And  maybe  it  will  not  be  a  problem.  Maybe  we 
will  be  fine.  Maybe  nothing  will  happen  and  everything  will  be  OK. 
But  that  was  not  the  attitude  of  this  country  for  45  years,  when 
we  worried  about  the  Russians  coming  through  the  Fulda  Gap. 

It  was  unlikely  they  would  come  through  the  Fulda  Gap,  but  we 
prepared  ourselves  for  that  eventuality.  And  we  spent  a  lot  of 
money  to  prepare  ourselves  for  that  eventuality.  And  it  worked. 

And  it  seems  to  me  that  if  we  are  going  to  win  this  battle  on 
crime,  we  are  going  to  have  to  do  the  same  thing.  And  I  just  do 
not  see  us  doing  it. 

ADDITIONAL  COMMITTEE  QUESTIONS 

Senator  Rollings.  Very  good.  Thank  you  very  much. 

Judge,  we  appreciate  your  appearance  here  this  morning. 

Did  you  have  additional  comment? 

Mr.  Freeh.  No. 

Senator  Rollings.  Good.  Thank  you  very,  very  much.  And  we 
appreciate  your  appearance  here  this  morning. 

Mr.  Freeh.  Thank  you,  Mr,  Chairman.  It  is  always  a  pleasure 
to  see  you,  sir.  [Pause.] 

[The  following  questions  were  not  asked  at  the  hearing,  but  were 
submitted  to  the  Department  for  response  subsequent  to  the  hear¬ 
ing:] 
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Questions  Submitted  by  Senator  Ernest  F.  Hollings 

FINANCIAL  institution  FRAUD  REPROGRAMMING 

Question.  On  March  21,  1994,  the  Subcommittee  received  a  reprogramming  notifi- 
cation  from  the  Department  of  Justice  seeking  to  reallocate  up  to  25  percent  of  the 
resources  now  desWated  for  Financial  Institution  Fraud  (FIF)  Enforcement  to 
Health  Care  Fraud  Enforcement.  The  stated  purpose  of  the  reallocation  is  to  provide 
the  Department  the  flexibility  to  address  the  mowing  health  care  fraud  prohlem — 
which  appears  to  be  escalating  while  Uie  number  of  cases  involving  failed  financial 
institutions  appears  to  be  on  the  decline  (down  13  percent  fh)m  fiscal  year  1992  to 
fiscal  year  199o). 

Now,  it  was  your  predecessor,  Juc^e  Sessions,  who  in  1990  testified  before  this 
Subcommittee  on  the  inability  of  the  FBI  to  address  FIF  Investigations — as  a  result, 
I  provided  $109.6  million  in  the  fiscal  yeai'  1991  Bill  for  the  investigation  and  pros¬ 
ecution  of  the  saving  and  loan  debacle.  Before  we  approve  this  reaDocation,  1  want 
to  hear  it  straight  from  you  that  the  FBI  is  realizing  an  increase  in  health  care 
fraud  cases  and  a  decrease  in  FIF  cases.  Does  this  appear  to  be  the  situation? 

Answer.  Total  FIF  investigations  have  remained  at  or  near  10,000  for  the  past 
several  months.  From  the  second  quarter  of  fiscal  year  1993  throu^  January  1994, 
the  monthly  caseload  generally  has  not  changed  by  more  than  100  cases,  ranging 
from  10,000  to  10,100.  Failure  cases,  generally  more  labor  intensive  than  other  FIF 
cases,  peaked  at  768  in  July  1992  and  declin^  to  694  by  the  end  of  January  1994. 

The  PBI’s  commitment  to  addressing  Health  Care  Fraud  (HCF)  matters  has 
grown  dramatically  in  the  past  few  years,  as  demonstrated  by  the  following  caseload 
and  workyear  data: 

Number  of  pending  Health  Care  Fraud  cases: 


March  1992  .  365 

March  1993  .  720 

March  1994  .  1,230 

Health  Care  Fraud  Workyears: 

1991  .  71 

1992  .  125 

1993  .  162 

1994  .  i  228 


*As  of  February  5,  1994. 

In  response  to  a  November,  1993,  survey,  24  of  56  FBI  field  offices  advised  that 
the  FIF  crime  problem  was  abating  and  that  th^  could  reallocate  FIF  resources  to 
other  areas  of  the  White-Oillar  Crime  Program.  These  24  offices  estimated  that  125 
agents  were  no  longer  needed  to  address  FIF  matters.  Further,  the  survey  deter¬ 
mined  that  46  of  the  56  field  offices  had  unaddressed  HCF  work  and  that  an  addi¬ 
tional  185  agents  were  needed  to  investigate  these  matters. 

Question.  Do  you  feel  such  a  shift  in  resources  will  have  a  negative  impact  on 
bringing  those  responsible  for  the  Savings  and  Loan  mess  to  justice? 

Answer.  No.  Although  FIF  continues  to  be  a  serious  National  crime  problem,  the 
problems  associated  with  the  numerous  failures  of  financial  institutions  during  the 
late  1980’s  appear  to  be  diminishing.  Financial  institution  failures  have  decreased 
and  are  expected  to  continue  in  this  pattern.  Since  failure  cases  are  typically  more 
labor  intensive  than  other  FIF  cases,  the  FBI  believes  that  agents  could  be  reas¬ 
signed  to  investigate  HCF  matters  if  the  trend  in  decreased  failures  continues.  Even 
though  the  number  of  major  FIF  cases  has  increased,  monthly  statistics  for  the  past 
year  indicate  that  growth  in  total  cases  has  leveled  off. 

Question.  Do  you  feel  we  now  have  a  more  serious,  unaddressed  problem  with 
health  care  fi-aud? 

Answer.  The  FBI  believes  there  exists  a  severe  HCF  problem  in  this  country.  The 
FBI  and  other  law  enforcement  and  regulatory  agencies  are  aggressively  addressing 
this  crime  problem.  The  FBI  is  following  a  strategy  that  allows  us  to  maximize  the 
effectiveness  of  our  r*e80urces  through  a  “team  approach”  in  which  the  FBI  empha¬ 
sizes  the  benefits  of  HCF  Task  Forces,  working  groups,  and  joint  investigations.  The 
FBI  has  also  consistently  increased  its  commitment  of  resources  to  the  HCF  problem 
over  the  past  few  years. 

Despite  these  efforts,  the  extent  of  unaddressed  HCF  remains  very  high.  Forty- 
six  of  fifty-six  FBI  field  offices  identified  unaddressed  HCF  matters  in  response  to 
a  recent  survey.  In  many  cases,  the  field  offices  cited  la^e  inventories  of  docu¬ 
mented,  unaddressed  HCF  cases  which  would  definitely  be  investigated  if  resources 
were  available.  Several  offices  described  those  HCF  matters  they  are  able  to  inves- 


686 


tigate  with  current  resources  as  only  representing  the  “tip  of  the  iceberg”  of  the 
overall  HCF  problem  in  their  respective  territories. 

Question.  If  the  full  25  percent  is  reallocated,  how  much  v/ill  we  be  spending  to 
investigate  Financial  Institution  Fraud  in  fiscal  year  1994  compared  to  fiscal  year 
1993?  How  much  on  Health  Care  Fraud? 

^swer.  The  FBI  is  currently  expending  about  228  agent  workyears  in  the  HCF 
Initiative.  There  has  been  a  significant  increase  in  the  past  few  months  due  to  sev¬ 
eral  ongoing  investigations  of  National  scope.  Thus,  the  228  figure  may  be  some¬ 
what  higher  than  the  level  at  which  our  resources  should  stabilize  in  the  future 
(should  no  infusion  of  additional  resources  take  place). 

A  total  of  263  agent  workyears  would  be  reassigned  to  the  HCF  Initiative  if  the 
full  26  percent  of  FIF  resources  were  reallocated.  Such  a  reallocation  would  bring 
the  total  number  of  agents  investigating  HCF  to  approximately  450. 

ENDING  AGENCY  DUPLICATION 

Question.  Last  >'ear,  the  Subcommittee  urged  the  Attorney  General  to  review  drug 
law  enforcement  operations  in  order  to  eliminate  duplication  of  efibrt,  particularly 
in  overhead  and  support  infrastructures.  Now,  in  addition  to  running  the  Depart¬ 
ment's  largest  law  enforcement  operation,  Attorney  General  Reno  has  named  you 
to  the  position  of  Director  of  Investigative  Agency  Policies  (“DIAF’)— essentially 
naming  you  the  referee.  Could  you  describe  for  the  Subcommittee  how  you  are  pro¬ 
ceeding  in  this  new  capacity?  W^at  types  of  issues  are  you  addressing? 

Answer.  Thus  far,  the  Director  for  Investigative  Agency  Policies  (DIAP)  has  issued 
five  resolutions.  The  first,  dated  February  1,  1994,  directs  that  a  common  pointer 
index  system  be  created  for  the  pu^ose  of  sharing  FBI  and  DEA  investigative  data; 
increases  FBI  participation  at  the  El  Paso  Intelligence  Center;  and  defines  the  role 
of  the  FBI  and  DEA  in  relation  to  the  National  Drug  Intelligence  Center. 

The  second  resolution,  issued  March  1,  1994,  directs  executive  management  of 
Federal  law  enforcement  agencies,  working  in  conjunction  with  the  U.S,  Attorneys 
and  State  and  local  enforcement  authorities,  to  submit  a  single  violent  crime  inves¬ 
tigative  and  prosecution  strategy  tailored  to  each  Federal  Judicial  district. 

The  third  resolution  of  April  5,  1994,  establishes  an  Interagency  Budget  Advisory 
Council  (IBAC)  to  coordinate  criminal  investigative  agency  budget  requests,  assess 
the  potential  for  overlap  and  duplication,  and  advise  the  DIAP  of  issues  that  require 
intervention. 

The  fourth  resolution,  issued  April  13,  1994,  establishes  a  Justice  Wireless  Group 
(JWG)  to  discuss  the  Department’s  wireless  communication  requirements  and  imple¬ 
mentation  and  to  identify  and  support  standards  for  wireless  communications  and 
interoperability. 

The  most  recent  resolution,  dated  May  9,  1994,  establishes  a  Field  Structure 
Working  Group  (FSWG)  to  identify  possible  areas  of  fragmentation  or  duplication 
among  the  Department’s  field  offices  and  recommend  possible  areas  of  consolidation, 
including  support  personnel  in  the  field,  potential  collocation  of  field  offices,  and 
other  streamlining  measures  designed  to  improve  coordination. 

Question.  Do  you  identify  your  own  issues  to  act  on  or  has  the  Attorney  General 
given  you  a  list  of  issues  to  start  with? 

Answer.  The  November  18,  1993,  Attorney  General  Order  establishing  the  Office 
of  Investigative  Agency  Policies  (OIAP)  identifies  issues  for  the  DIAP  to  address,  but 
also  provides  flexibility  for  the  DIAP  to  raise  other  issues  within  its  jurisdiction. 
Moreover,  Department  of  Justice  agencies  can  and  have  submitted  issues  for  the 
DIAP’s  consideration. 

The  Attorney  General’s  Order  states  that  in  the  areas  of  overlapping  jurisdiction 
of  the  criming  investigative  agencies,  the  DIAP  shall:  (1)  Improve  coordination 
among  agencies  of  the  Department,  both  vrithin  the  United  States  and  abroad;  (2) 
assure,  to  the  extent  appropriate,  consistent  operational  guidelines;  (3)  establish 
procedures  and  mechanisms  for  coordinating  the  collection  and  dissemination  of  in¬ 
telligence;  (4)  establish  procedures  and  policies  relating  to  procurement,  including 
but  not  limited  to  procurement  of  communications  and  computer  systems;  (6)  deter¬ 
mine  and  establish  procedures  for  the  coordination  of  all  automation  systems;  (6) 
establish  plans  to  ensure  the  effective  deployment  of  task  forces;  (7)  establish  proce¬ 
dures  for  coordinating  the  apprehension  of  fugitives;  (8)  establish  programs  to  co¬ 
ordinate  criminal  investigative  agency  training;  (9)  advise  the  Attorney  General  and 
Deputy  Attorney  General  on  all  investigative  policies,  procedures,  and  activities  that 
warrant  uniform  treatment  or  coordination;  (10)  advise  the  Attorney  General  and 
Deputy  Attorney  (General  on  the  budgetary  and  resource  requests  of  criminal  inves¬ 
tigative  agencies;  (11)  perform  other  functions  as  may  be  necessary  for  effective  pol- 
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icy>level  coordination  of  criminal  investigations;  and  (12)  perform  such  special  duties 
as  may  be  assigned  by  the  Attorney  General  or  Deputy  Attorney  General. 

Question.  Are  you  getting  the  cooperation  from  the  other  agencies  that  you  need 
to  do  the  job? 

Answer.  Yes.  Each  agency  has  contributed  substantially  to  these  resolutions.  I 
continue  to  be  impress^  with  the  shared  desire  among  the  participating  agencies 
to  conduct  investigative  business  more  effectively  so  that  the  Department  may  have 
the  greatest  possible  impact  on  crime,  given  limited  resources. 

Question,  ^at  have  been  the  results  of  this  new  office  to  date?  Can  you  cite  any 
savings? 

Answer.  Each  of  the  five  DIAP  resolutions  addresses  improved  coordination  of  the 
Department’s  investigative  efforts,  allowing  the  Department  to  make  better  use  of 
dedining  investigative  resources. 

— Coordination  of  intelligence  will  allow  the  FBI  and  DEA  to  target  resources  on 
the  most  offensive  drug  trafficking  organizations. 

— Coordination  of  Violent  Crime  Task  Forces  promises  greater  exchange  of  infor¬ 
mation  among  law  enforcement  agencies  and  the  more  effective  allocation  of  re¬ 
sources,  personnel  and  noimersonnel. 

— Creation  of  the  Justice  Wireless  Group  will  prevent  inefficiencies  that  might 
have  occurred  because  of  duplication  of  effort  or  the  purchase  of  incompatible 
equipment.. 

— The  Interagency  Budget  Advisory  Council  was  established  specifically  to  high¬ 
light  areas  of  wasteful  duplication  to  the  DIAP.  This  Council  has  begun  to  re¬ 
view  areas  of  common  interest  to  determine  if  savings  might  be  created  by 
merging  certain  efforts  and  by  designing  procurement  contracts  so  that  other 
Department  of  Justice  agencies  may  purchase  off  of  them,  creating  economies 
of  scale. 

— ^Finally,  the  Field  Structure  Working  Group’s  analysis  of  the  Department’s  field 
structure  may  result  in  savings  of  space  costs  and  the  more  effective  allocation 
of  support  personnel. 

Question.  One  area  that  mieht  be  worth  looking  at  for  savings  is  the  Organized 
Crime  Drug  Enforcement  TasK  Force  (OCDETF)  Program.  I’m  not  convinced  that 
these  resources  wouldn’t  be  put  to  better  use  by  transferring  the  resources  back  to 
the  individual  agencies  for  allocation.  By  doing  so,  we  would:  (1)  eliminate  the 
OCDETF  administrative  function  which  appears  to  operate  simply  as  a  “pass- 
Uirough”  of  earmarked  funding  to  the  participating  agencies;  and  (2)  permit  the 
agencies  greater  flexibility  in  applying  these  resources  to  Violent  Crime  Task 
Forces,  Fugitive  Task  Forces,  or  Organized  Crime  Drug  Enforcement  Task  Forces. 
With  fewer  resources  available,  agencies  need  greater  fiexibilitY  in  their  allocation 
of  resources.  Do  you  have  any  thoughts  on  such  a  proposal?  Is  this  something  worth 
looking  into? 

Answer.  This  certainly  appears  worth  looking  at.  As  a  matter  of  fact,  the  sugges¬ 
tion  to  eliminate  the  OCDETF  administrative  overhead  and  designate  funding  spe¬ 
cifically  for  the  agencies  is  currently  being  considered  by  the  Department  of  Justice, 
The  FBI  has  provided  the  Attorney  General  with  its  position  on  this  issue  and  is 
participating  m  discussions  of  this  suggestion  with  officials  of  DOJ  and  other  con¬ 
cerned  law  enforcement  agencies. 

DIGITAL  TELEPHONY 

Question.  How  is  your  Digital  Telephony  development  program  coming  along? 
How  will  you  use  the  $9.6  million  you  have  in  your  1995  base?  Is  this  sufficient  to 
meet  your  development  needs? 

Answer.  The  $9.6  million  in  base  level  funding  referred  to  is  not  the  base  funding 
level  of  the  FBI’s  Digital  Telephony  Research  and  Development  (R&D)  Program,  but 
rather  the  base  funding  level  of  the  FBI’s  entire  Telephony  Program.  The  base  fund¬ 
ing  for  the  Telephony  Program  can  be  broken  into  three  components:  (1)  funding  for 
the  procurement  of  new  electronic  intercept  equipment  (e.g.,  tape  recorders  and 
dialed  number  recorders)  which  accounts  for  $3.6  million;  (2)  funding  for  the  devel¬ 
opment  and  upgrading  of  electronic  intercept  collection  systems,  which  accounts  for 
approximately  $3.2  million;  and  (3)  funding  for  Digital  Telephony  R&D,  which  is 
$2.8  million. 

The  Digital  Telephony  Program  is  responsible  for  formulating  strategies  and  de¬ 
veloping  methodologies  to  ensure  the  ability  of  the  FBI  to  perform  court-ordered  sur¬ 
veillances  on  emergiM  and  future  electronic  communications  technologies.  In  the 
past  three  years,  the  FBI  has  supj^lemented  the  base  funding  of  the  Digital  Teleph¬ 
ony  Program  through  reprogrammings  from  other  programs.  Due  to  the  uncertainty 
in  the  level  of  funcung  for  mis  program,  it  has  been  difficult  for  the  FBI  to  engage 


688 

in  long  term  development  efforts  in  support  of  this  program  or  to  staff  this  program 
adequately. 

Current  FBI  projections  for  fiscal  years  1995  to  2000  indicate  the  following  annual 
reouirements  in  inillions  of  dollars.  The  FBl^feels  that  it  is  essential  that  the  Te¬ 
lephony  Pro-am  receive  funding  in  order  to  establish  and  sustain  a  base  level  of 
funding  to  adequately  address  this  critical  mission. 

[Dollars  in  inillions} 


R&D 

Development/up- 
gradin^  of  elec- 
troniq  intercept 
collection  sys¬ 
tems 

Procurement  of 
new  electronic 
intercept  sys¬ 
tems  and  equip¬ 
ment 

Total  annual 
funding  required 

Fiscal  year: 

1995  .r . 

.  42.9 

7.7 

18.1 

68.7 

1996  . 

.  21.9 

7.7 

22.1 

51.7 

1997  . 

.  21.9 

7.7 

23.6 

53.2 

1998  . 

.  20.9 

7.7 

18.6 

47.2 

1999  . 

.  20.9 

6.2 

19.6 

45.7 

2000  . 

.  20.9 

6.2 

i8.6 

45.7 

Totals  . 

.  149.4 

43.2 

119.6 

312.2 

Question.  Has  the  Administration  made  any  decision  on  how  it  will  pay  for  the 
legislative  side  of  this  problem — in  other  words,  who  picks  up  the  costs  of  the  indus¬ 
try  implementation  of  these  new  requirements? 

Answer.  The  Administration  has  concluded  that  the  Federal  Government  should 
compensate  common  carriers  for  all  reasonable  costs  directly  associated  with  the 
modifications  required  to  be  performed  by  the  common  carriers  in  order  to  facilitate 
compliance  with  the  Government’s  requirements.  Section  3(h)  of  the  Administra¬ 
tion's  proposed  “Digital  Telephony  and  Communications  Privacy  Improvements  Act 
of  1994”  provides  the  Attorney  General,  subject  to  appropriations,  wifii  the  authority 
to  compensate  common  carriers  the  aforementioned  reasonable  costs.  Further,  this 
subsection  also  creates  a  mechanism  for  resolving  disputes  between  the  Attorney 
General  and  common  carriers  over  reimbursements  by  making  them  subject  to  a  de¬ 
termination  of  the  Federal  Communication  Commission. 

Section  3(j)  of  the  Administration’s  proposal  provides  for  an  authorization  of  ap¬ 
propriations  of  $500  million  for  the  reimbursement  of  common  carriers.  If  enacted, 
these  funds  could  be  appropriated  from  the  Violent  Crime  Reduction  Trust  Fund 
created  by  the  Violent  Crime  Control  and  Law  Enforcement  Act  of  1993,  currently 
pending  before  the  Congress.  If  the  Congress  were  not  to  use  this  Trust  Fund,  it 
would  be  necessary  to  appropriate  the  funds  from  the  General  Fund  of  the  Treasui^. 

Question.  What  process  have  you  made  in  having  the  legislative  authorization  in¬ 
cluded  in  the  Crime  Bill? 

Answer.  On  March  25,  1994,  the  Administration  forwarded  to  the  leadership  of 
both  Houses  of  the  Congress  the  “Dimtal  Telephony  and  Communications  Privacy 
Improvements  Act  of  1994.”  To  date,  the  proposal  has  not  been  introduced  in  either 
House.  However,  Director  Freeh  has  met  with  Judiciaiy  Committee  leadership  and 
Committee  members  from  both  Houses  and  discussed  with  them  the  importance  of 
this  issue  and  the  urgent  need  to  enact  the  Administration’s  proposal  in  an  effort 
to  minimize  the  current  and  ever  increasing  threat  to  the  public  safety  of  our  Na¬ 
tion’s  law  abiding  citizens  and  our  national  security.  Discussions  with  Judiciary 
Committee  leadership,  to  include  Senators  Biden  and  Leahy  and  Congressmen 
Brooks  and  Edwards,  regardine  enactment  of  this  proposal  are  ongoing. 

Question.  Could  you  please  oriefly  summarize  for  those  who  are  still  concerned 
over  the  privacy  issues  of  wiretaps  in  general,  why  this  legislation  is  so  important 
and  what  safeguards  have  been  included  in  it? 

Answer.  Court-authorized  electronic  surveillance  is  a  critical  investigative  tool 
used  by  law  enforcement  to  effectively  enforce  the  law,  ensure  the  public  safety,  and 
protect  the  national  security  against  violent  criminals,  terrorists,  and  spies.  The 
maintenance  of  this  capability  in  the  face  of  technological  change  is  imperative. 

Although  this  techmque  has  been  incredibly  effective  over  the  years,  producing 
evidence  leading  to  the  conviction  of  over  22,000  dangerous  felons,  it  nevertheless 
is  used  sparingly  and  judiciously.  As  you  know,  the  law  permits  use  of  electronic 
surveillance  omy  for  serious  felony  offenses  and  only  when  other  investigative  tech- 
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niaues  will  not  work  or  are  too  dangerous.  Also,  there  is  rigorous  and  on-going  over- 
si^t  by  the  courts  that  approve  its  use. 

The  proposed  legislation  relates  solely  to  removing,  over  a  reasonable  period  of 
time,  various  technical  impediments  to  electronic  surveillance  brought  about  by  the 
deployment  of  advanced  technology.  It  does  not  alter  the  requisite  legal  authorities 
or  privacy  protections  afforded  under  current  law.  The  legislation  specifically  makes 
clear  that  the  privacy  protections  established  in  the  electronic  surveillance  and  pen 
register/trap  and  trace  laws  (e.g.,  in  the  Title  III,  Foreign  Intelligence  Surveillance 
Act,  and  Electronic  Communications  Privacy  Act)  are  in  no  way  affected  or  dimin¬ 
ished. 

The  purpose  of  the  proposed  legislation  is  simply  to  prevent  advanced  tele¬ 
communications  technology  from  repealing  de  facto  the  statutory  authority  already 
conferred  by  the  Congress  in  the  above-mentioned  legislation.  The  intent  of  the  leg¬ 
islation  is  to  maintain  technological  capabilities  commensurate  with  current  statu¬ 
tory  authority.  Its  purpose  is  to  clarify  and  more  fully  define  the  nature  and  extent 
of  the  telecommunication  service  providers’  “assistance  requirement”  that  Confess 
first  enacted  nearly  25  years  ago,  in  1970.  That  requirement  (that  service  providers 
“shall  fiirnish  (law  enforcement]  forthwith  all  the  information,  facilities,  and  tech¬ 
nical  assistance  necessary  to  accomplish  the  interception  *  *  *”)  evidenced  the  Con¬ 
gress’  clear  intent  that  lawful  electronic  surveillance  court  orders  should  not  be  frus¬ 
trated  due  to  service  providers’  failure  to  provide  needed  technological  assistance. 
The  Administration  supports  this  basic  premise  enunciated  by  Congress  many  years 
ago  and,  through  this  legislation  is  seeking  to  make  sure  that  this  assistance  is  in 
fact  forthcoming  pursuant  to  court  order  in  today’s  world  of  advanced  telecommuni¬ 
cations  technolo^. 

Since  advanced  communications  interceptions  and  dialing  information  acquisitions 
increasingly  will  be  facilitated  from  within  common  carrier  premises,  the  legislation 
contains  a  provision,  entitled  “Systems  Security,”  which  is  intended  to  maintain  the 
highest  levels  of  telecommunications  privacy  and  systems  security.  This  provision 
requires  law  enforcement  to  notify  common  carriers  of  any  interceptions  that  are  to 
be  effected  within  common  carrier  premises.  Further,  common  carriers  will  des¬ 
ignate  individuals  who  exclusively  will  have  the  ability  to  activate  all  such  intercep¬ 
tions  for  law  enforcement.  Law  enforcement  is  not  seeking  any  authority  or  ability 
to  remotely  activate  interceptions  within  the  premises  of  common  carriers  in  a  fash¬ 
ion  that  bypasses  personnel  designated  by  the  common  carrier.  All  executions  of 
court  orders  or  authorizations  which  require  access  to  the  switching  facilities  or 
other  carrier  premises  will  be  made  through  the  individuals  designated  by  the  com¬ 
mon  carrier. 

Also  included  in  the  legislation  are  new  amendments  to  the  Federal  criminal  elec¬ 
tronic  surveillance  laws  (Title  III)  which  expand  and  improve  communications  pri¬ 
vacy  protection:  full  privacy  protection  for  handheld  “cordless”  telephones  on  a  par 
with  wireline  and  cellular  telephones,  clarification  of  privacy  protection  for  elec¬ 
tronic  communications  transmitted  by  radio,  and  privacy  protection  for  communica¬ 
tions  transmitted  using  security-enhancing  modulation  tecnniques. 

SUPPORT  STAFF  REDUCTIONS 

Question.  Your  budget  proposes  a  net  reduction  of  842  support  staff  in  1995 — a 
reduction  of  almost  6  percent  from  your  1994  appropriated  level.  I  share  your  con¬ 
cern  over  the  impact  of  this  action  and  I  am  wondering  iust  how  this  came  about. 
Are  all  of  these  reductions  the  result  of  the  President’s  decision  to  shrink  the  Fed¬ 
eral  Workforce  or  are  other  factors  involved — like  absorption  of  the  locality  pay 
raise? 

Answer.  The  proposed  support  workyear  reductions  are  due  to  several  factors,  in¬ 
cluding:  the  Administration’s  initiative  to  reduce  the  size  of  the  Federal  workforce 
(”  185);  absolution  of  the  1994  localify  pay  raise  (  -  228);  the  absorption  of  the  1995 
locality  raise  (  -  74);  and  the  effects  of  a  continuing  personnel  compensation  shortfall 
(-355). 

Question.  How  many  of  the  support  staff  will  come  from  your  field  operations  and 
how  many  will  come  from  Headquarters? 

Answer.  The  proposed  842  support  workyear  reduction  consists  of  501  Head¬ 
quarters  and  341  field  personnel. 

Question.  If  you  move  600  agents  into  field  investigative  positions,  won’t  you  have 
an  even  greater  need  for  support  personnel? 

Answer.  Yes.  To  make  the  most  effective  use  of  our  agent  workforce,  the  FBI  re¬ 
quires  adequate  support  personnel.  While  the  FBI  is  proposing  the  transfer  of  300 
agents  from  FBI  Headquarters  to  field  offices,  there  will  be  no  concomitant  transfer 
of  additional  support  staffing.  The  absence  of  an  adequate  support  personnel  staff 
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requires  agents  to  assume  routine  investigative  activities  such  as  performing  crimi¬ 
nal  arrest  record  and  credit  checks,  taking  complaints  from  the  public,  monitoring 
court-approved  electronic  surveillance,  and  conducting  surveillance  of  fixed  locations 
and  suspects.  Overall,  it  is  more  cost  effective  for  specially  trained  support  person¬ 
nel  to  perform  tliese  activities. 

Question.  Are  you  pursuing  any  innovative  ways  to  make  up  for  the  loss  of  sup- 
pori  personnel — perhaps  the  use  of  automation  and  computer-assisted  typing  pools? 
I  think  your  Columbia,  S.C.  office  is  participating  in  such  a  pilot  project? 

Answer.  Yes.  Innovative  methods  to  provide  word  processing,  me  maintenance, 
and  other  services  more  efficiently  ana  effectively  are  being  studied  and  imple¬ 
mented  at  the  FBI.  For  instance,  regional  computer  support  centers  have  been  in 
operation  for  over  ten  years  at  Ft.  Monmouth,  New  Jersey,  and  Pocatello,  Idaho,  to 
provide  a  variety  of  word  processing  and  related  services  to  field  offices.  Similar 
services  are  provided  by  two  information  technology  centers  (ITC)  located  in  Butte, 
Montana,  and  Savannah,  Georgia.  As  you  note,  further  inmrovements  in  word  proc¬ 
essing  operations  are  being  tested  by  our  Columbia  Held  Office.  The  Columbia  pilot 
project  allows  dictation  to  be  electronically  transmitted  via  an  800  number  to  the 
Savannah  ITC.  The  Savannah  ITC  dictation  center  is  ^erational  24  hours  a  day, 
seven  days  a  week;  the  central  processing  unit  contains  five  incoming  dictation  lines 
with  the  capability  of  switching  overload  dictation  to  a  remote  location  at  the  Butte 
ITC. 

CHILD  PROTECTION  ACT  OF  1993 

Question.  Late  last  session.  Congress  passed  and  the  President  signed  into  law 
the  Child  Protection  Act  of  1993,  legislation  designed  to  ensure,  through  finge^rint 
checks,  that  both  volunteers  and  workers  who  interact  with  children  have  no  history 
of  child  abuse. 

While  I  fiilly  support  the  intent  of  this  legislation,  I  have  heard  from  a  number 
of  volunteer  organizations  who  are  concerned  over  the  impact  this  le^slation  will 
have  on  their  ability  to  continue  to  enlist  volunteers  to  carry  out  their  programs. 
Their  concern  is  not  over  a  volunteer’s  reluctance  to  submit  to  a  fingerprint  check 
but  more  to  the  costs  incurred  by  volunteers  and  the  lag  time  in  performing  these 
checks. 

Was  the  FBI’s  Criminal  Justice  Information  Services  Division  consulted  on  the 
States’  ability  to  car^  out  this  mandate  in  a  timely  manner  prior  to  its  enactment? 
What  about  on  the  FBI’s  ability  to  fulfill  possibly  5  million  additional  fingerprint 
checks? 

Answer.  The  FBI  has  no  record  of  being  consulted  directly  about  the  States’  abil¬ 
ity  to  process  fingerprint  checks  in  a  timely  manner.  While  FBI  policy  requires  these 
fingerprints  to  be  submitted  through  a  State  Identification  Bureau,  there  is  no  re¬ 
quirement  that  the  State  fully  process  the  prints.  That  is,  the  State  may  simply  re¬ 
ceive  the  prints,  verify  they  were  submitted  from  an  authorized  agency,  and  forward 
them  to  the  FBI. 

The  FBI’s  ability  to  process  these  fingerprints  is  viewed  as  being  a  gradual  in¬ 
crease.  Prior  to  the  Act,  35  States  had  requirements  authorizing  at  least  some  type 
of  child  care  provider  checks.  This  number  is  expected  to  increase  ^adually,  and 
with  the  user  fees  that  the  FBI  receives  for  processing  the  prints,  additional  reim¬ 
bursable  workyears  would  be  required  to  caip^  out  this  new  responsibility. 

Question.  The  Brady  Act  includes  a  two-tier  approach  to  conducting  background 
checks  on  would-be  gun  purchasers — utilizing  tne  Interstate  Identification  Index 
(III)  until  the  FBI’s  instant  fingerorint  check  technology  is  in  place.  As  a  father  of 
four  young  boys,  a  former  Eagle  Scout,  and  Director  of  the  FBI,  do  you  think  the 
Chilcf  Protection  Act  of  1993  would  be  more  manageable  if  it  were  amended  to  incor¬ 
porate  an  interim  and  permanent  check  provision  as  exists  in  the  Brady  Act? 

Answer.  For  clarification,  the  Brady  Act  does  not  call  for  the  utilization  of  III 
under  its  interim  provisions.  The  Attorney  General  has  desimated  the  National 
Crime  Information  Center  (NCIC)  wanted  persons  inquiries  and  a  III  check  as  a  re¬ 
quirement  of  the  chief  law  enforcement  officer  in  those  States  that  are  affected. 
These  checks  are  considered  to  be  criminal  justice  in  nature  because  they  are  a  law 
enforcement  agency  responsibility. 

In  regard  to  revising  the  Child  Protection  Act  to  handle  checks  in  a  similar  way, 
there  are  a  number  of  considerations.  First,  it  should  be  noted  that  the  III  is  a  de¬ 
centralized  system  that  makes  use  of  State-provided  criminal  history  records.  Back¬ 
ground  checks  involving  volunteer  youth  organizations  are  considered  licensing  and 
employment  checks  in  nature;  therefore,  the  use  of  the  III  is  prohibited.  This  restric¬ 
tion  is  based  on  statutes  in  some  States  that  prohibit  the  use  of  State  records  for 
licensing  and  employment  purposes  unless  a  fingerprint-based  check  is  conducted. 
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The  use  of  III  for  pulses  of  the  Brady  Act  is  coordinated  by  law  enforcement  agen¬ 
cies  who  make  the  inquiries  and  use  their  professional  judgement  in  interpreting 
the  record  responses.  Un  the  other  hand,  the  Child  Protection  Act  provides  for  the 
use  of  records  by  an  “authorized  agency”  within  the  State  that  may  not  be  experi¬ 
enced  in  criminal  justice  identification  procedures.  Without  fingerprints  to  positively 
identify  the  individuals  involved,  records  would  be  subject  to  misidentifications  and 
misinterpretation.  Also,  without  fingerprints,  there  are  about  11  million  non-auto- 
mated  records  in  FBI  files  that  cannot  be  checked  and  there  are  a  small  percentage 
(but  still  a  large  number)  of  records  that  will  be  missed  because  the  record  is  under 
a  name  different  than  that  being  used  by  the  person. 

Question.  Do  you  think  such  a  change  would  weaken  the  intent  of  this  legislation? 

Answer.  If  the  intent  is  to  positively  identify  those  persons  who  should  not  work 
with  juveniles,  then  such  a  change  would  weaken  the  intent  of  this  legislation. 

Question.  A^at  is  the  status  of  the  Department  of  Justice’s  regulations  for  the 
Child  Protection  Act  of  1993? 

Answer.  The  FBI  is  still  working  to  develop  the  reporting  requirements  to  imple¬ 
ment  the  Act,  and  no  regulations  have  been  issued. 

Question.  Has  the  FBI  given  the  States  any  interim  guidance  in  terms  of  the 
State  statute  or  regulations  that  they  will  have  to  implement  to  comply  with  the 
Act? 

Answer.  In  order  to  comply  with  the  Act,  States  must  pass  a  statute  requiring 
national  record  checks  for  these  purposes  according  to  Public  Law  92-544,  Prior  to 
the  Act,  35  States  had  laws  passed  and  approved  according  to  Public  I^aw  92-544. 
The  FBI  works  with  the  States  on  an  ongoing  basis  to  secure  the  enactment  of  nec¬ 
essary  legislation  at  the  State-level. 

Question.  What  is  the  FBI  doing  to  ensure  uniformity  in  implementing  the  new 
law? 

Answer.  The  FBI  is  in  the  process  of  writing  regulations  to  insure  uniformity  in 
implementing  the  new  law. 


BRADY  ACT 

Question.  The  President’s  budget  request  includes  $100  million  for  grants  to 
States  to  upgrade  their  criminal  history  records  so  there  would  be  up-to-date  infor¬ 
mation  for  the  National  Background  Check  System  for  firearm  purchases.  Last  year, 
this  Subcommittee  made  up  to  $10  million  available  to  the  F^I  for  start-up  costs 
associated  with  the  National  Background  Check  System.  Can  you  mve  us  a  status 
report  on  your  progress  in  implementing  the  National  Background  Check  System 
and  how  the  $10  million  is  being  used?  What  is  your  timetable  for  complying  with 
the  Brady  Act? 

Answer,  President  Clinton  signed  the  Brady  Act  on  November  30,  1993.  Impacts 
of  the  Act  were  presented  at  the  NCIC  Advisory  Policy  Board  (APB)  in  Dallas, 
Texas,  in  December,  1993.  The  FBI  forwarded  copies  of  the  Act  to  the  NCIC  Control 
Terminal  Agency  (CTA)  in  each  State  (e.g..  State  police  agencies)  soon  after  the  Act 
was  signed.  In  Januaiy  and  February,  1994,  the  FBI  held  planning  conferences  for 
State  and  local  law  enforcement  officials  in  Washin^on,  D.C.,  jointly  with  the  Bu¬ 
reau  of  Alcohol,  Tobacco,  and  Firearms.  Issues  relating  to  the  National  Instant 
Criminal  Background  Check  System  (NICBCS)  were  also  presented  to  and  discussed 
at  each  of  the  four  NCIC  Regional  Working  (Iroups  (RWG)  in  March,  1994.  A  task 
group  of  law  enforcement  officials  recently  met  with  the  FBI  to  help  design  how  the 
permanent  instant  check  system  will  work.  The  process  of  determining  the  type  of 
computer  hardware  and  software  is  ongoing  at  the  piesent  time,  including  telephone 
and  other  types  of  electronic  devices  to  be  used  by  licensees  to  contact  the  system. 

One  of  the  major  issues  regarding  access  to  the  National  Instant  Criminal  Back¬ 
ground  Check  System,  is  that  it  is  highly  desirable  for  contact  to  be  made  through 
a  State  system,  to  ensure  all  available  State  and  Federal  disqualifying  information 
is  provided  for  background  checks  on  prospective  firearms  purchasers.  Plans  are  to 
have  recommendations  presented  to  the  NCIC  APB  in  May,  1994,  for  review.  There¬ 
after,  recommendations  will  be  made  to  the  Attorney  General  before  June  1,  1994, 
as  to  how  the  permanent  system  should  work. 

The  following  is  the  timetable  required  in  the  statute  for  DOJ  compliance  with 
the  Brady  Act: 

— By  February  28,  1994. — Desimate  a  National  system  for  law  enforcement  to 
check  the  backgrounds  of  handgun  purchasers.  (This  r^uirement  was  satisfied), 

—By  June  1,  1994. — Notify  States  how  the  permanent  instant  check  system  will 
operate,  how  States  will  interface,  whether  by  telephone  and  other  electronic  de¬ 
vices. 
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— By  June  1,  1994. — Investigate  each  State’s  criminal  record  system,  establish  a 
timetable  for  States  to  provide  records  on-line  to  the  national  system,  and  notify 
each  State  of  the  established  timetable. 

— By  December  i,  1998. — Establish  a  NICBCS  for  licensees  to  contact  by  tele- 
pnone  or  electronic  means,  notify  licensees  and  law  enforcement  how  to  use  the 
instant  check  system,  and  supply  information  on  prohibited  persons  imme¬ 
diately. 

With  regard  to  funding,  of  the  $10,000,000  currently  available  to  the  FBI,  ap¬ 
proximately  $7,500,000  is  being  utilized  to  acquire  additional  computer  capacity  to 
support  the  interim  requirements  mandated  by  the  Brady  Act.  In  addition,  $400,000 
has  also  been  provided  to  the  Office  of  Justice  Programs  to  conduct  the  State  sur¬ 
veys  mandated  by  the  statute.  The  remaining  funding  is  being  expended  to  support 
initial  software  development  activities  associated  with  the  interim  requirements  and 
to  obtain  contractor  support  to  assist  in  developing  the  NICBCS. 

Question.  How  many  non-automated  criminm  history  records  still  need  to  be  proc¬ 
essed?  How  soon  will  this  be  completed? 

Answer.  There  are  7.8  million  criminal  history  records  still  maintained  on  paper. 
At  the  outset,  the  FBI  recognized  that  the  conversion  of  approximately  8.8  i^iion 
manual  criminal  history  records  to  an  automated  format  would  require  significant 
personnel  resources.  Therefore,  the  FBI  has  streamlined  its  processing  methods  to 
expedite  the  process.  Since  these  records  are  of  individuals  bom  l^tween  1929  and 
1955,  some  of  the  files  are  inactive.  It  was  decided  to  convert  each  record  as  it  be¬ 
came  activated  by  some  type  of  inc^uiry,  such  as  the  receipt  of  incoming  fingerprint 
cards,  correspondence,  or  an  inquiry  through  the  HI.  By  using  this  criteria,  the 
manual  records  are  being  converted  to  an  automated  format  in  the  course  of  proc¬ 
essing  the  inquiry  that  activated  the  manual  file,  thus  allowing  an  automated  re¬ 
sponse  to  the  inquiry  that  originally  involved  a  manual  record,  fil  manual  criminal 
history  records  activated  since  1992  will  be  automated  and  available  to  support  the 
Brady  Act’s  NICBCS,  which  is  mandated  to  be  developed  and  implementea  within 
five  years.  The  remaining  manual  criminal  history  records  will  be  converted  as  they 
become  active  or  as  personnel  levels  allow. 

Question.  Will  the  FBI  receive  any  of  the  $100  million  that  is  proposed  in  the 
President’s  fiscal  year  1995  budget  as  part  of  the  Crime  Control  Puna?  Will  there 
be  any  funding  requirements  for  the  FBI  beyond  fiscal  year  1995? 

Answer.  The  Aoministration  hopes  to  allocate  to  the  FBI  $6  million  of  the  $100 
million  for  second-year  implementation  costs  of  the  Brady  Act. 

Funding  provided  in  1994  and  1995  is  primarily  to  support  the  interim  require¬ 
ments  mandated  by  the  Brady  Act;  however,  a  portion  ot  this  funding  is  planned 
to  be  used  to  support  initial  developmental  requirements  associated  with  the  Na¬ 
tional  Instant  Criminal  Background  Check  System. 

The  process  of  determining  the  type  of  computer  hardware  and  software  is  ongo¬ 
ing  at  the  present  time,  including  telephone  or  other  types  of  electronic  devices  to 
be  used  by  licensees  to  contact  the  system.  One  of  the  msgor  issues  regarding  access 
to  the  National  Instant  Criminal  Background  Check  System,  is  that  it  is  highly  de¬ 
sirable  for  contact  to  be  made  through  a  State  system,  to  ensure  all  available  State 
and  Federal  disqualifying  information  is  provided  for  background  checks  on  prospec¬ 
tive  firearms  purchasers  The  FBI  expects  the  Attorney  General  will  make  an  an¬ 
nouncement,  as  required  by  the  Brady  Act  on  June  1,  1994,  regarding  this  issue. 
A  yet-to-be  determined  amount  of  funding  may  be  required  in  the  outyears  to  sup¬ 
port  implementation  of  the  National  Instant  Criminsd  Background  Check  System. 

FISCAL  YEAR  1994  SUPPLEMENTAL  FOR  FINGERPRINT  IDENTIFICAllON 

Question.  A  recent  House  Surveys  and  Investigations  Staff  report  cited  the  inabil¬ 
ity  to  hire  people  up  in  West  Virginia  as  a  serious  problem  to  your  fingerprint  auto¬ 
mation  ana  relocation  plans.  Congress  acted  upon  that  report  by  providing  $20  mil¬ 
lion  in  the  1994  emergency  supplemental  to  permit  you  to  hire  500  employees  in 
West  Virginia.  We  dicm’t  do  this  as  "pork-barrel,”  as  some  have  called  it — we  re¬ 
sponded  to  the  findings  of  a  Congressional  study  and  1  think  we  acted  responsibly 
in  doing  our  part  to  ensure  you  have  the  resources  to  complete  this  important 
prmect.  Can  you  tell  the  Subcommittee  the  status  of  hiring  the  additional  employees 
in  West  Virginia?  When  do  you  expect  they  will  all  be  on-board? 

Answer.  Current  timeframes  associated  with  conducting  background  investiga¬ 
tions  and  providing  appropriate  training  to  new  employees  will  permit  the  FBI  to 
process  and  hire  between  35  to  50  general  support  employees  each  month.  There 
18  a  large  pool  of  approximately  4,000  general  support  applicants  who  are  in  various 
stages  of  processing  and  who  have  inmcated  an  interest  in  working  for  the  FBI  In 
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West  Virmnia.  As  of  4/26/94,  47  new  general  support  employees  have  reported  for 
duty  in  West  Virginia  as  part  of  the  50(5  new  positions. 

Of  the  600  positions,  400  will  be  hired  into  general  support  positions  with  term 
appointments  not  to  exceed  three  years.  These  term  employees  may  be  converted  to 
permanent  positions  as  current  CMIS  Division  employees  at  FBI  Headquarters,  who 
chose  not  to  relocate,  either  leave  the  FBI  or  are  placed  in  positions  in  other  Head¬ 
quarters  ^visions  and  ofOces.  One  hundred  of  the  500  positions  will  be  for  perma¬ 
nent  sp^ialty  hires  such  as  computer  specialists,  engineers,  and  technicians. 

If  hiring  projections  of  35  to  50  general  support  per  month  hold  true,  the  FBI  an¬ 
ticipates  that  the  general  support  applicants  will  be  hired  in  West  Virginia  by  Feb¬ 
ruary  1995.  Specimty  hires  may  require  more  time  to  hire  because  of  the  work  in¬ 
volved  in  recruiting^  and  identimng  individuals  with  specific  expertise  and  also  be¬ 
cause  of  the  potentially  longer  fen^h  of  time  required  to  conduct  a  background  in¬ 
vestigation.  Projections  are  that  all  500  positions  should  be  filled  by  the  end  of  cal¬ 
endar  year  1995. 

Question.  What  do  you  anticipate  they  will  be  doing — Brady  Act  screening  or 
other  fingeimrint  v/orkr 

Answer.  To  ensure  an  up-to-date  data  base  to  sunport  the  requirements  of  the 
Brady  Act,  all  incoming  fingerprint  cards/corresponaence  must  be  processed  in  a 
timely  manner.  Therefore,  the  majority  of  the  new  hires  will  be  assigned  to  elimi¬ 
nate  the  existing  fingerprint  card  backlog  of  over  260,000  fingerprint  cards  and  to 
maintain  the  incoming  work  in  a  current  status  after  the  backlog  has  been  reduced. 
Other  employees  will  be  assigned  to  key  areas  to  support  the  transition  of  the 
Criminal  Justice  Information  Services  (CJIS)  Division  to  West  Virginia. 

Question.  How  long  will  the  $20  million  last  in  paying  for  these  new  employees 
and  what  plans  does  the  FBI  have  to  support  these  employees  when  the  mnding 
runs  out? 

Answer.  The  $20  million  is  projected  to  last  through  the  end  of  the  first  quarter 
of  fiscal  year  1996.  As  previously  stated,  400  of  the  500  positions  are  term  appoint¬ 
ments  which  will  not  exceed  three  years.  The  plan  is  for  the  employees  in  these 
term  appointments  to  be  converted  to  permanent  positions  as  current  CJIS  Division 
employees  at  FBIHQ,  who  choose  not  to  relocate  to  West  Virginia,  either  leave  the 
FBI  or  are  placed  in  positions  in  other  Headquarters  divisions  and  offices.  However, 
when  the  $20  million  is  expended,  the  term  appointments  that  have  not  been  con¬ 
verted  to  permanent  positions  will  have  to  be  terminated. 

USE  OF  FISCAL  YEAR  1993  SUPPLEMENTAL  FUNDS 

Question.  The  FBI  was  provided  $32  million  in  an  fiscal  year  1993  supplemental 
appropriation  to  support  national  security-related  programs.  We  took  this  action  be¬ 
cause  the  funding  for  these  programs  became  hung-up  over  a  defense  authorization 
issue  and  this  Subcommittee  wanted  to  follow  through  on  its  commitment  to  fund 
these  important  national  security  activities.  For  the  record,  would  you  please  pro¬ 
vide  the  subcommittee  with  a  breakdown  of  how  this  funding  has  been  used  to 
date — ^by  project  or  item,  and  the  plans  for  using  the  remainder  of  the  funding,  also 
by  project  or  item? 

Answer.  The  following  table  provides  the  breakdown  of  the  $32  million  by  project 
or  item 


[In  thousands  of  dollars] 


Project/item 


funding 


Obligations/  Requisitions 
expenditures  awaiting  Remaining 

(Mar.  31.  award  of  balance 

1994)  contract 


Digital  telephony  development  . 

Surreptitious  entry . 

Nonaccess/limited  access  intelligence  collec¬ 
tion  . 

Personnel  compensation . 

HRT  ballistic  training  pod ' . 

Shoulder  weapons  (SWAT)  > . 

Protective  equipment  (SWAT)^  . 

Special  project . 

Rapid  start . 


10.000 

2,117 

7,883  ... 

5,500 

656 

3,674 

1,170 

5,486 

1,464 

1,136 

2,886 

3,300 

3,300  ... 

1,079  ... 

220 

859 

3,968 

12 

3,956  ... 

1,743 

215 

1,528  .. 

700 

700  ... 

224 

1 

223  ... 
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{In  thousands  of  dollars} 


ProjfCt/it«m 

Funding 

Obligations/ 
eipei^itufes 
(Mir.  31. 
1994) 

Requisitions 

iwiiting 
award  of 
COntTKt 

Remaining 

balance 

Total ... 

.  32,000 

8.465 

18,620 

4,915 

'  Durinf  the  1994  budget  process,  the  FBI  advised  (S  million  of  the  1993  supplemental  furKiing  would  be  used  to  off¬ 
set  part  ot  the  cost  of  the  $10  million  counterterrorism  initiative  recommended  by  the  Senate.  These  items  corresporvl  to 
that  agieement. 


CARJACKINOS 

Question.  I  understand  a  recent  FBI  report  estimated  there  were  19,000 
cax^ackings  in  1991  and  25,000  in  1992,  but  found  that  the  number  of  caijackin^ 
ap];>eared  to  decrease  for  the  first  quarter  of  1993.  Do  you  think  the  decrease  m 
carjackings  during  the  first  quarter  of  1993  represents  a  trend  indicating  that 
canackings  are  now  on  the  downturn? 

Answer.  The  FBI’s  first  analysis  of  the  carjacking  problem  in  1992  indicated  that 
there  were  approximately  19,000  carjackings  around  the  country  in  1991.  For  1992, 
a  similar  survey  indicate  that  there  were  29,639  carjackings.  In  the  first  quarter 
of  1993,  it  was  estimated  that  there  were  7,352  carjackings.  When  annualized,  the 
1993  figures  suggest  a  probable  total  of  29,408  carjackings  expected  for  1993.  This 
projection  does  not  represent  a  significant  departure  from  1992  levels.  All  of  the  sur¬ 
veys  conducted  were  accomplished  by  tasking  FBI  field  offices  with  contacting  local 
and  State  law  enforcement  agencies  within  tneir  territories.  Due  to  the  large  num¬ 
ber  of  agencies,  not  all  police  departments  could  be  contacted  and  the  surveys  rep¬ 
resent  a  best  estimate.  Additionally,  awareness  of  the  problem  increased  between 
1991  and  1992,  so  the  number  of  crimes  reported  as  carjackings  increased  accord-, 
ingly.  The  FBI  has  not  seen  a  downturn  in  the  number  of  carjackings. 

Question.  When  does  the  FBI  get  involved  in  a  carjackmg  investigation?  How 
many  (carjacking)  investigations  does  the  FBI  currently  have  open?  How  many  of 
these  cases  do  you  expect  to  make  their  way  to  Federal  court? 

Answer.  The  FBI  seeks  to  investigate  and  to  present  for  prosecution  those 
carjacking  cases  which  involve  career  criminals,  organized  gang  activity,  and  those 
cases  which  involve  particularljr  vicious  circumstances.  Despite  receiving  exclusive 
Federal  jurisdiction  for  the  caipacking  violations,  the  FBI  does  not  compete  with 
State  and  local  police  for  jurisdiction  over  cc^acking  violators.  Rather,  the  FBI  has 
sought  to  assist  police  departments  with  carjacking  investigations  when  Federal  in¬ 
vestigation  and  prosecution  would  serve  to  ensure  appropriate  sanctions  for  viola¬ 
tors.  FBI  involvement  in  carjacking  investigation  may  be  further  dictated  by  the 
prosecutorial  position  of  the  United  states  Attorney  for  a  particular  district. 

For  the  12-month  period  ending  September  30,  1993,  the  FBI  had  conducted  1,269 
investigations  relating  to  canackings.  In  the  first  quarter  of  1994,  the  FBI  had  784 
carjaclungs  under  investigation.  Since  the  FBI  undertakes  carjacking  investigations 
under  narrowly  defined  circumstances  and  with  prosecutorial  guidelines  in  mind,  it 
is  expected  that  virtually  all  of  the  carjacking  cases  which  the  FBI  investigates,  in 
which  an  arrest  is  affected,  will  be  prosecuted  in  Federal  court. 

TRANSFER  OF  EMPLOYEES  TO  WEST  VIRGINIA 

Question.  As  you  know,  the  FBI's  decision  to  relocate  the  fingerprint  operations 
to  West  Virginia  was  announced  several  years  ago.  Yet,  it  appears  that  very  few 
of  your  fingerprint  operations  employees  are  willing  to  relocate  there — ^in  a  recent 
survey,  I  TOlieve  less  than  200  Indicated  a  desire  to  move.  Can  you  tell  the  Sub¬ 
committee  what  steps  the  FBI  has  taken  to  encourage  employees  to  relocate  to  the 
Clarksburg  area?  Have  they  had  an  opportunity  to  visit  the  area? 

Answer,  Over  the  past  two  years,  the  FBI  has  sponsored  18  one-day  official  busi¬ 
ness  bus  trips  to  West  Virginia,  helping  approximately  800  Criminal  Justice  Infor¬ 
mation  Services  (CJIS)  Division  employees  to  get  a  first-hand  look  at  local  West  Vir- 
mnia  communities.  In  addition,  the  FBI  arranged  six  weekend  promotional  trips  to 
West  Virginia  for  approximately  250  employees  and  their  families  for  the  purpose 
of  getting  better  acquainted  with  the  area. 

The  FBI  has  sponsored  various  guest  speaker  programs  on  issues  dealing  with  re¬ 
location  assistance,  stress,  transition  and  change,  and  an  African-American  panel  of 
West  Virginia  residents  on  file  topic  of  West  Virginia  culture.  In  addition,  special 
workshops  to  assist  employees  considering  relocation  with  pre-qualifying  for  mort¬ 
gage  loan  assistance  ano  consumer  credit  counseling  have  been  sponsored. 
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In  1991,  the  FBI  held  a  West  Virginia  Day  celebration  and,  in  June  1993,  a  CJIS 
Division  EIXPO,  for  all  FBI  personnel  to  attend.  At  these  events,  employees  were 
able  to  learn  more  about  West  Virginia,  the  CJIS  Division,  and  career  opportunities. 

The  FBI,  in  concert  with  West  Virginia  communities,  developed  a  Host  Family 
Program,  which  supports  relocating  employees  and  their  families  through  the  tran¬ 
sition  and  settling  in  period. 

An  Employee  Information  Center  (EIC)  is  located  at  FBI  Headquarters,  which 
provides  information  on  a  broad  range  of  West  Virginia-related  issues,  such  as  edu¬ 
cational  systems,  health  programs  and  plans,  housing  data,  and  county  data.  The 
EIC  had  approximately  8,000  visitors  requesting  West  Virginia  information  or  relo¬ 
cation  and  career  guidance  assistance  in  1993.  Another  Center  has  been  located  at 
the  FBI’s  satellite  facility  in  Fairmont,  West  Virginia,  to  continue  to  assist  employ¬ 
ees  after  they  have  relocated  to  West  Virginia. 

An  area  of  concern  among  some  employees  considering  relocation  has  been  the 
housing  market  in  West  Virginia,  including  the  availability  of  rentals.  During  this 
past  year,  there  has  been  progress  in  this  area.  As  more  and  more  employees  arrive 
m  West  Virginia,  new  developments  are  being  planned  throughout  the  area.  In  fact, 
the  FBI  has  urged  West  Vir^nia  real  estate  developers  to  continue  to  develop  addi¬ 
tional  housing  and  rental  units. 

The  FBI  has  worked  with  the  West  Virginia  Housing  Development  Fund 
(WVHDF),  to  take  an  active  role  in  encouraging  builders/developers  to  build  new 
homes  and  developments.  The  WVHDF  is  providing  “seed”  mon^  to  cover  the  cost 
for  small  builders  to  put  up  model  homes.  The  WvTHDF  also  offers  mortgage  pro¬ 
grams  that  are  particularly  supportive  of  low  income  applicants  and  first-time  home 
buyers.  Through  the  suggestion  of  the  FBI,  the  WVHDF  also  established  a  12-coun- 
ty  Real  Estate  Task  Force  in  1991  to  address  housing  issues  and,  most  recently,  this 
group  has  been  instrumental  in  building  a  remonal  Multi-Listing  Service. 

In  1992,  the  FBI  sponsored  an  Economic  Impact  Stu^  involving  numerous  par¬ 
ticipants  including  the  FBI,  the  staff  of  the  Bureau  of  Business  I&search  at  West 
Vir^nia  University,  and  many  other  community  and  business  leaders.  This  study 
yielded  a  document  which  has  been  used  by  State  and  local  officials,  community 
leaders,  realtors,  developers,  builders,  and  others  who  have  an  interest  in  working 
with  the  FBI  to  make  the  relocation  of  the  CJIS  Division  a  success. 

Question.  What  do  you  think  are  the  obstacles  to  employees  moving  to  West  Vir¬ 
ginia?  What  else  does  the  FBI  plan  to  do  to  encourage  these  employees  to  relocate 
to  the  new  facility? 

Answer.  For  many  employees  the  decision  not  to  relocate  to  West  Virginia  is 
based  upon  personal  preference.  Many  employees  have  families  in  the  Metropolitan 
Washin^on  area  and  would  prefer  to  stay  in  the  area.  Additionally,  a  lack  of  ade¬ 
quate  and  available  housing  in  the  West  Virginia  area  is  also  a  concern  to  many 
enmloyees. 

To  induce  certain  employees  to  relocate  to  West  Virginia,  the  FBI  has  proposed 
incentive  legislation  offering  Criminal  Justice  Information  Services  Division  employ¬ 
ees  cash  incentives  to  relocate  to  West  Virginia.  This  legislation  is  now  under  review 
by  the  Office  of  Management  and  Budget. 

WEST  VIRGINIA  RELOCATION 

Question,  I  understand  that  you  recently  met  with  your  Criminal  Justice  Informa¬ 
tion  Services  Division  employees  to  address  their  concerns  over  the  relocation  to 
West  Virginia  and  whether  or  not  the  FBI  would  be  able  to  honor  the  enmloyment 
guarantees  for  persons  not  relocating  that  were  made  by  our  predecessor.  Could  you 
summarize  for  the  Subcommittee  the  reasons  why  the  FBI  has  been  forced  to  revise 
its  employment  guarantees  and  describe  the  new  commitment  that  you  b^ive  made? 

Answer.  In  May  1990,  former  Director  Sessions  made  a  commitment  co  all  Crimi¬ 
nal  Justice  Information  Services  (CJIS)  Division  employees  that,  if  they  did  not 
want  to  relocate  to  West  Virginia,  they  would  be  provided  other  jobs  within  the  FBI 
in  the  Washington,  D.C.,  Metropolitan  area.  However,  a  ombination  of  factors,  in¬ 
cluding  the  overall  downsizing  of  the  FBI  and  decreased  a:trition  rates,  has  limited 
the  FbTs  ability  to  place  employees  in  other  positions.  On  March  7,  1994,  the  CJIS 
Division  employees  were  advised  of  the  FBI’s  decision  to  relocate  all  CJIS  Division 
functions  to  the  new  facility  in  Clarksburg,  West  Virginia.  This  decision  included 
the  relocation  of  the  National  Crime  Information  Center  a  id  the  Uniform  Crime  Re¬ 
porting  functions.  A  letter  to  all  CJIS  Division  employees,  daW  April  7,  1994, 
reaffirmed  what  was  stated  on  March  7th. 

The  relocation  effort  is  function  driven  and  consists  of  a  progressive,  orderly  tran¬ 
sition  of  work  operations,  that  is  scheduled  to  continue  into  nscal  year  1999.  CJIS 
Division  managers  have  been  provided  a  copy  of  the  functional  transition  time  line. 
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and  employees  were  advised  in  the  April  7,  1994,  letter  that  they  should  contract 
their  supervisor  to  determine  when  their  function  Is  most  likely  to  be  moved  to  West 
Virginia. 

Employees  have  been  advised  that  there  will  be  no  involuntary  separations  prior 
to  September  30,  1996,  based  on  the  relocation  of  CJIS  functions  to  West  Virginia. 
As  functions  transition  to  West  Virginia  before  September  30,  1996,  employees  who 
decide  not  to  relocate  will  be  placed  elsewhere  in  tne  CJIS  Division  in  some  capacity 
until  that  date,  after  which  they  will  be  involuntarily  separated  unless  selected  for 
a  job  in  another  FBI  division  or  office.  Employees  have  been  advised  that,  up  until 
6u  days  before  the  September  30,  1996,  date,  they  can  change  their  mind  and  relo¬ 
cate  to  West  Virginia  rather  than  face  jwtential  involuntary  separation.  However, 
making  a  decision  to  relocate  when  their  job  and  work  responsibilities  are  scheduled 
to  go  will  be  the  only  way  in  which  employees  will  be  ^aranteed  to  retain  their 
current  pade  and  position  or  to  receive  any  potential  relocation  incentive.  If  an  em¬ 
ployee  chooses  not  to  relocate  when  his/her  function  moves  and  then  changes  that 
decision  at  the  last  minute,  the  FBI  may  not  be  able  to  guarantee  the  employee  his/ 
her  former  position  when  he/she  finally  relocates  to  the  new  facility  in  West  Vir¬ 
ginia.  For  functions  that  are  relocating  after  the  September  30,  1996  date,  employ¬ 
ees  have  been  advised  that  they  will  receive  a  notification  letter  seven  months  prior 
to  the  date  that  their  function  is  scheduled  for  transition.  At  that  time,  employees 
will  have  to  r  ike  a  relocation  decision.  However,  in  this  'e,  up  until  90  days  be¬ 
fore  the  date  their  function  is  schedule  to  relocate,  employees  can  change  their  mind 
and  relocate  to  West  Virginia  rather  than  leave  the  FBI. 

Employees  have  been  advised  that  if  they  decide  not  to  relocate,  they  should  focus 
on  competing  for  advertised  job  opportunities  in  other  FBI  divisions  and  offices 
within  the  Washington  Metropolitan  area.  Non-relocating  CJIS  Division  employees 
are  being  provided  preferential  considt^ation  for  selections  from  candidate  lists  for 
FBI  job  advertisements. 

Finally,  the  FBI  has  proposed  legislation  allowii^  relocation  bonuses,  voluntary 
separation  incentive  paj^ents,  and  appointment  of  CJIS  Division  employees  to  com¬ 
petitive  status  for  positions  in  other  Government  agencies.  Without  such  legislative 
relief,  the  FBI  may  be  forced  to  institute  a  reduction  in  force  procedure,  resulting 
in  a  still-to-be-detennined  number  of  employees  being  involuntarily  separated  begin¬ 
ning  in  the  three-year  period  from  1996  to  1998,  if  they  decide  not  to  transfer  to 
the  new  Clarksburg,  WV  facility. 

Question.  For  the  record,  would  you  please  submit  a  copy  of  the  transition  time¬ 
table  for  relocating  functions  to  West  Virania,  including  a  listing  of  the  number  of 
employees  associated  with  the  particular  uinctions? 

Answer.  We  are  currently  working  on  the  transition  timetable  for  relocating  func¬ 
tions  to  West  Virginia,  and  will  submit  a  copy  when  the  timetable  is  complete. 

NCIC  2000 

Question.  Director  Freeh,  this  subcommittee  has  provided  the  FBI  with  a  total  of 
$73  million  between  1991  and  1994  to  develop  and  implement  the  NCIC  2000  sys¬ 
tem.  We  strongly  support  this  system  and  believe  it  will  greatly  improve  State  and 
local  law  enforcement  c^abilities  and  help  ensure  that  fewer  fugitives  and  violent 
criminals  avoid  arrest.  CJould  you  please  tell  us  what  the  current  status  of  NCIC 
2000  is  and  when  the  system  will  become  operational?  When  do  you  expect  all  of 
the  States  to  have  converted  to  the  new  system?  Do  you  foresee  any  problems  or 
obstacles  that  may  delay  or  prevent  states  from  getting  on  the  new  system. 

Answer.  The  Initial  Operating  Capability  date  for  NCIC  2000  was  scheduled  for 
March  1995.  However,  oiscussions  with  the  prime  contractor,  along  with  an  inde¬ 
pendent  assessment  of  the  progress  on  the  NCIC  2000  contract,  indicate  that  the 
project  is  beginning  to  experience  some  schedule  erosion.  Sever^  reviews  are  cur¬ 
rently  being  conducted  to  assess  the  anticipated  NCIC  2000  schedule  impact. 

The  current  schedule  projects  the  States  converting  to  NCIC  2000  by  March  1998, 
or  three  years  after  IOC. 

Depending  upon  the  State,  there  could  be  a  number  of  obstacles  that  must  be 
overcome  in  order  for  all  States  to  fiilly  participate  in  NCIC  2000.  The  biggest  tech¬ 
nological  change  is  that  NCIC  is  a  text-oniv  system  but  NCIC  2000  includes  image 
transactions.  Most  States  will  have  to  pertorm  a  ni^'or  up^ade  of  their  intrastate 
teleconununications  systems  in  order  to  handle  ima^e  tramc.  Transmissions  of  im¬ 
ages,  including  fingerprints  and  photographs  of  fumtives  to  allow  identification  of 
fugitives  at  the  patrol  car,  is  a  key  element  in  the  NCIC  2000  upgrade.  Each  Con¬ 
trol  Terminal  Agency  (CTA)  must,  by  March  1998,  have  the  capability  to  handle 
those  image  transactions  if  the  agencies  within  the  State  want  to  participate  in  the 
image  transactions. 
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Switching  to  Image  transmission  communication  technology  could  be  veiy  expen¬ 
sive  in  some  States  and  the  funding  for  that  upgrade  must  be  provided  by  the  State. 
Even  though  the  NCIC  2000  contract  awarded  to  the  Harris  Corporation  does  allow 
the  State  and  local  law  enforcement  agencies  to  purchase  equipment  and  software 
off  of  the  FBI’s  contract,  the  States  will  still  have  to  provide  tneir  own  funding  to 
make  those  purchases.  Another  major  obstacle  to  overcome  is  that  involving  the  re¬ 
quirement  to  integrate  NCIC  2000  capability  with  other  intrastate  law  enforcement 
systems,  which  provide  additional  information  to  law  enforcement  officers  within 
each  State.  Depending  upon  the  complexity  of  the  current  State  telecommunications 
network  and  the  flexibility  of  the  other  State  systems,  that  could  present  a  substan¬ 
tial  obstacle  in  some  States. 

Question.  For  the  record,  would  you  please  provide  a  breakdown  of  the  NCIC  2000 
project,  by  fiscal  year,  showing  how  the  funding  has  been  used  since  1991  and  how 
the  balance  of  the  $73  million  will  be  ^ent  in  the  future? 

Answer.  In  support  of  NCIC  2000,  Confess  authorized  the  FBI  $73,000,000  dur¬ 
ing  a  four  year  period,  beginning  in  1991.  Funding  has  been  appropriated  as  follows: 


1991  .  $17,000,000 

1992  .  22,000.000 

1993  .  21,000,000 

1994  .  13,000,000 


Total  .  73,000,000 

To  date,  the  FBI  has  obligated  funding  totaling  $63,391,793  of  the  $73,000,000. 
Of  the  $63,391,793  obligated,  $45,799,564  represents  the  NCIC  2000  contract  award 
to  the  Harris  Corporation.  The  remaining  funding  has  been  obligated  to  fund  re¬ 
quired  pre-  and  post-award  support  services,  engineering  change  proposals,  and  FBI 
Headquarters  Computer  Center  renovation.  The  FBI  will  expend  the  remaining 
funding  during  the  1994  and  1995  for  engineering  change  proposals  and  continued 
post-award  te^nical/engineering  support  services. 


Questions  Submitted  by  Senator  Robert  C.  Byrd 
HIRING  in  west  VIRGINIA 

Question.  Director  Freeh,  I  proposed  an  amendment  which  was  later  adopted  in 
Conference  on  the  Emergency  Supplemental  Appropriation  and  Rescission  bill  which 
provides  “For  an  additional  amount  for  “Salaries  and  expenses”  to  defray  expenses 
for  the  automation  of  fingerprint  identification  services  and  related  costs, 
$20,000,000,  to  remain  available  until  expended:  Provided,  that  these  funds  shall  be 
available  to  the  Federal  Bureau  of  Investigation  to  hire  500  employees  to  carry  out 
the  automation  of  fingerprint  services  without  regard  to  any  employmrut  ceilings 
imposed  by  the  President  or  by  law.”  What  steps  are  being  taken  by  the  FBI  to  ac¬ 
celerate  the  hiring  of  these  500  employees?  Please  give  a  date  that  you  expect  that 
these  500  employees  to  be  on  boara  at  the  FBI  Fingerprint  Identification  Division. 
Please  provide  for  the  record  a  month-by-month  hiring  schedule  with  sigmficant 
milestone  events  related  to  recruitment  and  hiring  associated  with  the  revitalization 
effort. 

Answer.  Current  timeframes  associated  with  conducting  background  investiga¬ 
tions  and  providing  appropriate  training  to  new  employees  will  permit  the  FBI  to 
process  and  hire  between  35  to  50  general  support  employees  each  month.  There 
IS  a  large  pool  of  approximately  4,000  general  support  applicants  who  are  in  various 
stages  of  processing  and  who  have  inmcated  an  interest  in  working  for  the  FBI  in 
West  Virginia.  As  of  April  24,  1994,  47  new  general  support  employees  have  re¬ 
ported  for  duty  in  West  Virginia  as  part  of  the  500  new  positions. 

Of  the  500  positions,  400  will  be  hired  into  general  support  positions  with  term 
appointments  not  to  exceed  three  years.  These  term  employees  may  be  conveiied  to 
permanent  positions  once  current  Criminal  Justice  Information  Services  (CJIS)  em¬ 
ployees  at  FBI  Headquai*ters,  who  choose  not  to  relocate,  are  separated  or  assigned 
to  other  Headquarters  divisions  and  offices. 

One  hundred  of  the  500  positions  will  be  for  permanent  specialty  hires  such  as 
computer  specialists,  engineers,  and  technicians.  The  new  FBI  facility  in  Clarksburg 
is  scheduled  for  fiill  occupancy  in  June  1995.  At  that  time,  the  FBI  will  begin  to 
move  functions  requiring  specialized  skills  to  West  Virginia.  At  that  time,  there'will 
be  a  need  to  begin  hiring  new  employees  possessing  specialized  skills. 

If  hiring  projections  of  35  to  50  general  support  per  month  hold  true,  it  is  antici¬ 
pated  that  the  general  support  applicants  will  be  hired  in  West  Viimnia  by  Feb¬ 
ruary  1995.  Specialty  hires  may  require  more  time  to  hire  because  of  the  work  in- 
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volved  in  recruiting  and  identi^ng  individuals  with  specific  expertise  and  also  be¬ 
cause  of  the  potentially  longer  length  of  time  reouired  to  conduct  a  background  in¬ 
vestigation.  IVoiections  are  that  by  the  end  of  calendar  year  1996,  all  500  positions 
should  be  filled.  The  following  table  provides  a  projected  month-by-monu  hiring 
schedule: 


PROPOSED  SCHEDULE  OF  FBI  WEST  VIRGINIA  HIRING  500  POSITIONS 


New  general  New  specialty 

supped  hires  support  hires 

projected  projected 


March  1994  . 

April  1994  . 

May  1994  . 

June  1994  . 

July  1994  . 

August  1994  .... 
September  1994 
October  1994  ... 
November  1994 
December  1994 
January  1995  ... 
February  1995  .. 

March  1995  . 

April  1995  . 

May  1995  . 

June  1995  . 

July  1995  . 

August  1995  . 

September  1995 
October  1995  .... 
November  1995  . 
December  1995  . 


33  . 

37  . 

35  . 

35  . 

35  . 

35  . 

35  . 

35  . 

35  . 

35  . 

35  10 

15  10 

10 
10 
10 
10 
10 
8 
6 
6 
5 
5 


Total 


400  100 


The  actual  number  of  applicants  hired  each  month  may  vary,  but  the  FBI  is  work¬ 
ing  toward  the  goal  of  having  400  general  support  employees  hired  in  West  Virginia 
by  February  1995  and  100  specialty  employees  by  December  1996. 

Question.  Director  Freeh,  in  your  last  lAFlS  status  report,  you  stated  that  the  $20 
million  will  be  used  by  the  FBI  to  hire  35  to  60  new  employees  per  month  up  to 
a  total  of  500  new  employees.  At  that  rate  it  will  take  at  least  10  to  14  months  to 
bring  the  total  600  new  employees  on  board  in  Clarksburg.  If  a  Government-wide 
freeze  is  enacted  in  September  1994,  approximately  250  of  the  500  employees  would 
be  on  board  at  Clarksburg  at  that  time.  Such  a  freeze  could  del^  the  hmng  of  the 
remaining  260  employees  for  an  indefinite  period  time.  Has  the  FBI  considered  and 
planned  tor  this  possibility?  Under  the  circumstances,  would  it  not  make  sense  to 
process  at  least  lOO  employees  per  month  instead  of  the  35  to  50  planned  for  by 
the  FBI?  Such  an  action  could  avoid  a  potential  serious  setback  in  the  staffing  of 
the  Clarksburg  facility.  If  training  100  new  hires  poses  a  problem,  would  it  not  be 
wise  for  the  FBI  to  process  the  new  employees  ana  delay  tine  full  orientation  some¬ 
what.  It  is  my  hope  and  expectation  that  the  FBI  will  now  proceed  to  embark  upon 
an  accelerated  hiring  program  in  order  to  assure  that  these  500  employees  are  hired 
as  quickly  as  possible.  Many  of  the  potential  hires  have  already  b^n  recruited  and 
are  awaiting  the  finalization  of  the  necessary  personnel  actions.  1  am  advised  that 
the  FBI  has  nearly  completed  recruitment  and  background  checks  on  many  poten¬ 
tial  new  enmloyees  and  these  people  are  awaiting  personnel  action. 

^iswer.  The  FBI’s  West  Virginia  hiring  plan  aid  not  consider  the  possibility  of 
a  September  1994,  Government-wide  hiring  nreeze.  When  the  $20  million  appropria¬ 
tion  was  received,  the  FBI  began  developing  a  plan  to  hire  the  500  additional  em¬ 
ployees  in  as  short  a  timeframe  as  possible.  Of  the  500  employees,  400  are  to  be 
nirM  into  termj^itions,  while  100,  with  specialized  skills,  will  be  hired  for  perma¬ 
nent  positions.  With  the  hiring  of  35  to  60  employees  per  month,  the  FBI  projects 
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that  the  salaries  of  the  500  new  employees  could  be  paid  from  the  $20  million 
through  at  least  December  of  1995. 

The  FBI  has  developed  a  functional  transition  timeline  for  the  full  transfer  of  per¬ 
sonnel  and  functions  to  the  Clarksburg  facility.  The  target  of  35  to  50  new  employ¬ 
ees  per  month  reflects  the  critical  balance  between  time  needed  for  applicant  proc¬ 
essing,  background  investigations,  hiring,  training  and  tl-*e  transition  of  CJIS  func¬ 
tions. 

The  FBI  recognizes  the  urgency  of  hiring  these  employees  and  is  committed  to 
getting  as  many  new  employees  on  board  as  possible  each  month.  However,  because 
many  of  the  g:eneral  support  applications  are  over  three  years  old  and  also  because 
a  large  rntyority  of  these  applicants  have  not  been  processed  for  hiring,  the  “front 
end”  work  of  contacting,  testing,  and  interviewing  ^plicants  remains  to  be  done. 
For  every  15  general  support  employees  hired,  the  FBI  must  process  approximately 
100  applicants.  While  the  FBI  has  a  pool  of  approximately  4,000  general  support 
applicants  to  consider,  the  largest  portion  of  those  applicants  require  full  processing 
prior  to  hiring. 

Presently,  the  FBI  is  concentrating  on  getting  additional  numbers  of  applicants 
into  the  background  investigation  process.  A  single  general  support  applicant  back¬ 
ground  investigation  can  take  between  eight  to  twelve  weeks.  Baseo  on  the  time- 
frame  each  applicant  is  given  to  respond  to  the  FBI’s  initial  inquiry  regarding  their 
continued  interest  in  employment  and  to  update  their  applications,  and  allowing  for 
time  to  schedule  and  conduct  necessary  interviews  and  testing,  it  would  not  be  pos¬ 
sible  to  hire  all  of  the  additional  employees  in  West  Virginia  by  September  30,  1994, 

VOLUNTARY  SEPARATION  INCENTIVES 

Question.  Director  Freeh,  what  plans  do  you  have  for  seeking  authoritv  and  fund¬ 
ing  for  early  retirement  and  voluntary  cash  separation  incentives  for  the  FBI  em¬ 
ployees  that  do  not  wish  to  relocate  to  FBI's  Criminal  Justice  Information  Services 
Division  in  Clarksburg,  West  Virginia?  I  am  told  that  such  a  buyout  provision  would 
cost  about  $10,000,  which  is  much  less  expensive  than  the  average  of  $50,000  cost 
to  transfer  a  FBI  employee  from  Washington  to  Clarksburg.  '^Tiat  more  can  be 
done? 

Answer.  The  FBI  has  proposed  a  minimum  voluntary  separation  incentive  of 
$10,000  for  Criminal  Justice  Information  Services  (CJIS)  Division  employees  who 
choose  not  to  relocate.  This  proposal  is  being  reviewed  by  the  Office  of  Management 
and  Budget.  The  costs  of  voluntary  separation  incentives  would  be  funded  from  ex¬ 
isting  and/or  recurring  base-level  lAFIS  funds  planned  for  relocation  expenses.  No 
additional  funding  would  be  required  to  offer  these  incentives,  nor  would  these  in¬ 
centives  add  to  the  overall  cost  of  the  lAFIS  project. 

It  is  projected  that  the  average  cost  for  each  voluntary  separation  incentive  would 
actually  be  $17,000,  based  on  the  average  salary  of  approximately  1,600  CJIS  em¬ 
ployees  who  indicated  in  an  October  1993  survey  they  would  not  be  willing  to  relo¬ 
cate  to  West  Virginia. 

The  actual  cost  to  transfer  an  employee  to  West  Virginia  varies,  depending  pri¬ 
marily  on  the  property  an  individual  owns  and  whether  they  rent  or  purchase  a  new 
residence.  Based  upon  actual  expenditures  claimed  by  employees  who  have  already 
relocated,  the  average  cost  to  transfer  an  employee  to  West  Virginia  is  currently  be¬ 
tween  $28,000  to  $30,000. 


LAFIS  PROGRAM  OFFICE 

Question.  Director  Freeh,  the  fiscal  year  1992  Commerce,  Justice  State  Appropria¬ 
tion  bill  included  $1.5  million  for  the  establishment  of  a  program  office  outside  of 
the  then  Identification  Division  for  the  revitalization  of  the  Division.  What  is  its  sta¬ 
tus  and  structure  of  this  program  office.  Has  any  of  the  $1.5  million  for  the  estab¬ 
lishment  of  this  program  office  been  expended? 

Answer.  In  fiscal  year  1992,  the  Congress  provided  the  FBI  with  10  support  posi¬ 
tions  and  $1.5  million  to  establish  a  program  office  for  the  revitalization  of  the  then 
Identification  Division.  To  comply  with  the  Congressional  mandate  to  create  a  pro¬ 
-am  office  to  oversee  the  development  of  the  Inte^ated  Automated  Fingeijrint 
Identification  System,  the  FBI  established  the  Criminal  Justice  Information  Serv¬ 
ices  (CJIS)  Division. 

The  CJJIS  Division  was  established  to  provide  the  FBI  with  thii  management 
structure  to  effectively  support  the  identification  and  information  services  provided 
to  the  law  enforcement  and  criminal  justice  community.  Key  CJIS  Division  manage¬ 
ment  personnel  have  been  selected  to  oversee  the  development  of  the  LAFIS  project, 
and  the  overall  organizational  structure  of  the  Division  has  been  approved. 
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Funding  provided  for  the  program  office  is  used  for  personnel  compensation  and 
benefits  for  the  10  TOsitions  and  for  travel,  training,  consulting,  and  other  services 
in  support  of  the  lAFIS  project. 

ncicAjcr  relocation 

Question.  Director  Freeh,  is  the  Department  of  Justice  moving  forward  on  vour 
recommendation  to  relocate  the  National  Crime  Information  Center  (NCIC)  and  the 
Uniform  Crime  Repoitii^  (UCR)  functions  of  the  newly  created  Criminal  Justice  In¬ 
formation  Services  (CJIS)  Division  from  FBI  Headquarters  to  Clarksburg?  In  your 
last  lAFIS  status  report,  you  stated  that  you  reviewed  the  matter  and  support  the 
relocation  because  you  deemed  it  to  be  critical  for  the  devel^ment  and  maintenance 
of  totally  int^at^  criminal  justice  information  services  (or  the  user  community. 
Is  it  not  also  true  that  the  economies  from  this  cohesiveness,  decision-making  lower 
overhead  and  increased  opportunities  for  employee  cross-training?  Has  tiie  Depart¬ 
ment  of  Justice  submitted  this  relocation  proposal  to  the  Office  of  Management  and 
Budget  (0MB)  with  a  request  for  approval  transmittal  to  Congress? 

Answer.  The  FBI  has  formally  proposed  that  the  NCIC  and  UCR  (unctions  be  re¬ 
located  to  West  Virginia.  On  March  7,  1994,  the  FBI  announced  its  plans  for  the 
transition  of  Criminal  Justice  Information  Services  (CJIS)  Division  employees  and 
functions,  including  NCIC  and  UCR,  to  the  new  facility  in  Clarksburg,  West  Vir¬ 
ginia.  SubsequentW,  on  March  8,  1994,  the  FBI  forwarded  a  memorandum  notifying 
the  Department  of*^ Justice  of  this  decision.  On  May  3,  1994,  the  Department  of  Jus¬ 
tice  submitted  formal  notification  of  this  relocation  to  the  Office  of  Management  and 
Budget.  Congressional  notification  will  follow  0MB  approval. 

lAFIS  DEVELOPMENT  SCHEDULE 

Question.  Director  Freeh,  I  am  told  that  the  new  CJIS  facility  bein^  constructed 
at  Clarksburg  is  on  time  and  under  budget.  How  would  you  characterize  the  auto¬ 
mation  project,  including  the  development  of  the  prototypes?  When  will  the  equip¬ 
ment  be  installed  at  Clarksburg? 

Answer.  The  Integrated  Automated  Fingeiprint  Information  System  (lAFIS)  seg¬ 
ment  contract  award  milestones  have  experienced  slippage  due  primarily  to  more 
bidders  responding  to  the  Requests  for  Proposals  released  for  each  segment  of  the 
lAFIS  project  than  had  been  anticipated.  This,  in  turn,  resulted  in  more  questions 
being  ask^  concerning  the  development  of  each  segment  of  the  lAFIS  project  than 
was  oricdnally  anticipated. 

lAFIo  segment  Imtial  Operating  Capability  (IOC)  dates  are  linked  to  the  contract 
award  date.  As  a  result  of  slippage  in  lAFIS  sement  contract  award  milestones, 
the  IOC  dates  have  been  revised  based  upon  the  new  projected  contract  award 
dates.  The  LAFIS  project,  including  the  Interstate  Identincation  Index,  the  Identi¬ 
fication  Tasking  and  Networking,  and  the  Automated  Fingerprint  Identification  As¬ 
tern,  is  to  be  fully  operational  in  the  first  quarter  of  calendar  year  1998.  The  rBI 
has  completed  the  development  of  the  Identification  Tasking  and  Networking  proto¬ 
type. 


Questions  Submitted  by  Senator  J.  Robert  Kerrey 
CRIMINAL  enforcement  PRIORITIES 

Question.  The  Federal  Bureau  of  Investigation  (FBI)  participates  in  multi-jurisdic¬ 
tional  task  forces  across  Nebraska.  These  task  forces  have  been  successful  in  pro¬ 
moting  cooperation  between  the  FBI,  DEA,  U.S.  Attorney  General,  and  local  law  en¬ 
forcement  to  fight  drug  crime.  The  eight  task  forces  in  Nebraska  encompass  81  of 
Nebraska’s  93  counties  or  94.68  percent  of  the  State’s  population.  How  does  the  FBI 
measure  success  with  regard  to  the  multi-jurisdictional  task  forces?  What  results 
been  achieved  in  Nebraska? 

Answer.  In  1988,  law  enforcement  executives  in  the  Omaha  metropolitan  area  rec- 
q^zed  that  the  drug  problem  has  substantially  increased  with  the  rapid  rise  of  the 
Clips  and  Bloods  street  gangs,  as  well  as  an  increased  presence  of  Mexican  organi¬ 
zations.  Federal,  State  and  local  law  enforcement  management  met  and  developed 
the  Omaha  Metropolitan  Area  Dnig  Task  Force  (MADTF). 

The  MADTF  was  established  in  1989  based  on  a  Department  of  Justice  Byrne  Me¬ 
morial  grant  obtained  by  the  Omaha  Police  Department  through  the  State  of  Ne¬ 
braska.  The  Nebraska  Crime  Commission  has  authorized  a  continuation  of  l^s 
grant  annually.  These  m^ant  monies  are  utilized  for  paying  for  space  rental,  utilities, 
and  salaries  for  several  local  investigators. 


■  I 


601 

In  addition  to  the  above,  in  the  summer  of  1991,  a  special  gang  investigative  unit 
was  formed  between  the  FBI  and  the  Omaha  Police  Department,  to  address  the  es¬ 
calating  violence  being  experienced  in  the  Greater  Omaha  area.  Intelligence  was 
subs^uently  analyzea  in  order  to  select  appropriate  targets,  to  reduce  or  eliminate 
the  violence.  Since  that  time,  in  excess  of  130  gang  members  have  been  indicted  and 
successfully  prosecuted  in  Federal  Court,  and  the  violence  has  been  significantly  re¬ 
duced. 

MADTF  State  and  Local  Statistical  Accomplishments  for  January,  1990  to  April 
1,  1994  include:  2,898  local  and  State  felony  arrests  and  numerous  seizures,  includ¬ 
ing  ^ns,  vehicles,  drugs,  and  cash.  Additionally,  the  MADTF  has  utilized  32  State 
and  Federal  court  ordered  electronic  surveillances  over  the  last  five  fiscal  years. 

FBI  Federal  statistical  drug  accomplishments  for  the  State  of  Nebraska  for  fiscal 
years  1992,  1993,  and  the  first  quarter  of  1994  are: 


Informations/Indictments  .  295 

Convictions  .  215 

Arrests  .  146 


The  MADTF  exemplifies  a  truly  positive  and  successful  joint  law  enforcement  ef¬ 
fort.  This  unioue  task  force  is  an  exemplary  model  for  law  enforcement  throughout 
the  U.S.  Based  on  its  national  reputation,  numerous  Federal,  State,  and  local  agen¬ 
cies  have  made  inquiries  as  to  tne  organizational  structure  and  the  ability  to  suc¬ 
cessfully  work  together. 

Lincoln  f Lancaster  County  Task  Force 

This  task  force  was  originated  in  1988.  Participating  agencies  include  the  FBI, 
DBA,  Lincoln  Police  Department,  Lancaster  County  Snenffs  Office,  and  the  Ne¬ 
braska  State  Police  (NSP).  Twenty-seven  investigators  are  housed  in  an  off-site  fa¬ 
cility.  Each  agency  follows  its  own  policies  and  procedures,  shares  information,  and 
cooperates  in  mmor  investigations.  This  task  force  made  322  State  felony  arrests 
from  1991  to  1993.  The  Federal  arrests  are  included  above. 

Grand  Island  Drug  Task  Force 

This  task  force  is  not  funded  by  any  Federal  grant.  The  FBI  has  provided  space 
in  which  the  FBI,  INS,  Grand  Island  Police  Department,  Hall  County  Sheriffs  Of¬ 
fice,  and  NSP  work  mutually  on  OCDETF  investigations. 

CANDO 

This  task  force  covers  six  counties  in  rural  soutli-central  Nebraska  and  is  coordi¬ 
nated  by  the  NSP.  There  is  no  Federal  agency  participation  as  the  cases  do  not  rise 
to  the  level  of  Federal  prosecution  or  the  FBrs  National  Drug  Strategy.  The  partici¬ 
pants  are  aware  that  the  FBI  or  other  appropriate  Federal  agency  would  support 
any  qualifying  investigation  that  may  be  developed. 

CODE  (Cooperative  Operations  for  Drug  Enforcement) 

This  task  force  consists  of  22  counties  in  southwest  Nebraska  and  is  facilitated 
^  the  NSP.  A  majority  of  their  investigations  are  street  and  mid-level  distributors. 
The  FBFs  North  Platte  Resident  Agency  and  DEA  have  supported  individual  inves¬ 
tigations. 

RAP  (Rural  Apprehension  Program) 

This  task  force  consists  of  13  east/central  rural  counties.  They  are  facilitated  by 
the  NSP.  Their  investigations  center  around  local  street  level  and  mid-level  dealers. 

SNARE  (Specialized  Narcotics  Abuse  Reduction  Effort) 

This  task  force  targets  street-level  drug  dealers  in  eight  northeast  counties. 

WING  (Western  Intelligence  and  Narcotics  Group) 

Eleven  counties  in  the  western  Nebraska  panhandle  and  the  NSP  meet  to  share 
intelligence.  Eight  investigators  share  an  off-site  facility  and  identify  and  inves¬ 
tigate  mid-level  distributors. 

MULE  (Mid  and  Upper  Level  Enforcement  Program) 

The  NSP  receives  Federal  grant  monies  to  conduct  drug  investigations  in  counties 
that  do  not  have  Federally  funded  multi-jurisdictional  taSc  forces.  These  funds  have 
also  been  used  to  support  the  NSP  crime  laboratory  drug  analysis  section. 

These  rural  task  forces  are  aware  of  the  FBPs  National  Drug  Strategy  criteria. 
When  a  case  is  developed  that  meets  Federal  prosecution  standards,  the  FBI  an^ 
or  DEA  is  contacted  to  support  the  particular  investigation.  The  FBI  also  partici¬ 
pates  in  various  intelligence  sharing  projects  around  the  State  involving  drugs  and 
gangs. 
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BYRNE  MEMORIAL  GRANT  PROGRAM 

Question,  This  Subcommittee  has  jurisdiction  over  funding  for  the  Bvme  Memo¬ 
rial  formula  grant  program.  It  is  my  understanding  that  much  of  this  funding  goes 
to  multi-jurisdiction  dmg  task  forces  and  violent  crime  task  forces  in  which  the  FBI 
participates.  Can  you  offer  the  Subcommittee  the  Bureau's  perspective  on  the  use¬ 
fulness  of  these  task  forces? 

Answer.  The  FBI’s  experience  with  the  task  forces  funded  by  this  prc^am,  par¬ 
ticularly  in  the  State  or  Nebraska,  has  been  positive.  Well  managed,  properly  fo¬ 
cused,  and  carefully  coordinated  task  forces  increase  law  enforcement’s  overall  effec¬ 
tiveness  and  productivity  of  limited  personnel;  eliminate  wasteful  e^enditure  of  re¬ 
sources  by  duplication  of  investigations  in  matters  of  concurrent  juris^ction;  and 
enhance  cooperation  and  communication  among  Federal,  State  and  local  law  en¬ 
forcement  agencies.  In  general,  the  FBI  supports  initiatives  that  facilitate  meaning¬ 
ful  cooperation  among  local.  State  and  Federal  law  enforcement  agencies. 

TREND  IN  INTERNATIONAL  TERRORIST  ATTACKS 

Question.  The  February  1993  bombing  of  the  World  Trade  Center  brought  home 
to  Americans  the  threat  posed  by  international  terrorism.  Was  the  Wond  Trade 
Center  bombing  reflective  of  a  growing  trend  in  international  terrorist  attacks 
against  Americans  and  American  interests,  or  is  the  international  terrorist  threat 
fairly  static? 

Answer.  The  bombing  of  the  World  Trade  Center  complex  and  subsequent  planned 
bombings  in  the  New  York  City  area  are  indicative  of  the  potential  for  international 
terrorism  in  the  United  States.  While  statistics  do  not  reflect  an  increase  in  the 
overall  number  of  terrorist  acts  occurring  inside  the  United  States,  the  terrorism 
trend  has  changed. 

Over  the  past  year,  there  has  been  increasing  concern  both  in  the  United  States 
and  abroad  over  acts  of  terrorism  perpetrated  by  groups  or  individuals  who  are  in¬ 
spired  by  radical  fundamentalist  agendas.  Radical  fundamentalists  are  vehemently 
anti-U.S.  and  espouse  a  radical  interpretation  of  Islam.  The  potential  for  terrorist 
activity  by  these  individuals/groups  certainly  exists.  This  is  due,  in  part,  to  the 
present  state  of  global  affairs,  particularly  in  the  Middle  East,  the  Maghreb,  as  well 
as  in  the  former  Yugoslavia,  wnich  may  be  a  catalyst  for  increased  international  ac¬ 
tivity  by  radical  fundamentalists.  This  phenomenon  currently  occurring  throughout 
the  world  is  expected  to  remain  a  significant  challenge  for  the  U.S.  and  foreign  law 
enforcement  communities. 

ISLAMIC  TERRORIST  THREAT  IN  THE  UNITED  STATES 

Question.  What  about  recent  press  stories  on  an  increasing  domestic  Islamic  ter¬ 
rorist  threat,  as  militants  in  America  react  to  events  without  waiting  for  any  foreign 
power  to  tell  them  what  to  do?  To  what  extent  are  Iran  and/or  Sudan  developing 
effective  terrorist  infrastructure  in  the  United  States?  How  good  is  FBI  coverage  of 
these  targets? 

Answer.  The  FBI  is  actively  pursuing  counterterrorism  investigations  related  to 
international  radical  fundamentalists  wno  utilize  a  radical  interpretation  of  Islam 
to  justify  their  violent  acts.  Appropriate  resources  have  been  dedicated  to  this  effort. 
Specifics  regarding  these  investigations  are  classified. 

Within  the  United  States  are  diplomatic  and  quasi-diplomatic  establishments  as¬ 
sociated  with  state  sponsors  of  terrorism  such  as  Iran  and  Sudan.  Additionally, 
there  are  terrorist  infrastructures  in  place  inside  the  United  States  that  could  be 
called  upon  by  these  state  sponsors  to  engage  in  or  support  terrorism.  The  FBI’s 
Counterterronsm  Program  has  allocated  sufficient  resources  to  adequately  address 
potential  terrorism  threats  emanating  from  these  terroiist  nations. 


Questions  Submitted  by  Senator  Pete  V.  Domenici 

SHIFT  of  agents  FROM  ADMINISTRATION  TO  FIELD  WORK 

Question.  What  is  the  status  of  the  effort  to  shift  600  agents  into  investigative 
positions? 

Answer.  The  temporary  detailing  of  150  Headquarters  agents  to  the  Washington 
Metropolitan  and  Baltimore  field  offices,  was  accomplished  by  the  end  of  March, 
1994. 

The  permanent  downsizing  of  agent  staffing  at  FBI  Headquarters  is  underway. 
In  order  to  avoid  the  use  of  reduction-in-force  procedures  to  accomplish  this  objec¬ 
tive,  the  FBI  is  attempting  to  place  affected  Supervisory  Special  Agents  from  FBI 
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Headquarters  in  field  assignments  on  a  voluntary  basis.  Those  FBI  Headquarters 
agents  who  volunteer  to  pc^cipate  in  this  initiative  will  be  afforded  grade  and  pay 
retention  upon  accepting  demotion  and  placement  in  a  field  assignment.  A 
reprogramming  notification  to  effect  these  transfers  was  submitted  to  the  Office  of 
Management  and  Budget  for  approval.  Thereafter,  notification  of  the  transfers  will 
be  forwarded  to  Confess  for  concurrence.  Upon  receipt  of  Congressional  ajmroval, 
the  transfers  will  begin,  using  funds  provided  from  the  Super  Surplus  of  the  Depart¬ 
ment  of  Justice  Assets  Forfeiture  Fund. 

Finally,  the  redeployment  of  300  field  agents  from  administrative  to  investigative 
positions  is  centered  on  adopting  new  and  more  efficient  managerial  practices  in 
field  offices  in  order  to  reduce  the  number  of  agents  involved  in  performing  adminis¬ 
trative  tasks.  This  aspect  of  the  restructuring  is  viewed  as  an  on-going  effort  to  be 
achieved  through  a  series  of  management  initiatives  and  reforms. 

Question.  When  will  the  effort  be  complete? 

Answer.  The  FBI  anticipates  completing  the  permanent  transfer  of  300  Head- 
Quarters  agents  by  the  end  of  calendar  year  1994.  Achievement  of  this  goal  will  be 
dependent  upon  the  availability  of  funds  for  transfer  purposes  and  the  degree  of  suc¬ 
cess  achieved  through  voluntary  placement  efforts  involving  supervisory’  special 
agent  personnel.  Once  in  receipt  or  funding  for  the  transfers,  the  FBI  will  begin  to 
implement  the  voluntary  placement  effort.  If  reduction-in-force  procedures  are  re¬ 
quired,  the  period  of  time  required  for  this  process  may  be  protracted. 

Finally,  the  adoption  of  new  managerial  practices  to  reduce  the  number  of  agents 
performing  administrative  tasks  in  field  offices  is  viewed  as  an  on-going  effort.  No 
specific  target  date  has  been  established  for  this  phase  of  the  restructuring. 

Question.  What  will  be  the  relocation  costs,  and  how  will  they  be  covered? 

Answer.  The  FBI  projects  the  cost  of  transferring  300  agents  fix)m  FBI  Head¬ 
quarters  to  field  offices  to  be  $24  million.  The  Attorney  General  is  making  this  fund¬ 
ing  available  from  the  Super  Surplus  of  the  Department  of  Justice  Asset  Forfeiture 
Fund.  A  reprogramming  notification  has  been  submitted  by  the  FBI  in  order  to  gain 
necessary  Office  of  Management  and  Budget  and  notify  our  Congressional  Commit¬ 
tees. 

SAFE  STREETS  TASK  FORCES 

Question.  In  the  past  the  FBI  has  been  criticized  for  operating- as  an  autonomous 
law  enforcement  agency  within  the  Federal  system.  I  know  you've  been  trying  to 
change  this.  Do  you  have  plans  to  expand  the  task  forces  to  include  other  law  en¬ 
forcement  agencies,  both  in  New  Mexico  and  Nationwide? 

Answer.  The  FBI  currently  operates  108  Safe  Streets  Task  Forces  across  the  Na¬ 
tion,  including  one  in  New  Mexico.  Resource  limitations  and  other  priorities  pre¬ 
clude  the  expansion  in  the  number  of  Safe  Streets  Task  Forces  at  this  time. 

When  the  FBI  proposes  the  establishment  of  a  task  force,  all  appropriate  Federal, 
State  and  local  law  enforcement  agencies  are  invited  to  participate.  The  degree  of 
participation  is  dictated  in  part  by  several  factors,  such  as  whether  the  focus  of  the 
task  force  is  consistent  with  a  particular  agency's  mission  and  the  ability  to  assign 
resources  to  staff  the  task  force. 

Question.  What  efforts  are  you  making  overall  to  integrate  the  Federal  law  en¬ 
forcement  community  in  cooperative  activities  such  as  the  Safe  Streets  Task  Forces? 

Answer.  The  Office  of  Investigative  Agency  Policies  (OIAP)  has  a  goal  of  further¬ 
ing  cooperative  initiatives  like  the  Safe  Streets  Task  Forces.  One  of  the  first  under¬ 
takings  of  the  OIAP  has  been  the  consolidation  of  the  various  intelligence  bases  in 
the  Federal  law  enforcement  agencies  responsible  for  drug  enforcement.  This  is  as 
an  important  and  necessary  first  step  in  “integrating”  and  coordinating  Federal  law 
enforcement  activities. 

The  OIAP  violent  crime  resolution  has  directed  that  each  judicial  district  with 
Federal,  State,  and  local  law  enforcement  jointly  assess  their  violent  crime  problem 
and  propose  a  single  investigative  and  prosecutive  strategy.  This  strategy  shall  be 
designed  in  partnership  with  State  and  local  enforcement  authorities,  dedicated  to 
the  coordinated  investigation  and  prosecution  of  violent  organizations  and  individ¬ 
uals. 


STATE  AND  LOCAL  TRAINING  REDUCTIONS 

Question.  Do  you  support  a  reduction  in  State  and  local  training  at  Quantico? 

Answer.  No.  The  FBrs  fiscal  year  1995  budget  would  not  reduce  training  for  State 
and  local  law  enforcement  at  the  FBI  Academy.  It  does,  however,  propose  dis¬ 
continuing  the  FBI's  policy  of  reimbursing  travel  expenses  of  State  ana  local  train¬ 
ees  attending  the  FBI  Academy.  The  proposed  change  would  conform  the  FBI's  pol- 
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icy  with  that  of  other  Federal  law  enforcement  training  facilities,  such  as  the  Fed¬ 
eral  Law  Enforcement  Training  Center  in  Glynco,  Georgia. 

Question.  What  impact  will  this  proposed  cut  have  on  State  and  local  attendance 
at  the  National  Academy? 

Answer.  A  past  survey  (1986)  indicated  nearly  two-thirds  of  those  State  and  local 
agencies  scheduled  to  send  personnel  to  the  National  Academy  would  not  do  so  if 
reared  to  pay  their  travel 

Question.  Doesn’t  the  interaction  with  State  and  local  police  departments  help  the 
FBI  in  establishing  linkages  for  future  cooperation? 

Answer.  Yes.  The  National  Academy  plays  an  important  part  in  shaping  closer 
partnerships  among  the  FBI  and  State  and  local  law  enforcement  agencies.  One  of 
the  primary  objectives  of  the  National  Academy  is  to  promote  effective  cooperation 
among  law  enforcement  agencies  in  the  United  States.  The  National  Academy  ac¬ 
complishes  this  by  preparing  State  and  local  law  enforcement  personnel  for  leader¬ 
ship  roles  within  their  departments.  National  Academy  graduates  serve  as  an  excel¬ 
lent  resource  for  fostering  teamwork  between  Federal  and  State  and  local  agencies 
involving  multi-jurisdictional  cases. 

SHIFT  FrvCM  FINANCIAL  INSTITUTION  FRAUD  TO  HEALTH  CARE 

Question.  Director  Freeh,  the  Justice  Department  has  submitted  a  reprogramming 
to  the  committee  which  proposes  to  shift  25  percent  of  the  investigative  resources 
in  several  Justice  Department  accounts,  including  the  FBI,  from  investigations  and 
prosecutions  of  FIF  to  HCF.  Under  this  proposal,  the  FBI  would  reallocate  428  posi¬ 
tions  and  $38.7  million  to  HCF.  As  a  member  of  the  banking  committee.  I’m  con¬ 
cerned  that  investigations  of  FIF  don’t  receive  short  shrift.  Wliat  is  the  reason  for 
this  proposal? 

Answer.  In  response  to  a  1993  FIF/HCF  survey  of  the  FBI’s  66  field  offices,  32 
field  offices  advised  they  were  currently  unable  to  reallocate  FIF  resources  due  to 
the  continuing  FIF  crime  problem.  The  remaining  24  field  offices  collectively  advised 
that  they  could  reallocate  up  to  125  FIF  agents  to  other  white-collar  crime  areas, 
mainly  HCF.  Further,  the  survey  identified  an  estimated  185  additional  agents 
would  be  needed  to  investigate  currently  unaddressed  HCF  matters-  Unfortunatelv, 
the  125  FIF  agents  available  for  reallocation  fix)m  FIF  are  not  all  located  in  field 
offices  where  there  are  needs  for  additional  HCF  resources.  Therefore,  not  all  of  the 
125  FIF  agents  can  be  directly  reallocated  to  HCF  without  transfer  of  personnel 

The  FBI  survey  results  indicate  that  some  FIF  resources  may  be  available  to  ad¬ 
dress  HCF  matters  by  the  end  of  fiscal  year  1994,  This  assessment  is  based  on  what 
appears  to  be  a  leveling  off  of  the  FBI's  FIF  total  caseload.  From  the  second  quarter 
of  fiscal  year  1993  through  January  1994,  the  monthly  caseload  generally  has  not 
changed  by  more  than  100  cases,  ranging  from  10,000  to  10,100.  However,  failure 
cases,  generally  more  labor  intensive  than  other  FIF  ^ases,  have  begun  to  decline. 
Failure  cases  peaked  at  768  in  July  of  1992  and  declined  to  594  by  the  end  of  Janu¬ 
ary  1994.  Accordingly,  it  is  possible  that  resources  could  be  made  available  to  inves¬ 
tigate  HCF  if  failure  cases  continue  to  decline  and  major  cases  do  not  rise  substan¬ 
tially. 

Question.  Have  you  considered  re<^uesting  additional  resources  rather  than  shift¬ 
ing  personnel  and  funds  from  Financial  Institution  investigations? 

Answer.  The  FBI  has  considered  requesting  additional  resources  for  the  HCF  Ini¬ 
tiative.  However,  in  light  of  current  efforts  to  downsize  the  Federal  workforce  and 
the  apparent  lessening  of  the  FIF  caseload,  the  FBI  is  proposing  to  address  the  HCF 
initiative  through  the  reallocation  of  existing  resources  before  proposing  additional 
staffing  requirements.  In  fact,  the  President’s  fiscal  year  1995  budget  proposes  a 
base-level  realignment  of  156  agent  and  141  support  positions  to  HCF. 

Question.  Will  this  reprogramming  have  a  negative  impact  on  future  investiga¬ 
tions  into  Financial  Institution  Fraud? 

Answer.  The  FBI  projects  that  the  national  reprogramming  will  be  less  than  the 
proposed  26  percent  level,  as  not  all  FBI  field  offices  will  be  able  to  reallocate  re¬ 
sources  from  FIF  to  HCF.  Reallocation  will  depend  on  the  severi^  of  the  HCF  crime 

Eroblem  as  compared  to  the  FIF  crime  problem  of  the  respective  field  office.  If  a 
eld  oflBce  determines  that  a  reprogramming  of  FIF  resources  is  necessary,  discus¬ 
sions  will  be  held  with  the  Unit^  States  Attorney  to  establish  an  agreed  upon  com¬ 
mitment  of  resources.  The  field  office  will  then  submit  a  communication  to  FBI 
Headquarters,  requesting  specific  authority  to  reallocate  the  FIF  resources  to  HCF. 
The  request  will  state  how  the  FIF  crime  problem  would  be  adequately  addressed 
after  such  a  proposed  reduction  in  FIF  resources.  Further,  the  field  office  will  de¬ 
sert^  the  significance  of  the  HCF  crime  problem. 
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Upon  receipt  of  the  request  to  reallocate  FIF  resources  to  HCF  matters,  FBI 
Headquarters  will  compare  the  requesting  field  office's  FIF  and  HCF  crime  prob> 
lems  to  all  other  field  offices.  Among  the  factors  to  be  considered  are  the  following: 
(1)  The  need  to  reallocate  the  FIF  resources  from  the  requesting  field  office  to  an¬ 
other  FBI  field  office  with  an  expanding  FIF  crime  problem;  (2)  the  severity  of  the 
local  field  office’s  HCF  crime  pronlem  as  compared  to  the  national  HCF  crime  prob¬ 
lem;  (3)  the  need  to  reallocate  the  available  FIF  resorzrces  to  another  field  office 
with  a  more  significant  HCF  crime  problem;  and  (4)  the  availability  of  funding  to 
effect  any  required  transfers. 

If  the  request  is  justified,  the  field  office  will  be  notified  of  the  approval,  in  addi¬ 
tion,  FBI  Headquarters  will  make  the  appropriate  quarterly  notifications  to  Depart¬ 
ment  of  Justice,  in  compliance  with  Concessional  reporting  requirements  specified 
in  the  Crime  Control  Act  of  1990.  Because  of  the  above  review  orocess,  the  proposed 
reallocation  would  not  negatively  impact  upon  the  FBI’s  FIF  efforts. 

ORGANIZED  CRIME  DRUG  ENFORCEMENT  PROGRAM 

Question.  The  1995  request  for  Organized  Crime  Drug  Enforcement  would  de¬ 
crease  by  $12.5  million  and  150  positions.  Indeed,  funding  would  be  $17.6  million 
below  the  level  necessary  to  maintain  base  operations.  The  FBI  and  the  DEA  are 
both  significant  participants  in  this  program.  The  FBI  would  lose  80  positions  as 
part  of  this  reduction,  including  50  support  positions  and  30  agents.  These  reduc¬ 
tions  are  in  addition  to  the  861  positions  that  would  be  lost  in  the  primary  FBI  ac¬ 
count.  What  is  the  rationale  for  this  reduction? 

Answer.  The  rationale  for  the  proposed  reductions  are  believed  to  rest  entirely  on 
fiscal  considerations.  The  President  has  made  a  commitment  to  reduce  the  Federal 
deficit  by  downsizing  the  Federal  workforce  and  achieving  savings  in  administrative 
costs.  The  proposed  reductions  in  fiscal  year  1995  represent  the  FBI’s  share  of  these 
deficit  reduction  initiatives  as  they  affect  the  Organized  Crime  Drug  Enforcement 
program. 

Question.  Can  the  President’s  recently  announced  violent  crime  initiative  be  im¬ 
plemented  if  this  reduction  is  accepted  by  the  Congress? 

Answer.  Yes.  The  President's  recently  announced  violent  crime  initiative  can  be 
implemented. 

Question.  What  is  the  relationship  between  the  existing  Organized  Crime  Drug 
Enforcement  activities  of  the  Justice  Department  and  the  new  Violent  Crime  initia¬ 
tive?  Will  there  be  coordination  between  the  two  activities,  or  will  they  be  separate? 

Answer.  Within  the  FBI,  the  Organized  Crime  Drug  Enforcement  activities  and 
Violent  Crime  initiative  are  coordinated  successfully  hy  FBI  field  office  manage¬ 
ment.  Additionally,  at  FBI  Headauarters,  there  is  effective  communication  and  co¬ 
ordination  among  the  mangers  of  both  programs. 

PROPOSED  STAFFING  REDUCTIONS 

Question.  Director  Freeh,  on  Tuesday  before  the  House  Commerce-Justice-State 
Subcommittee,  you  stated  that,  “Crime  in  the  United  States  is  a  disaster  *  ♦  It 
is  a  disaster  of  the  first  magnitude.”  The  budget  reouest  for  the  FBI  does  not  seem 
to  reflect  that  urgency.  My  understanding  is  that  $177  million  of  the  budget  you 
sent  to  0MB  was  eliminated  in  the  President's  budget.  In  addition,  you  are  being 
told  to  cut  861  positions.  In  total,  the  request  of  $2,138  billion  is  $27.9  million  below 
the  level  needed  to  maintain  base  operations.  Finally,  there  is  no  explicit  re<mest 
for  fiinding  FBI  programs  through  the  Crime  Control  Fund,  although  Senator  Byrd 
and  I  successfully  offered  an  amendment  to  the  Senate  Crime  Bill  to  authorize  up 
to  $260  million  over  five  years  for  additional  funding  for  the  Agency, 

If  crime  is  such  a  national  disaster,  how  can  we  justify  a  cut  of  861  positions  and 
$27.9  million  in  base  reductions  for  the  FBI? 

Answer.  Of  the  $2,249  billion  budget  request  sent  to  0MB,  we  received  $2,138  bil¬ 
lion  in  the  Ptesident’s  budget;  thereby  establishing  a  cut  of  $110  xxiillion.  Although 
in  this  year  we  will  maintain  the  number  of  FBI  agents  as  in  the  previous  year, 
we  plan,  on  both  the  agency  and  departmental  level,  to  vigorously  increase  efforts 
in  anating  violent  crime.  Within  the  FBI  is  an  initiative  to  redirect  600  agents  from 
administrative  positions  to  the  streets.  From  a  departmental  standpoint,  the  De¬ 
partment  of  Justice’s  1995  budget  request  also  includes  $2.4  billion  in  support  of 
the  Clime  Bill.  These  fiinds  will  be  used,  in  part,  to  put  100,000  new  police  officers 
on  the  streets,  to  help  States  track  criminal  histories,  to  implement  border  control 
and  immigration  reform  strategies,  to  construct  and  lease  aaditional  corrections  fa¬ 
cilities,  €md  to  implement  a  series  of  programs  to  assuage  juvenile  gang  violence. 
We  at  the  FBI  recognize  the  efficacy  or  a  combined  criminal  enforcement  effort,  and 
we  look  forward  to  working  with  our  criminal  justice  colleagues,  on  the  Federal 
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agency  level  and  the  State  and  local  levels,  to  carry  out  the  President’s  anti-crime 
initiatives. 

Question.  Where  will  the  cut  of  861  positions  come  from?  Realistically,  can  they 
all  come  from  support  staff? 

Answer.  The  net  reduction  of  861  positions  consists  of  5  agent  and  856  support 
positions.  The  net  loss  of  agent  positions  is  attributable  to  reductions  proposed  in 
the  Organized  Crime  Drug  Enforcement  program.  The  net  loss  of  856  support  posi¬ 
tions  (842  FTE)  would  affect  both  FBI  field  offices  (-341  FTE)  and  FBI  Head¬ 
quarters  ( -  501  FTE). 

At  this  point,  the  FBI  anticipates  maintaining  its  funded  agent  complement,  In¬ 
deed,  the  Administration  specifically  provided  the  FBI  with  ftinding  in  its  fiscal  year 
1995,  direct  appropriation  to  maintain  agent  staffing  at  previous  year  levels.  The 
FBI  will  make  ^1  attempts  possible  to  ensure  the  reductions  in  agent  staffing. 

Question.  What  impact  will  the  reduction  in  support  staff  have  on  agents  in  the 
field? 

Answer.  The  loss  of  support  workyears  will  require  FBI  Agents  to  assume  routine 
investigative  activities  such  as  performing  criminal  arrest  record  and  credit  checks, 
taking  complaints  from  the  public,  monitoring  court-approved  electronic  surveil¬ 
lance,  and  conducting  surveillance  of  fixed  locations  and  suspects.  Previously,  the 
FBI  had  shifted  many  of  these  functions  from  agents  to  specially  trained  support 
employees  as  a  cost  saving  move.  Additionally,  there  will  be  fewer  professional  and 
clerical  support  personnel  at  FBI  Headquarters  to  support  field  operations. 

The  restructuring  of  FBI  Headquarters  will  also  necessitate  the  hiring  of  some 
professional  personnel  to  fill  vacancies  created  by  the  redeployment  of  agents  to  in¬ 
vestigative  positions.  For  example,  chemists,  biologists,  attorneys,  and  other  profes¬ 
sion's  will  have  to  be  hired  to  maintain  current  levels  of  service  to  Federal,  State, 
and  local  law  enforcement  by  the  FBI  Laboratory  and  to  staff  the  FBI’s  Legal  Coun¬ 
sel  Division.  The  proposed  reduction  of  842  support  workyears  in  fiscal  year  1995 
may  make  it  difficult  to  effect  the  planned  restructuring  of  FBI  Headquarters  in  an 
efficient  manner  and  without  an  adverse  impact  upon  operations. 

MINIMUM  MANDATORY  SENTENCES 

Question.  A  key  provision  of  the  Senate  Crime  Bill  authorizes  the  Federal  Govern¬ 
ment  to  build  up  to  10  regional  prisons.  States  could  incarcerate  their  prisoners  in 
these  regional  prisons  if  they  change  State  law  to  require  that  violent  offenders 
serve  at  least  85  percent  of  their  sentence.  Isn’t  this  a  way  to  get  at  the  problem 
of  the  early  release  of  violent  criminals? 

Answer.  Yes.  Additional  prison  capacity  is  one  way  to  accomplish  that  goal. 

Question.  Would  you  support  such  an  approach?  Do  you  believe  it  should  be  in¬ 
cluded  in  the  final  version  of  a  crime  bill? 

Answer.  As  a  matter  of  policy,  it  would  not  appear  appropriate  for  the  FBI  to  en¬ 
dorse  specific  legislation.  However,  as  stated  in  my  opening  statement  before  the 
Subcommittee,  dangerous  offenders  must  not  be  released  prematurely  and  allowed 
to  repeat  the  crimes  for  which  they  have  previously  been  convicted.  Policy  and  laws 
needed  to  accomplish  this  goal  should  be  promulgated  through  the  legislative  proc¬ 
ess  and  once  established,  the  FBI  will  do  its  part  to  support  such  efforts. 

NEW  AGENT  CIASSES 

Question.  The  FBI  normally  loses  at  least  200  agents  to  attrition  and  retirement 
during  a  normal  year.  That  number  may  even  increase  in  the  coming  year,  due  to 
the  age  and  retirement  eligibility  of  many  agents.  However,  your  budget  does  not 
include  funding  for  any  new  agent  classes.  Will  you  hold  any  new  agent  classes  in 
1995?  How  many  classes,  and  how  many  new  agents  will  be  hired? 

Answer.  Yes.  The  FBI  anticipates  conducting  seven  classes  to  train  250  new 
agents  in  fiscal  year  1995. 

Question.  What  funds  will  be  required  to  hold  these  classes  and  hire  new  agents? 
Where  will  these  funds  come  from? 

Answer.  Applicant  processing  costs,  training  costs,  as  well  as  pay,  benefits,  and 
equipment/supply  costs  are  required  to  train  and  employ  each  agent  during  his/her 
career  with  the  FBI.  The  total  additional  cost  to  hire  these  250  new  agents  includes 
$28,000  per  agent  for  firearms,  laundry  and  meals  costs  during  training  and  $1,000 
per  agent  for  background  investigations.  This  totals  $29,000  per  agent,  for  a  total 
of  $7,250,000  for  applicant  processing  and  training. 

Funding  to  hire  and  train  the  250  new  agents  anticipated  in  fiscal  year  1995  will 
come  from  the  FBI’s  base  level  training  and  applicant  program  funding. 
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Senator  Rollings.  The  subcommittee  will  now  hear  from  the 
Drug  Enforcement  Administration,  whose  request  for  fiscal  year 
1995  is  $723,714,000,  an  increase  of  $1.7  million  above  the  amount 
appropriated  for  this  year. 

Appearing  before  our  subcommittee  is  our  new  and  distinguished 
Administrator  of  the  DEA,  Thomas  A.  Constantine,  who  comes 
after  an  illustrious  career  with  the  New'  York  State  Police.  And 
that  there  should  have  given  you  a  good  experience  in  your  efforts 
here  to  encourage  cooperation  with  the  many  and  varied  law  en¬ 
forcement  agencies. 

Joining  Administrator  Constantine  is  Mr.  Stephen  H.  Greene, 
the  Deputy  Administrator,  and  Donald  P.  Quinn,  the  Assistant  Ad¬ 
ministrator  for  Operational  Support. 

We  welcome  you  to  the  hearing,  and  we  have  your  statement,  sir. 
It  will  be  included  in  the  record  in  its  entirety.  And  as  I  say,  you 
can  deliver  it  as  you  wish  or  highlight  it  as  you  wish. 

[The  statement  follows:] 

Statement  of  Thomas  A.  Constantine 

Mr.  Chairman  and  Members  of  the  Subcommittee:  It  is  an  honor  to  appear  before 
you  today  in  my  first  Congressional  hearing  since  assuming  the  position  of  Adminis¬ 
trator  of  the  Drug  Enforcement  Administration.  I  feel  that  as  we  discuss  DEA’s  fis¬ 
cal  year  1995  budget  request,  it  is  appropriate  to  talk  to  you  today  about  our  na¬ 
tion’s  drug  problem,  its  relationship  to  violence,  my  concerns  about  the  future  of  our 
nation's  youth,  and  DEA’s  role  in  dealing  with  dl  of  these  situations. 

Before  I  begin.  I'd  like  to  say  a  few  words  about  what  DEA  is  up  against.  As  an 
oraanization  of  slightly  more  than  7,000  people — of  which  3,400  are  special  agents — 
DEA  faces  a  formidable  challenge.  Drug  organizations,  operating  both  domestically 
and  internationally,  use  sophisticated  communications  equipment  the  Federal  Gov¬ 
ernment  can  only  dream  of  purchasing.  We  are  facing  the  reality  that  our  techno¬ 
logical  capabilities  may  never  equal  those  of  the  trafficKers.  Drug  organizations  have 
simply  outgunned,  outmanned  and  outspent  their  Federal  competitors.  This  is  clear¬ 
ly  mustrated  by  the  fact  that  a  single  drug  organization,  the  Herrera  group  operat- 
injg  in  New  York,  made  an  annual  profit  three  times  the  size  of  DEA’s  entire  world¬ 
wide  budget. 

While  this  is  a  sobering  fact,  I  don’t  think  we  should  be  discouraged.  Knowing 
that  these  are  tight  fiscal  times  and  that  our  nation  is  confronting  important  issues, 
we  need  to  spend  our  money  wisely  on  effective  programs.  DEA  is  doing  everything 
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possible  to  be  one  st^  ahead  of  the  trafficking  organizations  and  to  anticipate  shifts 
in  priorities  and  trafficking  patterns.  We  will  continue  to  match  wits  with  the  most 
ruffiless,  innovative  and  resourceful  criminals  around  the  world. 

Mr.  Chairman,  you  and  the  other  Members  of  the  Subcommittee  are  aware  of  how 
serious  our  crime  problem  is.  However,  every  once  in  a  while  we  all  need  to  be  re¬ 
minded  of  the  continuing  relationship  between  violent  crime  and  drugs. 

The  rate  of  violent  crime  has  increased  371  percent  since  1960.  It  has  increased 
nine  times  faster  than  the  increases  in  population.  In  1960,  an  average  of  666  vio¬ 
lent  crimes  were  reported  daily;  by  1991,  this  daily  number  was  over  5,200.  Accord¬ 
ing  to  the  FETs  Unified  Crime  Report,  9,140  people  were  murdered  in  the  United 
States  in  1960;  in  1992,  almost  24,000  Americans  were  murdered.  The  murder  rate 
per  hundred  thousand  population  almost  doubled  in  that  time  period.  Agwavated 
assaults  are  also  way  up:  in  1960  there  were  just  over  130,000  assaults  in  America; 
in  1992,  there  were  1.1  million.  And  another  dramatic  statistic:  in  1960,  a  murder 
was  committed  every  58  minutes;  in  1992,  a  murder  occurs  every  22  minutes. 

After  increasing  significantly  since  1960,  homicide  rates  declined  for  all  age 
groups  in  the  early  1980Vi.  Then,  in  1985,  it  again  increased,  a  jump  attributable 
to  the  appearance  of  crack  cocaine  that  year  and  the  involvement  of  juveniles  in  the 
commission  of  violent  crime.  The  explosive  nature  of  the  crack  trade,  and  the  phys¬ 
iological  effects  that  crack  has  on  the  human  body,  resulted  in  an  esctilation  of  vio¬ 
lence  in  our  nation’s  urban  areas  and  rural  parts  of  our  country. 

The  links  between  drugs  and  violent  crime  are  clear.  A  recent  study  showed  that 
48  percent  of  all  homicides  are  drug-related.  National  crime  victimization  surveys 
in  1989  and  1990  revealed  that  over  2  million  crimes  are  committed  by  offenders 
under  the  influence  of  drugs  or  alcohol.  This  figure  represents  35  percent  of  the 
total  number  of  violent  crimes  recorded  in  those  surveys. 

While  the  effect  of  violent  crime  on  all  of  us  is  a  major  concern,  I  am  most  worried 
about  the  impact  that  drugs  and  crime  are  having  on  our  children.  Increasingly, 
children  are  both  the  perpetrators  and  victims  of  violent  crime.  Juveniles  and  young 
adults  are  committing  violent  crimes  in  the  United  States  at  higher  rates  than  ever 
before  even  though  demographic  studies  indicate  that  teenagers  are  a  smaller  per¬ 
centage  of  our  population  than  at  previous  times.  Crime  and  demographic  studies 
anticipated  that  the  violent  crime  rate  would  drop  since  there  were  fewer  teenagers. 
It  did  not.  Between  1985  and  1991,  arrest  rates  for  criminal  homicide  increased 
among  13  and  14  year  old  males  by  140  percent,  among  15  year  old  males  by  217 
percent,  among  16  year  old  males  by  158  percent,  eunong  17  year  old  males  by  121 
percent  and  among  18  year  old  males  by  113  percent.  In  short,  since  1985,  there 
has  been  a  24  percent  increase  in  the  homicide  rate,  and  a  36  percent  increase  in 
overall  violent  crimes  mainly  because  of  the  upsurge  in  violence  among  young  boys. 
If  you  took  15-17  year  old  males  out  of  the  crime  statistics,  there  would  be  only 
a  1  percent  increase  in  the  violent  crime  rate  since  1987.  With  the  continuing  easy 
avfiulability  of  drugs,  and  with  demographic  trends  indicating  that  a  larger  teenage 
population  is  on  the  way,  I  am  concerned  that  unless  we  take  some  dramatic  steps, 
we  will  be  facing  five  to  ten  more  years  of  rising  juvenile  violent  crime. 

Teenagers  are  also  the  population  group  hardest  hit  by  crime:  even  though  they 
comprise  only  14  percent  of  our  population,  teenagers  are  the  victims  in  three  of 
ten  violent  crimes.  The  firearm  death  rate  among  teenagers  15-19  increased  77  per¬ 
cent  from  1985  to  1990.  Homicide  is  the  leading  cause  of  death  among  black  Ameri¬ 
cans  aged  15  to  34.  Over  half  of  all  violent  crimes  against  teenagers  ages  12-19 
occur  in  school  buildings,  on  school  property  or  on  the  street.  And  five  percent  of 
American  teens,  without  jobs  and  not  in  school,  have  no  productive  role  in  society. 

When  we  were  young,  we  did  not  have  to  worry  about  guns  and  gangs  in  our 
schools.  But  children  today  are  living  in  a  state  of  siege.  Recent  drug  use  and  drug- 
attitude  statistics  are  reason  for  deep  concern  as  they  indicate  that  after  years  of 
steady  progress  in  reducing  dru^  use  among  young  people  it  is  again  up.  For  exam¬ 
ple,  use  of  drugs  other  than  marijuana  among  high  school  seniors  increased  between 
1975  and  1981,  and  then  decreased  significantly  every  year  until  1992.  Drug  use 
by  seniors  in  high  school  increased  by  4  percent  between  1992  and  1993. 

In  1993,  significantly  fewer  students  also  felt  that  there  is  great  risk  associated 
with  drug  use.  Even  crack  cocaine  is  not  perceived  as  a  great  risk  by  some  students. 
Last  year,  42.9  percent  of  high  school  seniors  had  used  an  illicit  drug  at  least  once 
by  the  time  they  reached  their  senior  year  in  high  school. 

The  use  of  marijuana  was  up  among  8th,  lOtn  and  12th  giaders  last  year.  So  was 
the  use  of  inhalants  by  eighth  graders. 

These  facts  are  deeply  disturbing,  but  I  can  assure  you  that  the  Drug  Enfor^- 
ment  Administration  is  committed  to  addressing  the  violence  and  degradation  of  life 
that  drug  trafficking  has  spawned. 
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DEA  is  designated  as  the  lead  drug  law  enforcement  agency  in  the  nation^  and 
as  such  has  a  major  role  to  play  in  the  identification  and  msmantling  of  drug  traf¬ 
ficking  organizations  around  the  globe.  For  the  past  twenty  years,  DEA  has  contrib¬ 
uted  to  the  worldwide  efforts  to  reduce  drug  trafficking  ana  to  separate  traffickers 
from  their  ill-gotten  gains.  Currently,  we  have  a  presence  in  50  countries  and  in  all 
the  major  cities  of  the  United  States. 

We  cannot  forget  that  most  of  the  violent  drug-related  crimes  which  are  commit¬ 
ted  in  the  United  States  have  direct  links  back  to  the  ruthless  drug  cartels  which 
operate  around  the  world.  For  every  child  in  Chicago  or  Detroit  or  New  York  who 
is  caught  in  the  crossfire  of  rival  gangs,  a  cartel  leader  grows  rich  off  the  misery 
of  the  inner-city.  For  every  mother  that  has  lost  a  child  to  drugs,  another  mother 
in  Cali,  Colombia  gives  a  son  over  to  the  drug  lords  who  run  the  cocaine  trade.  The 
cartels’  profits  create  a  great  loss  in  America. 

Who  are  these  major  drug  traffickers  we  are  battling  every  day?  They  are  the 
heads  of  tightly  controlled  organizations  capable  of  processing  and  transporting 
thousands  of  kilos  of  cocaine  to  the  United  States  each  year.  They  run  multi-na¬ 
tional  corporations  with  discipline  and  secrecy,  laundering  billions  of  dollars  to  con¬ 
ceal  the  source  of  their  profits.  They  are  ruthless  drug  lords  who  have  franchises 
in  every  m^'or  city,  operating  in  a  structure  of  cells  to  prevent  one  element  of  the 
organization  from  knowing  what  the  others  are  doing.  They  are  the  prototypes  of 
organized  crime  in  the  1990’s,  combining  the  business  acumen  of  the  Mafia  and  the 
cell  structure  of  terrorist  organizations.  We  should  never  overlook  the  fact  that  al¬ 
though  these  cartel  operators  portray  themselves  as  businessmen,  their  only  busi¬ 
ness  is  peddling  death  to  Americans. 

After  studying  the  operations  of  the  cocaine  cartels  for  several  years,  DEA  de¬ 
vised,  in  1991,  a  strate^  to  target  the  vulnerabilities  of  these  organizations.  This 
approach  is  called  our  “Kingpin  Strategy”  which  systematically  identifies  and  seeks 
to  disrupt  all  aspects  of  the  cartels’  operations.  We  have  targeted  12  drug  organiza¬ 
tions  operating  around  the  world—eiMt  cocaine  and  four  heroin — ^which  are  respon¬ 
sible  for  80  percent  of  the  cocaine  and  most  of  the  heroin  entering  the  United  States. 
The  main  goal  of  this  strategy  is  to  exploit  the  cartels’  drug  processing  capabilities 
by  reducing  the  flow  of  chemicals,  disrupting  their  transportation  ana  communica¬ 
tions  networks,  and  dismantling  their  financial  infrastructure. 

Through  our  top  to  bottom  approach,  we  have  been  able  to  thwart  one  organiza¬ 
tion  alone  from  shipping  in  over  56  metric  tons  of  cocaine.  Our  actions  have  also 
resulted  in  the  loss  or  $70  million  for  another  msjor  trafficking  organization. 

Because  of  its  global  nature,  and  because  intensive  Title  III  wire  intercepts  of 
international  and  domestic  communications  are  at  the  heart  of  this  approach,  the 
strategy  is  expensive.  Title  Ill’s  have  proven  to  be  our  most  effective  tool  for  getting 
inside  the  inner  workings  of  the  caHels,  but  these  require  numerous  personnel 
maiw  of  whom  are  capable  lin^sts  with  security  clearances. 

DEA  is  also  committed  to  oismantling  the  trafficking  networks  operating  within 
our  borders.  These  criminals  have  a  direct  impact  on  the  lives  of  Americans  in 
Omaha,  &ranton,  Charleston  and  Albany.  They  are  responsible  for  the  violence  and 
killings  in  our  own  backyard.  And  while  they  may  not  have  the  sophistication  and 
resources  that  the  Colombian  cartels  have,  they  are  just  as  important  to  us  because 
they  operate  on  the  same  streets  our  children  take  to  school,  and  they  live  in  the 
same  communities  as  we  do. 

For  years,  we  have  been  dealing  with  violent  criminals  who  are  involved  in  the 
drug  trade,  and  we  have  an  important  role  to  play  in  our  nation’s  current  efforts 
to  reduce  violence  on  the  streets  of  America.  As  Administrator  of  DEA,  I  have  as¬ 
sured  the  Attorney  General  that  we  will  work  side  by  side  with  our  partners  from 
State  and  local  law  enforcement  to  address  this  violence.  DEA  has  joined  INS  and 
the  U.S.  Marshals  Service  in  a  commitment  to  work  with  the  U.S.  Attorneys  in  each 
Federal  judicial  district  to  devel^  and  implement  a  comprehensive  investigative 
strategy  targeting  violent  crime.  DEA  is  fully  committed  to  this  policy  and  I  have 
asked  all  of  our  Special  Agents  in  Charge  to  meet  with  their  Federal,  State  and  local 
counterparts  to  assess  the  violent  crime  problem  in  their  areas  and  to  submit  joint 
investigative  plans  by  mid-April. 

Our  DEA  field  divisions  are  already  working  on  violent  crime  through  our  domes¬ 
tic  program,  but  I  think  we  can  and  must  do  more.  We  are  building  on  our  success¬ 
ful  State  and  local  task  force  program  which  combines  the  iurisdictional  expertise 
of  our  counterparts  with  the  investigative  expertise  of  Federal  law  enforcement. 
DEA  operates  103  Task  Forces  which  are  composed  of  over  1,500  State  andjocal 
officers. 

Throughout  the  country,  DEA  is  working  with  State  and  local  enforcement  ^en- 
cies  to  eradicate  marijuana  and  dismantle  marijuana  trafficking  organizations,  iden¬ 
tify  and  eliminate  heroin  trafficking  organizations  in  the  UniW  States,  prevent  the 
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diversion  of  licit  drugs,  arrest  those  trafBcking  in  dangerous  drugs,  seize  traffickers’ 
assets,  and  help  localities  in  High  Intensity  Dmg  Trafficking  Areas  address  their 
specific  drug  trafficking  problems. 

We  are  also  working  to  free  public  housing  residents  from  the  tyranny  of  the  local 
traffickers  who  have  been  able  to  operate  with  impunity.  And  DEA’s  Demand 
duction  program  in  our  nineteen  field  divisions  is  working  with  school  children,  local 
police,  parents  and  community  organizations  to  empower  communities  to  deal  v/ith 
the  problems  of  drug  abuse  and  trafficking. 

In  short,  DEA  is  committed  and  able  to  positively  impact  on  the  quality  of  life 
in  the  United  States  by  facing  the  tough  challenge  of  £smantling  drug  networks 
which  are  the  source  of  the  drugs  and  violence  which  have  eroded  our  communities. 
But  I  don’t  want  to  leave  you  with  the  impression  that  this  will  be  easy,  or  that 
it  will  happen  overnight. 

DEA  will  continue  to  work  with  the  flexibility  and  innovation  that  are  the  hall¬ 
marks  of  our  organization,  knowing  full  well  that  we  must  work  within  tight  budget 
limits.  For  fiscal  year  1995,  DEA  is  requesting  5,315  positions  (2,576  Special 
Agents),  5,388  workyears,  and  $723,714,000  through  its  direct  appropriation.  In  the 
Diversion  Fee  Account,  which  is  funded  through  fees  paid  by  registrants,  DEA  is 
requesting  588  positions  (12  special  agents),  584  workyears,  and  $43,431,000. 

In  addition  to  the  resources  requested  through  direct  appropriation  and  the  diver¬ 
sion  fee  account,  DEA  is  also  requesting  1,000  positions  (779  Special  Agents),  987 
FTE,  and  $95,899,000  in  the  1995  consolidated  budget  request  for  the  Organized 
Crime  and  Drug  Enforcement  Task  Force  (OCDETF)  program,  OCDETF  resources 
are  contained  in  the  Department  of  Justice  Organized  Crime  Dmg  Enforcement  ap¬ 
propriation  and  will  be  allocated  to  DEA  on  a  reimbursable  basis. 

These  requests  contain  no  enhancements.  There  are  decreases  for  administrative 
costs  savings  and  locality  pay  absorption.  These  reductions  will  require  DEA  to  as¬ 
sess  ongoing  programs  and  reprioritize  enforcement  initiatives.  This  will  include  re¬ 
alignment  of  Headquarters  activities  and  reassignment  of  special  agents  currently 
performing  headquarters  responsibilities  to  field  assignments.  Less  important  pro¬ 
grams  will  be  eliminated  and  others  scaled  back,  but  DEA’s  essential  programs  will 
be  maintained.  In  some  cases,  DEA  will  be  required  to  internally  reprogram  funds 
in  order  to  support  priority  pro-ams. 

I  would  like  to  thank  the  Committee  for  your  ongoing  support  for  DEA’s  pro¬ 
grams,  and  I  would  be  happy  to  answer  any  questions  you  might  have. 

OPENING  STATEMENT 

Mr.  Constantine.  Senator,  first  of  all,  it  is  an  honor  to  be  here. 
As  you  have  said,  I  have  only  been  on  the  job  SVb  weeks,  and  I 
hope  you  will  be  patient  with  me.  I  inherited  the  opportunity  to 
present  the  DEA  budget.  However,  I  think,  rather  than  read  the 
statement,  I  would  just  as  soon  highlight  it,  because  some  may  be 
redundant  with  respect  to  Director  Freeh’s  testimony. 

LAW  ENFORCEMENT  FISCAL  CONSTRAINTS 

However,  I  think  two  things  are  worth  mentioning.  Prior  to  com¬ 
ing  here,  I  did  have  a  34-year  career  in  State  and  local  law  enforce¬ 
ment.  A  lot  of  that  activity  involved  major  crimes  investigation — 
homicide,  rapes,  robberies,  organized  crime,  and  narcotics.  And  I 
also  served  in  the  tight  State  fiscal  situation,  in  New  York  State, 
from  1988  until  1993,  a  difficult  time.  So,  I  think  some  of  those 
things  may  equip  me  for  my  present  position. 

DEA,  and  I  think  all  of  law  enforcement,  as  you  will  hear,  is  in 
a  very  difficult  situation  right  now.  DEA  is  a  relatively  small  orga¬ 
nization  when  you  compare  it  to  the  problems  that  exist  today; 
7,000  total  employees  and  approximately  3,400  agents. 

What  we  are  running  into  more  now  are  these  tremendous  inter¬ 
national  drug  trafficking  organizations  that,  in  all  honesty,  have 
more  financial  resources,  equipment,  and  communications  abilities 
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than  any  law  enforcement  agency  in  this  country — and  probably 
more  than  anybody  in  the  world. 

I  will  give  vou  an  example.  One  of  the  major  investigations  that 
was  taken  down  by  the  Drug  Enforcement  Administration  in 
1991 — and  I  was  familiar  with  tnis  case  because  many  of  the  play¬ 
ers  in  that  investigation  were  members  of  the  New  York  State  Po¬ 
lice  assigned  to  the  joint  task  force  in  New  York  City.  The  profit 
of  that  organization,  which  is  tagged  the  Herrera  organization,  was 
three  times  larger  than  the  DEA  budget. 

So,  we  are  confronting  a  threat  that  is  in  many  ways  enormous. 
And  we  have  to  spend  our  money  wisely.  And  we  nave  to  anticipate 
some  shifts  in  trafficking  because  these  are  very,  very  astute  peo¬ 
ple,  who  are  able  to  adjust  their  operations  to  our  strategies,  it 
seems,  very  quickly. 


INCREASED  DRUG  PROBLEMS 

Senator  Holdings.  Let  me  ask  you  this,  since  we  are  together. 
I  remember  as  a  young  lawyer  I  was  called — I  was  running  down 
to  the  jail.  I  was  the  only  fellow  that  would  work  on  the  weekend. 
And  one  fellow  said,  would  you  call  this  lawyer?  He  was  a  drug 
case.  And  I  called  the  lawyer  in  New  York.  And  he  said,  yes,  we 
will  put  up  his  bond.  I  will  fly  down.  It  was  a  $100,000  bond,  which 
was  Dig  money  back  in  the  early  fifties. 

And  we  put  up  his  bond  and  everything  else  like  that.  And  I  said, 
I  want  to  talk  to  him  and  interview  him  if  I  am  going  to  try  this 
case,  and  find  out  anything.  He  said,  you  do  not  have  to  talk  to 
him.  Here  is  $5,000.  Just  tell  us  when  we  are  going  to  put  in  our 
plea,  and  I  will  have  his  wife — he  has  got  a  wife  and  one  child — 
and  we  would  like  you  to  put  in  a  plea  for  him. 

And  I  did  it.  I  said,  man,  this  is  a  happy  day.  I  do  not  have  to 
know  an3fthing  about  the  case.  You  could  tell  he  was  just  a  courier. 
But  later  when  I  became  Governor,  we  did  not  have  any  drugs.  We 
had  a  few  coming  through  Charleston  on  shipping — couriers  that 
would  pick  it  up.  But  we  did  not  have  35  years  ago  when  Nelson 
Rockefeller  and  I  were  elected  Governors,  we  did  not  have  drug 
cases  for  my  South  Carolina  Law  Enforcement  Division.  We  had, 
like  you  say,  rapes,  crime,  homicide,  safe  crackers,  and  that  kind 
of  thing. 

It  is  unbelievable  today.  Seventy  percent  of  all  crime  in  South 
Carolina  is  drug  related  now.  It  is  all  over.  And  I  guess  it  is  just 
overwhelming  up  there  in  New  York. 

Has  that  been  your  experience  with  the  30-some  years  you  have 
had  in  it? 

Mr.  Constantine.  Well,  one  of  the  things  that — I  was  sitting 
here  listening  when  Director  Freeh  and  the  questions  that  you  and 
Senator  Kerrey  asked — I  am  afraid  sometimes  that  not  everybody 
recognizes  just  how  bad  it  has  become.  Although  I  think  over  the 
last  6  months  to  1  year,  the  American  people  are  pretty  smart  and 
they  recognize  how  much  they  have  had  to  change  their  life. 

I  will  give  you  an  example.  In  New  York  State  where  I  come 
from — and  you  are  right,  the  drug  problem  is  everywhere,  and  it 
creates  a  tremendous  engine  driving  violence.  In  1960,  in  that 
State,  with  the  population  not  having  changed  a  great  deal  since 
then — New  York  State  is  not  like  many  of  your  States  with  popu- 
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lation  growth — the  murder  rate  went  from  481  murders  to  2,600, 
and  the  robberies  from  7,000  to  120,000. 

Nationwide,  the  violent  crime  rate  has  gone  up  nine  times  faster 
than  the  increase  in  population. 

A  lot  of  that,  as  tne  Senator  mentioned,  really,  the  sixties  and 
the  seventies  were  periods  of  great  growth,  supposedly  demo¬ 
graphic,  based  on  the  age  of  the  baby  boom  population. 

In  1982,  1983,  and  1984,  there  were  stabilizations  and  reductions 
in  the  violent  crime  rate.  And  then,  in  1985,  somebody  invented 
crack  cocaine,  which  people  had  really  not  heard  of  before,  and  two 
things  happened.  It  had  tremendous  addictive  properties.  And  then 
it  became  a  drug  available  to  very  poor  people  because  of  the  price 
at  which  it  was  sold  on  the  streets  of  our  cities. 

And  you  are  right,  75  percent  of  the  crime  and  fully  50  percent 
of  the  murders  are  directly  related  to  drugs.  What  we  find  is  the 
police  are  more  and  more  unable  to  solve  the  crimes  because  the 
crimes  have  increased  nine  times  the  size  of  the  population.  And 
law  enforcement  strength  and  capabilities  have  stayed  about  the 
same  as  they  were  in  the  1960*s. 

JUVENILE  VIOLENT  CRIME 

The  problem  that  I  see,  and  that  I  mentioned  in  my  confirmation 
hearing,  and  I  think  it  is  worth  noting  for  everybody,  is  that  the 
greatest  growth  over  the  last  5  years  is  in  15-,  16-,  and  17-year- 
old  kids.  The  murder  rate  for  15-year-olds  in  this  country  since 
1986  has  gone  up  250  percent. 

Now,  that  is  in  the  face  of  the  fact  that  there  is  a  relative — in 
demographic  terms,  there  is  a  relatively  small  number  of  15-, 
16-,  and  17-year-olds  presently. 

iSvo  things — that  figure  is  going  to  change  by  the  year  2000. 
There  is  a  phenomenon  called  the  echo  of  the  baby  boom  in  which 
we  are  going  to  again  have  a  big  bulge  of  population  going  through 
America.  A  lot  of  them  will  be  15-,  16-,  ana  17-year-ola  kids. 

Couple  that  with  the  most  recent  information  that  we  are  getting 
on  drug  abuse,  where  from  roughly  1981  or  1982  up  until  probably 
3  or  4  months  ago — at  least  within  the  last  year — there  was  a 
sharp  drop  in  what  we  call  casual  drug  use.  Children,  on  self-re- 
ports,  at  certain  age  brackets,  8th,  10th,  and  12th  grade,  which  is 
a  consistent  figure  even  though  it  is  a  self-report,  have  now  shown 
a  fairly  significant  uptick  in  the  last  report. 

Secretary  Shalala  just  released  a  report  last  week  that  is  show¬ 
ing  simificant  increase  in  drug  abuse  and  that  people  are  losing 
their  fear  of  drugs  and  the  sanction  against  illegal  drugs.  And  then 
we  have  the  DAWN  reports,  which  are  hospital  admission  reports 
of  narcotic-related  incidents.  Overdose  incidents  have  gone  up  9 
percent  on  the  last  report. 

Now,  when  you  take  a  look  at  all  of  those  figures  coming  to¬ 
gether,  I  am  not  optimistic  that  this  situation  is  going  to  improve. 
In  fact,  it  has  all  the  capacity  to  further  deteriorate. 

DEA,  obviously,  inherits  a  large  role  for  Government  in  trying  to 
develop  a  Federal  strategy.  They  have  been  and  are  the  lead  agen¬ 
cy  in  the  Nation  not  only  by  desi^ation  by  Government,  but  really 
that  has  been  their  business  dating  back  to  1914  or  1917.  It  has 
been  my  experience  in  3V2  weeks  at  DEA  that  they  have  a  lot  of 
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talented  and  dedicated  people.  DEA  operates  in  60  countries 
throughout  the  world  and  in  every  major  city  of  the  United  States. 

KINGPIN  STRATEGY 

One  of  the  unusual  aspects  now  of  the  crack  cocaine  situation 
and  the  whole  cocaine  tramc  is  that  it  is  different  than  the  old  her¬ 
oin  traffic,  in  that  there  is  an  absolute  hierarchical  structure  that 
starts  in  foreign  countries  and  operates  in  our  country. 

And  just  to  explain  it  to  you,  80  percent  of  the  cocaine  coming 
into  the  United  States,  is  controlled  by  Colombia  cartels.  There  are 
individuals  in  Cali  who  have  set  up  organizations  and  dispatch  Co¬ 
lombian  nationals  to  the  United  States  to  operate  their  businesses 
within  the  United  States.  Some  of  our  people  have  said  that  they 
have  all  of  the  old  business  acumen  of  the  Mafia  and  all  of  the  vio¬ 
lence  of  terrorist  organizations. 

We  have  seen,  and  not  only  from  my  last  3y2  weeks,  but  in  my 
previous  position  in  the  New  York  State  Police  where  we  did  simi¬ 
lar  investigations,  individuals  are  sent  to  this  country  to  work  for 
those  organizations.  Some  of  them  are  specialists  in  how  to  order 
up  and  supply  communications  equipment  for  the  operation.  Some 
of  them  are  responsible  for  providing  rental  cars.  Some  are  provid¬ 
ing  safe  houses  for  both  money  and  narcotics. 

Individuals  often  do  not  want  to  provide  information,  even  upon 
arrest,  because  their  relatives  are  not  in  this  country.  And  their 
relatives  would  be  in  great  jeopardy  if  they  were  to  supply  informa¬ 
tion. 

Based  on  that,  my  predecessors  developed  the  kingpin  strategy, 
which  really  was  what  I  call  a  major  case  investigation  of  the  nar¬ 
cotics  industry  as  it  operates  in  the  United  States.  The  strategy 
has  been  successful  in  identif3dng  all  of  the  principals  and  leading 
to  huge  seizures  of  cocaine. 

I  just  talked  yesterd^  with  the  representative  from  New  Mex¬ 
ico — and  I  was  out  briefly  in  Houston  and  San  Antonio  on  Monday 
night  and  Tuesday  morning.  And  while  I  was  there,  the  DEA 
seized  5  tons  of  cocaine:  2V5  tons  out  of  a  trailer  in  Las  Cruces, 
NM;  2y2  tons  out  of  a  house  in  Conroe,  TX.  And  all  of  our  informa¬ 
tion  is  this  one  CTOup,  strongly  controlled  from  a  foreign  country, 
has  made  12  such  trips  with  about  5,000  pounds  each  time  in  the 
last  4  or  5  years. 

A  lot  of  this  then  becomes,  at  the  State  and  local  level,  a  violent 
crime  problem  because  of  the  use  of  crack  cocaine.  When  drugs 
were  being  used  recreationally  by  the  upper  and  middle  class — 
which  I  could  never  understand,  but  it  was  happening — they  recog¬ 
nized  the  dangers  in  the  mid-eighties  and  were  able  to,  in  many 
ways,  cease  usage. 

Unfortunately,  the  problem  then  wound  up  in  the  poorest  com¬ 
munities  in  our  country.  And  in  those  communities,  they  have  the 
fewest  options  to  be  able  to  deal  with  such  a  social  tragedy.  That 
created  a  tremendous  amount  of  violence. 

And  I  suspect  what  you  see  in  South  Carolina — which  I  am  now 
trying  to  help  out  and  become  more  familiar  with  towns  that  I  have 
driven  through,  like  Orangeburg,  which,  to  me,  with  Edisto  Gar¬ 
dens  and  places  like  that,  look  like  very  comfortable  small  towns 
that  have  adl  of  the  nice  things  that  a  northerner  associates  with 
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a  quiet  life  in  a  southern  town — however,  I  would  suspect  that  a 
lot  of  your  narcotics  traffickers  are  coming  from  the  msgor  cities, 
whether  it  is  Atlanta  or  Charleston. 

Senator  Rollings.  Right. 

Mr.  Constantine.  And  they  come  into  those  communities.  They 
exert  a  lot  of  violence.  They  get  into  turf  battles  with  the  local  drug 
distribution  outfits.  And  what  you  will  wind  up  with  is  bodies  ev¬ 
erywhere  in  the  street,  and  people  are  held  hostage  in  their  homes. 

And  I  think  that  there  is  much  more  that  can  be  done.  I  will  not 
go  into  the  litany  of  all  of  the  things  that  the  DEA  is  trying  to  do. 
One  is  the  big  international  investigations.  The  second  is  there  has 
to  be  a  lot  of  work  done  domestically. 

STATE  AND  LOCAL  TASK  FORCES 

There  are,  as  I  think  Senator  Kerrey  mentioned  and  you  talked 
about,  there  are  actual  gangs  in  this  country  who  are  moving  into 
communities  that  are  ill-equipped  to  face  the  problem,  and  by  the 
use  of  force  or  violence,  are  taking  over  that  whole  community.  And 
I  think  DEA  can  play  a  mayor  role  there.  We  already  have  103  task 
forces  with  1,500  agents. 

Coming  from  State  and  locad  government,  I  have  always  found 
the  DEA,  in  our  relationships  in  New  York  State,  was  extremely 
cooperative  and  virtually  all  that  I  learned  or  knew  about  narcotics 
I  really  learned  from  senior  and  experienced  DEA  agents  and  FBI 
agents. 

And  in  New  York  State  there  are  at  least  100  State  police  per¬ 
sonnel  assigned  to  DEA  offices  to  work  on  the  problems  throughout 
the  State.  There  are  similar  such  task  forces  throughout  the  coun¬ 
try,  and  I  know  there  are  some  in  your  State. 

But  we  recognize  these  are  tight  times  fiscally.  I  have  been 
through  this  before.  Some  may  question  my  intelligence.  I  took  the 
superintendents  job  at  the  State  police  after  4  or  5  years  of  afflu¬ 
ence.  And  I  was  there  about  6  months  in  the  largest,  most  serious 
recession,  which  lasted  for  5  years.  As  I  left  there,  they  had  a  sur¬ 
plus.  And  I  am  now  in  the  Federal  Government  when  they  are  in 
tough  fiscal  times. 

So,  I  have  looked  at  those  types  of  problems  previously.  We,  like 
the  FBI,  are  aware  of  the  fact  that  there  is  a  significant  loss  over 
the  last  2  or  3  years  of  numbers  of  personnel. 

My  philosophy  has  always  been,  in  managing  a  law  enforcement 
agency,  that  the  last  place  that  that  impact  should  be  felt  is  at  the 
field  agents  on  the  street  who  are  making  the  cases.  As  a  result, 
we  will  be  looking  at  where  in  headquarters  in  staff  positions  we 
can  make  cuts. 


BUDGET  REQUEST 

I  have  to  tell  you,  from  my  cursory  review  since  I  have  been 
within  the  agency,  the  DEA  is  a  lot  like  the  Marine  Corps.  There 
is  not  a  lot  of  fat  there.  Everybody  is  a  rifleman.  There  are  only 
231  special  agent  positions  in  headquarters  to  start  with.  There 
have  to  be  some  agents  to  coordinate  the  major  investigations  and 
to  provide  some  supervision  and  leadership.  But  I  can  assure  you, 
wherever  we  can  make  cuts,  if  we  have  to  make  cuts,  they  are 
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going  to  be  in  staff  or  support  positions.  But  I  also  have  to  be  very 
honest  with  you,  in  that  with  the  magnitude  of  the  budget  implica¬ 
tions  of  the  last  3  years,  some  of  the  cuts  are  going  to  be  painful, 
and  some  are  going  to  be  into  the  muscle  of  the  organization. 

I  do  not  flinch  from  those  responsibilities.  Those  come  with  posi¬ 
tions  of  leadership. 

We  are  requesting  this  year  a  budget  I  think  is  about  $1  million 
over  last  yem-’s  budget  of  $722,000.  Obviously,  we  have  absorbed 
increases  for  inflation  and  salaries. 

We  are  also  funded  by  the  “Diversion  control  fee”  account  and 
the  “OCDETF”  account.  And  with  that,  I  would  be  pleased  to  an¬ 
swer  any  questions  you  might  have. 

DIFFICULTIES  IN  INTERNATIONAL  ENFORCEMENT 

Senator  Rollings.  Very  good.  You  certainly  know  law  enforce¬ 
ment,  and  that  gives  me  heart  because  that  is  what  we  need  at  the 
DEA.  I  understand  that  you  and  the  Director  are  good  friends  and 
have  known  each  other,  so  we  automatically  get  the  coordination. 
And  incidentally.  Senator  Domenici,  I  have  had  an  opportunity  to 
meet  with  Mr.  Constantine  at  length,  expressing  my  feeling  that 
we  ought  to  get  out  of  a  lot  of  foreign  enforcement.  We  are  going 
to  continue  to  maintain  intelligence  operations  in  all  these  various 
countries,  but  we  need  to  refocus  some  attention  back  to  the  domes¬ 
tic  side  of  drug  enforcement. 

I  was  in  Bolivia  last  winter  and  came  away  with  my  beliefs  rein¬ 
forced.  I  do  not  criticize  the  DEA.  On  the  contrary,  I  compliment 
the  personnel  that  we  saw.  They  were  very  efficient  and  they  were 
very  competent.  It  was  not  anj^hing  wrong  with  the  personnel,  it 
was  the  policy  itself  of  trying  our  best  to  eradicate  cocaine.  That 
is  like  Sisyphus  trying  to  roll  that  rock  back  or  whatever  it  is.  We 
have  got  to  get  all  of  that. 

Senator  Domenici.  I  have  that.  Have  you  seen  that  in  my  office? 
I  have  Sisyphus  with  a  big  rock. 

Senator  Rollings.  You  do? 

Senator  Domenici.  Yes;  and  we  are  going  to  put  on  it  “Hollings- 
Domenici  pushing  a  rock.” 

STATE  AND  LOCAL  TASK  FORCES  REDUCTION 

Senator  ROLLINGS.  I  thought  that  was  my  head.  But,  if  we  can 
take  some  of  the  DEA  who  were  focused  in  South  America  and  put 
them  out  on  the  street  in  this  country,  that  is  the  wisest  use  of  our 
resources.  I  still  think  with  the  limited  resources  we  have  it  is  the 
art  of  the  possible.  There  are  a  lot  of  laws  I  would  like  to  pass,  and 
perhaps  several  of  them  I  would  like  to  repeal.  But  it  is  the  art  of 
the  possible,  and  that  is  more  or  less,  in  the  limited  situation  you 
have  Mr.  Constantine,  what  you  are  going  to  have  to  work  with. 
And  I  see  you  have  got  a  complete  understanding. 

But  when  you  say  that  you  are  going  through  a  reduction  in 
State  and  loc^  tacik  forces  of  $1.1  million  and  yet  you  talk  so  glow¬ 
ingly  and  enthusiastically  about  the  importance  of  increasing  that 
kind  of  State  and  local  activity,  I  have  to  wonder  if  that  budget  was 
made  up  for  you  when  you  came  on  here  just  a  few  weeks  ago,  and 
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so  you  as  a  good  soldier  are  living  with  the  budget  made  up  for 
you? 

I  will  put  it  the  other  way  around.  We  would  be  glad  in  this  com¬ 
mittee  to  go  along  with  any  amendments  to  this  budget  you  would 
like  to  propose,  because  I  would  feel  way  better  that  you  at  least 
have  that  comfort  of  knowing  it  is  your  budget  and  it  is  our  cuts 
that  we  made  and  not  you  coming  up  with  a  budget  that  you  can 
only  look  at  here  for  a  couple  of  weeks  £ind  getting  your  feet  on  the 
ground  and  everything  else  of  that  kind. 

If  you  want  to  change  anything,  let  me  know.  What  is  your  feel 
about  that? 

Mr.  Constantine.  Well,  first  of  all  the  budget  was  prepared  be¬ 
fore  I  got  here,  and  I  have  to  honestly  tell  you  every  Saturday 
when  I  got  home,  and  Sunday,  in  Schenectady,  NY,  I  have  been 
studying  this  budget  in  preparation  for  today.  And  the  people  on 
my  staff  can  tell  you  the  first  weekend  I  came  back  I  had  great  con¬ 
cerns  about  the  cuts  to  State  and  local  task  forces. 

Senator  Rollings.  Right. 

Mr.  Constantine.  Because  I  think  DEA  has  done  a  great  job  in 
leadership  there.  State  and  local  government  needs  as  much  help 
as  it  can  get.  And  I  hope  that  does  not  sound  parochial  from  some¬ 
body  who  benefited  from  the  task  forces.  But  I  think  that  is  a 
msgor  role  for  DEA  to  play. 

I  would  ask  your  consideration  if  we  could  come  back  through 
whatever  the  Fed^sral  process  is  for  an  amendment  or  an  adjust¬ 
ment.  Obviously,  that  will  mean  some  pain  someplace  else.  How¬ 
ever,  I  think  those  State  and  local  task  forces  are  extremely  impor¬ 
tant  and  should  be  one  of  our  highest  priorities  to  maintain. 

office  closings 

Senator  Rollings.  And  then  the  downsizing  at  the  State  level. 
I  understand  there  were  rumored  plans  to  close  the  DEA  Green¬ 
ville  office,  and  only  recently  a  DEA  paper  exercise  recommended 
that  you  close  the  Florence  office  in  the  PeeDee. 

Incidentally,  up  until  recently,  the  largest  cash  crop  in  South 
Carolina  was  tobacco.  It  is  now  marijuana.  The  largest  cash  crop 
in  my  State  is  now  marijuana.  It  is  unforgivable.  But  will  you 
check  into  that,  because  using  the  statistics  provided  down  there 
by  our  U.S.  attorney  the  DEA  cases  are  on  the  rise  in  Florence.  In 
1992  the  Florence  office  had  18  cases.  It  is  up  to  20  cases  in  1993, 
and  for  the  first  3  months  of  1994,  we  have  already  had  almost 
that  many.  So  if  you  had  to  close  the  Florence  office,  it  would  not 
be  because  of  a  lack  of  need.  The  need  is  increasing  in  that  PeeDee 
area  and  in  the  Greenville  area  too. 

How  much  of  the  DEA*s  projected  staffing  reduction  is  a  result 
of  the  downsizing  effort,  attrition,  absorption  of  the  1994  pay  raise 
or  overhiring  by  your  predecessor  or  a  combination  of  both  or  all 
four  or  what? 

Mr.  Constantine.  It  is  my  understanding  that  it  is  a  combina¬ 
tion  of  both.  In  the  Federal  Government,  which  is  unique  to  me, 
pay  raises  or  locality  raises  were  absorbed  in  the  budgets  of  the 
agencies,  and  that  was  a  new  experience  for  me. 
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Second,  it  was  my  understanding  that  there  were  additional 
agents  hired  by  previous  administrations  that  had  not  been  funded. 
I  have  the  situation  of  inheriting  at  least  both  of  those  situations. 

The  end  result,  though,  is  that  there  is  a  total  loss  of  approxi¬ 
mately  415  personnel  over  the  last  3  years,  271  agent  positions.  By 
September  30,  1994,  we  should  be  approximately  140  specif 
agents  over  ceiling.  Our  best  projection  is  that  by  the  end  of  fiscal 
year  1995  we  would  be  at  the  target  that  exists  presently  and  that 
with  the  Federal  buyout  program,  if  necessary,  may  make  it  pos¬ 
sible  to  do  all  these  things  without  any  layoffs  or  RIF’s. 

PRESCRIPTION  REGISTRATION  FEE 

Senator  Rollings.  On  the  matter  of  the  increase  in  prescription 
registration  fees  to  recover  the  full  cost  of  the  diversion  program. 
Of  course,  the  doctors  are  objecting  to  that  increase,  I  think  from 
$60  over  a  3-year  period  to  $210.  Are  you  authorized  to  waive  the 
registration  fee  under  certain  circumstance? 

Mr.  Constantine.  I  understand  the  whole  issue  of  fee  raising  is 
a  subject  of  litigation,  I  think  by  the  American  Medical  Association. 
Presently,  the  only  waivers  that  can  be  granted  are  to  hospitals 
and  some  type  of  governmental  entities,  and  not  to  individual  doc¬ 
tors,  as  I  understand. 

Senator  Rollings.  Well,  I  have  got  a  clinic,  for  example,  down 
at  Pawleys  Island.  I  have  visited  it.  They  are  all  volunteers,  the 
staff,  retired  nurses,  there  are  seven  retired  physicians  who  staff 
it,  and  they  range  in  age  from  73  to  86.  It  is  a  wonderful  little  oper¬ 
ation.  But  since  they  are  running  it  on  their  own  on  a  voluntary 
basis,  and  then  all  of  a  sudden  have  to  face  these  increased  fees, 
I  think  you  would  agree  if  there  is  any  way  to  waive  it — look  into 
that  situation  because  we  want  to  keep  that  clinic  going.  But  you 
know  how  people  are.  They  say  wait  a  minute,  I  am  working  hard¬ 
er  and  losing  money.  You  do  not  get  the  feel  of  a  volunteer  when 
you  have  to  pay  Washington  like  we  have  to  tomorrow. 

Mr.  Constantine.  I  will  look  into  that  and  get  back  to  you.  Sen¬ 
ator. 

[The  information  follows:] 

Waiver  of  Registration  Fees 

The  Comprehensive  Drug  Abuse  Prevention  and  Control  Act  of  1970  (Public  Law 
91-513)  (Controlled  Substances  Act)  authorizes  the  Drug  Enforcement  Administra¬ 
tion  to  enforce  provisions  of  this  Act  as  they  apply  to  registered  handlers  of  con¬ 
trolled  substance's.  The  purpose  of  the  Diversion  Control  Program  is  to  prevent,  de¬ 
tect  and  investigate  the  diversion  of  controlled  substances  from  legitimate  channels, 
while  at  the  same  time  ensuring  an  adequate  and  uninterrupted  supply  of  controlled 
substances  required  to  meet  legitimate  needs.  In  doing  so,  DEA  registers  nearly 
900, 090  drug  handlers  annually. 

Pursuant  to  21  C.F.R,  1307.03,  “any  person  may  apply  for  an  exception  to  the  ap¬ 
plication  of  any  provision  of  parts  1301-1308,  1311,  1312,  or  1316  of  this  chapter 
by  ^ing  a  written  request  stating  the  reasons  for  such  an  exception.  Requests  shall 
be  filed  with  the  Ad^nistrator,  Drug  Enforcement  Administration.”  Since  the  es¬ 
tablishment  of  the  Controlled  Substances  Act  24  years  ago,  requests  for  exceptions 
have  been  minimal. 

It  should  be  mentioned  that  providing  such  exceptions  may  adversely  impact  the 
planning  and  budgeting  ability  of  the  program  since  the  program  is  funded  directly 
from  fees. 
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MEXICAN  BORDER 

Senator  Holdings.  Yes,  sir;  I  would  appreciate  it. 

On  the  matter  of  the  Mexican  border,  that  struck  me  because  of 
the  NAFTA.  Now,  you  say  good  gosh,  they  confiscated  5.5  tons 
when  you  were  down  there  near  San  Antonio  and  in  the  Las 
Cruces  area,  5,000  pounds.  What  is  going  to  be  the  score  when  they 
open  up  the  border  and  you  can  go  through  and  drive  in  big  trucks, 
and  there  is  no  way  to  interdict?  Because  Senator  Domenici  and  I 
have  been  through  this  thing  for  years  now. 

It  was  General  Chapman  who  suggested,  when  he  was  head  of 
the  Marine  Corps,  that  we  take  these  old  metal  porous  strips  that 
you  put  down  for  a  runway  during  the  war  for  the  planes  to  land 
and  erect  them  in  a  vertical  fashion  along  the  2,000  mile  border. 
Just  put  a  maginot  line  and  a  fence  for  2,000  miles.  We  have  had 
every  suggestion  in  the  Lord's  world. 

We  live  in  the  real  world  and  we  know  it  cannot  be  done.  Even 
now,  with  just  a  few  checkpoints,  the  highways  have  got  to  move. 
I  have  been  down  there  at  Tijuana,  at  San  Diego,  and  with  all  of 
that  traffic  going  through,  or  Juarez,  you  have  got  to  keep  it  mov¬ 
ing. 

How  are  you  going  to  cope  with  the  impact  of  NAFTA?  I  do  not 
see  in  your  budget  any  additional  assignment  for  it,  and  I  do  not 
know,  if  I  was  the  Administrator  in  the  next  10  minutes,  whether 
I  would  make  it  or  try  to.  Well,  you  say  it  is  Sisyphus  again  or 
Canute.  That  flood  of  vehicular  traffic  coming  through,  how  are  you 
going  to  check  it? 

Mr.  Constantine.  Presently,  we  are  aware  of  the  fact  that  the 
California  Highway  Patrol,  through  the  International  Association 
of  Chiefs  of  Police,  has  got  a  grant,  a  very  substantial  one,  from 
the  Federal  Highway  Administration,  to  look  at  the  implications  of 
NAFTA  on  commercial  vehicle  traffic,  because  there  are  a  lot  of 
other  issues  here. 

We  tightened  up  all  the  drivers  license  requirements  for  commer¬ 
cial  operators  in  this  country  about  4  or  6  years  ago.  A  uniform 
commercial  drivers  license. 

So  what  we  have  asked  now  is  that  this  be  included,  that  we  look 
at  the  possibility  of  transshipment  of  drugs.  We  know  that  the  pri¬ 
mary  entry  point  to  the  United  States  presently  is  right  through 
that  Mexican  border,  often  in  passenger  vehicles,  often  in  commer¬ 
cial  vehicles,  often  trailer  homes,  and  those  types  of  things  moving 
through. 

So  we  have  assigned  someone  to  work  with  the  International  As¬ 
sociation  of  Chiefs  of  Police,  all  the  State  police  down  there  on  that 
Southwest  border  from  Arizona  and  New  Mexico  and  California,  to 
be  part  of  that  grant  to  see  what  we  can  do  for  drug  interdiction 
because  a  lot  of  the  highway  patrols  and  State  police  organizations 
have  been  extremely  effective  in  traffic  interdiction,  stops,  so  we 
are  going  to  address  that  through  that  NAFTA  study. 

Senator  Holdings.  Well,  I  am  afraid  we  study  everything  in 
Washington,  but  we  never  provide  for  anything.  That  is  what  dis¬ 
turbs  me.  But  in  any  event,  let  me  yield  to  my  distinguished  col¬ 
league  here,  Senator  Domenici. 
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BLTREAU  of  prisons  request 

Senator  DOMENICI.  Thank  you,  Mr.  Chairman.  Let  me  first  for 
the  record  indicate  why  I  was  so  late.  We  have  a  conflict  today  with 
the  Energy  and  Natural  Resources  Committee,  Mr.  Chairman. 
They  had  before  them  the  chief  of  personnel  from  the  Department 
of  the  Interior  with  reference  to  oil  and  gas,  diminished  production, 
and  increased  regulation  and  the  like,  and  as  you  suspect,  that  is 
a  very  big  issue  in  New  Mexico,  and  I  had  to  be  there. 

Senator  Hollings.  And  we  have  cleared  the  record  for  you  on 
that,  and  it  is  open  with  respect  to  Director  Freeh  of  the  FBI. 

Senator  Domenici.  Well,  I  would  submit  some  questions  to  Direc¬ 
tor  Freeh,  and  I  wonder  if  1  might  first  ask  if  you  would  be  dis¬ 
posed,  Mr.  Chairman,  in  the  name  of  the  subcommittee  to  make  a 
couple  of  inquiries,  one  of  the  Bureau  of  Federal  Prisons.  I  would 
like  to  know  in  the  past  8  years  how  many  prisoners  are  going  to 
the  Federal  prisons  that  are  there  under  mandatory  minimum  sen¬ 
tences. 

Senator  Rollings.  Good.  Let  us  mark  that  down.  Ms.  Hawk  will 
be  glad  to  give  us  this. 

Senator  Domenici.  And  I  would  also  like  to  have  that  broken 
down  how  many  are  drug  related  and  how  many  are  others.  I  am 
hearing  from  various  defense  people,  defense  counsels  in  New  Mex¬ 
ico,  that  most  of  that  mandatory  is  drugs  and  very  little  is  violent 
crime  and  the  like,  and  I  would  just  like  to  make  sure  we  know 
since  we  are  going  to  be  paying  for  all  this  on  this  subcommittee. 

Senator  Hcu^lings.  Good. 

[The  information  follows:] 

Federal  Prisoners  Held  Under  Minimum-Mandatory  Sentences 

Over  60  percent  of  BOFs  sentenced  inma'^s  are  incarcerated  for  drug  related  of¬ 
fense.  Of  this  number,  approximately  32  pei-cent  are  low  level  drug  offenders  with 
no  past  conviction  of  a  violent  offense,  no  violence  in  the  current  offense,  no  aggra¬ 
vating  roles,  and  have  a  category  I  criminal  history  score  according  to  U.S.  Sentenc¬ 
ing  Guidelines.  Within  this  population,  approximately  two-thirds  have  mandatory 
minimum  sentences. 

Thus,  within  the  present  sentenced  BOP  institution  and  contract  population  of 
85,172,  approximately  51,103  are  incarcerated  lor  drug  related  offenses.  Of  that 
group,  32  percent  or  16,353  are  low  level  drug  offenders,  and  two-thirds  of  that  pop¬ 
ulation  or  almost  10,792  have  mandatory  minimum  sentences. 

EFFICACY  OF  MANDATORY  MINIMUM  SENTENCES 

Senator  Domenici.  And  I  would  like  to  ask  the  Department  of 
Justice  the  same  thing,  so  we  do  not  have  one  saying  the  other  has 
all  the  information.  But  what  I  really  want  to  know  is:  We  are 
being  told  minimum  sentences  work,  we  are  being  told  they  do  not 
work.  And  one  piece  of  evidence  to  me  that  they  do  not  work  that 
has  been  shared  by  defense  lawyers  is  that  it  is  only  taking  care 
of  drug  people  on  the  Federal  side.  It  has  nothing  to  do  with  violent 
crimes  or  gangsters  or  other  things,  and  I  would  just  like  to  get  a 
perspective  on  that. 

Senator  Rollings.  Very  good. 

[The  information  follows:] 
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^  The  Department's  View  on  Mandatory  Minimum 

The  Administration  believes  that  mandatory  minimum  sentences  for  certain  drug 
trafficking  offenses  are  an  important  law  enforcement  tool  which  should  be  main¬ 
tained,  and  therefore  sup^rts  retention  of  such  penalties  (and  opposes  lerislative 
efforts  that  broadly  repeals  them).  Those  who  are  violent  offenders,  use  firearms, 
and  lead  drug  conspiracies  should  know  that  severe  penalties,  including  appropriate 
mandatory  penalties,  will  apply  to  their  actions. 

At  the  same  time,  we  recognize  that  in  particular  cases  involving  non-violent  of¬ 
fenders,  mandatory  minimum  sentences  are  inappropriate.  Accordingly,  the  Admin¬ 
istration  supports  inclusion  of  a  so-called  “safety  valve"  or  “carve  our  provision  such 
as  that  contained  in  Chairman  Schumer's  proposal  and  §  2404  of  H.R.  3355  as 
passed  by  the  Senate,  or  S.  1607.  We  believe  that  any  of  these  proposals — which 
while  differing  in  some  respects  share  the  same  fundamental  structure — would  be 
sound  improvement  in  Federal  law,  allowing  us  to  target  our  valuable  and  limited 
resources  to  the  incapacitation  of  the  most  serious  offenders. 

AGENT  REDUCTIONS 

Senator  Domenici.  If  I  would  have  been  here  when  we  started 
this  two-pronged  hearing  this  morning  I  would  have  said  this  is  a 
hearing  on  Federal  cops,  because  we  are  hearing  an  awful  lot  about 
local  cops  and  we  are  hearing  a  lot  about  trying  to  get  more  money 
so  we  can  increase  the  number  of  local  policemen  in  the  so-called 
community  law  enforcement  assistance — 50,000  or  100,000  new  po¬ 
licemen. 

Frankly,  I  am  not  as  enthused  about  that  as  I  am  concerned 
about  the  fact  that  the  Federal  cops,  the  money  for  them  is  being 
reduced  and  the  number  of  personnel  and  new  trainees  are  being 
reduced,  not  increased.  I  think  our  first  responsibility  ought  to  be 
to  make  the  FBI  and  the  DEA  the  best  Federal  law  enforcement 
entities  that  we  can  make  them.  And  frankly,  I  do  not  know  that 
we  can  do  with  less.  I  actually  think  we  ought  to  have  more  money 
in  the  DEA  and  the  FBI.  So  I  am  not  as  sanguine  about  a 
$1,700,000,000  or  even  more  for  the  new  local  policemen  for  3  years 
as  I  would  be  to  build  first  the  capacity  of  our  Federal  system  to 
do  its  job  right. 

I  want  to  make  a  second  point,  Mr.  Chairman,  and  I  think  you 
are  aware  of  this.  When  we  go  home  and  talk  about  law  enforce¬ 
ment  and  who  is  getting  arrested,  who  is  going  to  jail,  and  what 
about  three-time  losers  and  what  about  all  these  violent  criminals, 
we  are  hearing  that  what  really  needs  help  is  the  local  judicial  sys¬ 
tem,  the  district  attorneys,  local  judges,  the  local  jail  system  which 
seems  to  be  incapable  of  handling  its  load  in  an  expeditious  and 
forthright  manner.  So  I  would  even  be  more  in  favor  of  helping 
that  part  of  the  system  before  I  put  so  much  money  into  helping 
local  police  efforts. 

Having  said  that,  my  opening  remarks  would  have  gone  through 
the  President's  budget,  which  reduces  the  money  for  the  FBI  and 
the  DEA.  It  provides  no  substantial  new  moneys  for  U.S,  attorneys 
or  the  Federal  courts  for  increased  activities,  and  I  clearly  do  not 
understand  why  there  is  such  an  inconsistency  about  taking  better 
care  of  our  own  before  we  provide  a  city  with  10  or  15  new  police¬ 
men. 


JUVENILE  VIOLENT  CRIME 

Now,  can  I  ask  you — or  thank  you  for  some  evidence  that  is  in 
your  testimony.  You  have  told  us  that  violent  crime  among  teen- 


621 


agers  is  up  dramatically.  Apprehensions  are  up  dramatically.  You 
have  indicated  among  15-year-old  males  there  is  a  217-percent  in¬ 
crease;  in  16-year-old  males,  158  percent.  That  is  only  from  1985 
to  1991.  I  am  firmly  convinced,  Mr.  Chairman,  having  visited  more 
and  more  with  the  people  in  my  State,  that  juvenile  violent  crime 
is  the  most  significant  criminal  issue  on  the  minds  of  parents,  not 
because  their  children  are  all  juvenile  violent  criminals,  but  they 
are  frightened  to  death  that  their  children  are  going  to  join  that 
mob  because  it  is  growing  so  rapidly. 

Could  I  ask  you,  based  on  your  experience,  if  you  had  to  state 
,  the  most  important  things  we  ought  to  try  to  do  with  reference  to 
this  juvenile  violent  crime,  what  would  you  tell  us? 

Mr.  Constantine.  Some  of  the  things  are  really  not  in  my  field 
of  knowledge.  Families  and  education,  I  think  that  is  obvious  to  ev¬ 
erybody,  that  there  is  a  breakdown  there.  People  who  have  that  ex¬ 
pertise  will  have  to  address  that.  Prevention  programs:  What  I  see 
is  a  juvenile  justice  system  that  was  developed  originally  for  a  way¬ 
ward  boys  home  in  Nebraska  of  kids  who  stole  one  car  or  played 
hooky  at  school  that  is  now  dealing  with  individuals  who  are  cold¬ 
blooded  killers  and  substantial  dope  peddlers. 

As  a  result,  that  system  has  little  or  no  deterrent  value.  If  you 
think  the  adult  system  has  broken  down  for  capacity  for  handling 
violent  criminals,  when  you  look  at  the  juvenile  justice  system  and 
the  secure  detention  facilities  and  the  willingness  to  utilize  them, 
even  something  as  simple  often  as  fingerprinting  the  dependent, 
because  often  we  are  dealing  with  people  who  have  street  nick¬ 
names  and  they  are  going  tc  lOb,  rape,  and  sometimes  kill.  They 
will  not  often  give  you  their  real  name. 

The  end  result  of  that  is,  lacking  fingerprinting  we  may  not  know 
that  that  individual  had  been  arrested  in  the  same  city  or  another 
city  frequently.  And  what  we  see  is  that  the  drug  groups  are  more 
and  more  using  them  as  distribution  points  at  the  street  level.  The 
juvenile  justice  system  is  not  presently  equipped  to  deal  with  that. 

Senator  Rollings.  The  gentlemen  speaks  as  a  father  of  six.  He 
is  catching  up  with  you. 

Senator  Domenici.  How  young  is  your  youngest. 

Mr.  Constantine.  Thirteen. 

Senator  Domenici.  You  might  catch  up  with  me.  My  youngest 
are  26,  and  I  have  eight.  So  it  looks  to  me  like  that  is  it  for  me. 

Mr.  Constantine,  I  do  not  have  any  plans. 

Senator  Stevens.  Do  not  say  that.  [Laughter.] 

crime  bill 

Senator  Domenici.  Well,  let  me  tell  you  that  I  think  your  answer 
was  a  very,  very  good  answer.  There  may  be  some  social  things, 
some  character  building,  some  values,  but  actually  the  system  has 
broken  down. 

Mr.  Chairman,  I  want  to  also  tell  you  that  because  I  want  to  fa¬ 
miliarize  myself  with  what  we  want  to  fund  in  the  new  ciime  bill 
if  we  have  any  money.  I  know  the  House  does  not  have  a  trust  fund 
in  their  bill,  so  all  this  talk  about  all  this  new  money  for  crime, 
it  may  be  out  the  window. 

Senator  Rollings.  Yes. 
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Senator  Domenici.  Because  if  we  do  not  have  that  trust  fund 
that  we  set  up  it  is  gone.  I  am  going  to  tell  the  Senators  on  the 
floor  Monday  or  Tuesday  of  next  week  that  if  that  is  not  in  that 
bill — ^maybe  we  can  go  together — I  do  not  know  where  we  are  going 
to  get  the  money  for  the  prisons  and  the  rest. 

Senator  Hollings.  They  ought  to  be  sewn  up  now  so  they  realize  c 
it. 

DARE  PROGRAM 

Senator  Domenicl  Let  me  just  tell  you  what  I  am  doing  now.  I 
have  met  with  all  kinds  of  people  involved  in  law  enforcement  and 
I  am  convinced  that  the  policemen  on  the  beat  do  not  know  every¬ 
thing,  but  they  know  an  awful  lot  about  the  practical  day-to-day 
things.  And  they  tell  me  that  they  know  who  the  crooks  are. 

They  tell  me  in  the  public  school  system  in  mv  State,  Mr.  Chair¬ 
man,  where  they  are  assigned  to  keep  order,  they  know  precisely 
who  the  drug  peddlers  are,  who  the  youngsters  are  that  are  going 
to  leave  during  the  lunch  break  and  perhaps  bring  guns  back.  TOey 
know  precisely  who  belongs  to  gangs.  And  it  just  seems  like  some¬ 
where  between  law  enforcement  and  what  we  are  trying  to  enforce 
that  there  is  a  big  chasm  and  something  has  fallen  down,  and 
maybe  it  is  the  system,  the  whole  judicial  system. 

I  am  going  to  close  with  one  practical  question  to  further  point 
out  that  there  are  very  big  inconsistencies  in  the  President’s  budg¬ 
et,  very  big  ones.  More  community  cops  for  local  communities,  but 
a  program  that  is  as  good  as  the  j&ARE  Program — are  you  familiar 
with  the  DARE  Program? 

Mr.  Constantine.  Yes,  sir;  my  daughter  went  through  it. 

Senator  Domenici.  I  assume  that  from  the  standpoint  of  a  few 
million  dollars  for  a  lot  of  impact,  that  DARE  is  about  as  good  for 
young  kids  as  anything  we  have  got  going,  and  I  just  want  the 
record  to  reflect  that  the  President  zeros  it  out.  That  has  gotten  by 
without  anybody  saying  very  much,  because  the  President  is  out 
there  claiming  he  is  putting  all  these  cops  on  the  beat,  but  the 
Byrne  Grant  Program,  B-y-r-n-e,  named  after  a  law  enforcement 
man,  it  is  getting  whacked,  and  it  seemed  to  do  more  good. 

Senator  Hollings.  Let  the  record  show  that  that  has  been 
reinstituted  by  Attorney  General  Reno.  She  put  it  back  in.  And,  in¬ 
cidentally,  Senator  Ruamen,  your  predecessor,  and  myself,  we  had 
hearings  all  over  the  State  3  years  ago  in  South  Carolina  and  we 
told  them,  candidly,  we  were  out  of  money,  but  if  we  could  hire  one 
person — and  we  had  the  judges,  the  solicitors,  the  prison  warden, 
the  superintendent  of  education,  the  sheriffs,  and  everybody  else 
there.  And  we  said  if  we  only  had  money  for  one  person  per  county, 
who  would  it  be?  They  said  a  DARE  officer.  It  was  very  interesting. 

Senator  Domenici.  A  DARE  officer. 

Senator  Rollings.  A  DARE  officer,  that  is  right,  that  is  what 
they  said,  and  they  all  agreed  that  that  had  the  far  most  effect,  the 
greatest  effect. 

Senator  Domenici.  Mr,  Chairman,  I  am  pleased  if  the  Attorney 
General  reinstated  that  and  asked  for  some  budget  changes.  But  I 
do  understand  that  with  reference  to  the  Byrne  program,  for  it  to 
go  as  far  down  as  DARE,  there  was  not  a  request  for  its  reinstate¬ 
ment.  There  was  a  request  for  other  parts  of  Byrne. 
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Senator  Hollings.  Well,  we  will  make  sure  it  includes  it. 

LAS  CRUCES,  NM,  INVESTIGATION 

Senator  Domenici.  They  ought  to  make  it  easy  for  us  by  asking 
for  the  change  so  that  we  do  not  have  to  do  that  here. 

The  last  question,  earlier  you  announced  that  2.5  tons  of  cocaine 
in - 

Mr.  Constantine.  Las  Cruces. 

Senator  Domenici.  Las  Cruces,  NM. 

Mr.  Constantine.  Yes,  sir,  on  Monday. 

Senator  Domenici.  Do  you  have  any  little  bit  of  information  for 
us  on  that? 

Mr.  Constantine.  Well,  the  DEA  in  Houston  and  San  Antonio 
have  been  working  a  series  of  surveillances,  and  based  on  the  sur¬ 
veillances  and  information  and  movements  of  people,  along  with 
some  information  that  came  out  of  some  of  the  offices  in  other 
parts  of  the  country,  they  felt  that  there  was  a  substantial  move¬ 
ment  in  a  motor  home.  The  information  that  was  provided  corrobo¬ 
rated  information  that  the  local  police  had  in  New  Mexico.  That  ve¬ 
hicle  was  stopped.  There  were  2,500  pounds  in  that  particular  vehi¬ 
cle. 

They  then  went  back  to  the  original  locations,  and  in  those  stash 
houses  in  Conroe,  TX,  and  I  believe  Houston,  together  there  was 
another  2,500  pounds.  And  they  felt,  talking  to  the  individuals  in¬ 
volved,  that  this  was  a  regular  route  over  the  border  from  Mexico, 
and  there  probably  had  been  as  man>  25,000  to  30,000  pounds 
given  the  number  of  previous  trips. 

Senator  Domenici.  What  is  the  street  value  of  2.5  tons  of  that 
stuff? 

Mr.  Constantine.  Well,  if  you  broke  it  down  into  crack  cocaine 
you  would  have  to  have  one  of  those  supercomputers  to  figure  it 
out,  and  I  just  could  not  do  it.  It  would  be  astronomical,  the  cost. 
Just  in  kilo  weight  value  selling  presently  it  is  about  $78  million, 
and  that  is  in  wholesale  first  cut. 

Senator  Domenici.  Thank  you,  Mr.  Chairman. 

Senator  HOLLiNGS.  Senator  Stevens,  you  missed  the  financial  di¬ 
rector  from  the  FBI. 

Senator  Stevens.  She  was  in  Alaska  for  many  years  and,  I  am 
soriy,  I  just  wrote  her  a  note. 

Senator  HOLLINGS.  Do  you  know  her? 

Senator  Stevens.  I  know  Burdie  very  well.  She  did  a  great  job 
in  Alaska. 

Senator  Hollings.  Senator  Stevens. 

DRUG  rehabilitation 

Senator  Stevens.  I  am  here  for  just  one  question,  Mr.  Adminis¬ 
trator,  and  that  is  I  do  not  think  we  are  doing  enough  to  tell  people 
out  there  that  if  they  use  drugs,  there  is  a  punishment  down¬ 
stream.  I  hear  people  in  the  private  sector  say  they  hired  so  and 
so,  and  that  they  are  a  little  worried  about  the  fact  that  they  had 
had  a  history  of  drug  use  but,  you  know,  it  is  all  rehabilitation. 

Am  I  wrong?  Is  tne  rehabilitation  side  more  important  than  es* 
tablishing  a  nrm  marker  that  people  who  use  drugs  will  not  be  al- 
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lowed  to  hold  high  positions  in  Government,  or  should  not  be  al¬ 
lowed  to  hold  high  positions  in  industry?  If  we  take  an  engineer  on 
a  railroad,  he  has  to  take  a  test  every  once  in  a  while,  I  understand 
a  spot  check.  If  you  use  any  kind  of  drugs,  it  all  shows  up,  out. 
Truck  driver  the  same  way,  airplane  pilot  the  same  way,  and  then 
we  do  not  seem  to  have  the  same  sanctions  for  the  rest  of  the  na¬ 
tional  community.  Should  we? 

Mr.  Constantine.  Well,  I  am  not  an  expert  on  rehabilitation,  but 
I  have  always  taken  strong  positions  against  the  use  of  drugs.  And 
at  my  confirmation  hearing  I  told  a  story.  I  grew  up  in  a  neighbor¬ 
hood  in  the  city  of  Buffalo  where  the  largest  heroin  peddler  in  the 
city  of  Buffalo  lived  across  the  street  from  me  as  a  young  boy,  and 
played  with  his  daughter  out  in  the  street. 

^d  another  boy  that  played  with  us,  Kenny  McCarder,  I  still  re¬ 
call  his  name — when  I  eventually  went  to  work  in  narcotics  when 
I  was  in  my  mid-twenties,  I  was  able  to  be  involved  in  arresting 
that  individual,  and  he  was  a  m^jor  heroin  peddler  at  that  point 
in  time.  And  then  I  found  out  that  this  Kenny  McCarder  had  died 
of  a  heroin  overdose,  and  I  always  had  this  irony  of  what  I  had 
seen  as  a  child  and  how  it  had  turned  out. 

So  I  have  had  a  passion  against  people  using  drugs  and  a  pas¬ 
sion  against  violent  crime.  I  ao  not  think  the  world  should  be  this 
way  today.  I  think  the  prophets  of  the  1960*s  who  told  us  that 
these  drugs  can  be  experimented  with  without  pain  or  penalty  have 
disappeared  from  the  screen  someplace,  and  now  we  have  innerited 
this  tremendously  huge  social  problem. 

So  you  are  talUng  to  somebody  who  has  had  strong,  strong  posi¬ 
tions  against  it.  I  have  worked  now  in  two  agencies  where  random 
drug  testing  is  mandatory,  and  in  my  previous  agency  any  positive 
test  resulted  in  an  immediate  separation  from  service.  So  those  are 
myphilosophies.  I  wish  they  were  eve^bod/s  philosophies. 

This  problem  will  not  be  solved  until  everybody  is  willing  to  bite 
the  bullet  for  the  next  6  or  10  years  and  to  take  tough  stands.  You 
were  not  here.  I  think  Senator  Kerrey  brought  it  up.  If  we  think 
that  this  present  way  that  we  are  living  is  tolerable,  then  there  is 
no  problem.  I  do  not  think  it  is  tolerable;  I  think  it  is  a  disaster. 
Ana  until  somebody  is  willing  to  say  we  have  got  to  take  some  dra¬ 
matic  steps  to  redress  the  problem,  we  will  be  stuck  with  what  we 
have  today. 


DISCLOSURE  OF  DRUG  USE 

Senator  Stevens.  Well,  I  am  prepared  to  introduce  a  change  in 
the  rule  that  requires  a  person  seeking  a  job  that  requires  Senate 
confirmation  to  disclose  the  use  of  drugs.  I  want  to  put  on  Form 
57,  if  that  is  still  the  form  we  use  for  Federal  employment,  that 
statement  under  oath,  whether  the  person  has  used  drugs  in  the 
past,  and  at  least  have  the  employing  officer  make  a  judgment 
whether  it  was  an  experimental  thing  in  a  person’s  youth  and  it 
has  never  become  a  habit,  or  whether  it  really  became  a  habit  at 
any  time  in  their  life.  I  do  not  think  we  have  enough  penalty  there 
in  society  to  stop  this  at  the  present  time.  I  think  we  have  got  to 
erect  some  barriers. 

Senator  Hollings.  And  I  will  probably  support  you  on  it.  If  you 
would  yield.  Law  enforcement  has  got  to  know,  also,  that  it  is  our 
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failure  to  have  a  competitive  trade  policy.  The  census  figures  that 
came  out  at  the  end  of  last  year,  snowed  that  the  age  group,  18 
to  24  years  of  age  in  the  United  States  of  America  cannot  find  a 
job  or  cannot  find  a  job  outside  of  poverty;  73  percent  of  that  age 
group  cannot  find  that  job. 

Yet,  next  month,  we’ll  all  be  giving  roaring  ^aduation  speechs 
and  tell  the  students  that  the  future  belongs  to  them.  Yet,  they  will 
walk  out  the  door  and  find  there  is  no  future  and  they  cannot  get 
a  job.  We  have  lost  1  million  textile  jobs  in  the  last  10  years 
through  a  lack  of  competitive  trade  policy,  and  a  lot  of  these  other 
jobs  in  all  these  other  disciplines. 

So  it  is  not  just  a  q[uestion  of  the  punishment  not  being  enough, 
but  it  is  rolling  the  dice.  If  I  get  caught,  I  will  get  a  warmer  place 
and  a  TV  to  watch,  you  know  what  I  mean? 

Senator  DOMENICI.  Or  nothing. 

Senator  HOLLINGS.  Or  nothing.  Or  nothing.  Get  probation  if  they 
are  young. 

Senator  Stevens.  We  are  grateful  to  you  for  what  you  do. 

Senator  Rollings.  I  am  grateful  to  you.  If  we  are  closing,  I  will 
give  you  some  hope. 

Oh,  Senator  Sasser,  let  me  yield  to  the  distinguish f>d  chairman. 
He  is  usually  busy  running  our  budget  to  see  we  are  in  balance. 

RURAL  DRUG  CRIMES 

Senator  Sasser.  Thank  you,  Mr.  Chairman. 

Mr.  Administrator,  in  my  State  of  Tennessee,  we  sometimes  feel 
that  we  are  not  receiving  the  focus  of  attention  from  Federal  agen¬ 
cies  that  have  responsibility  for  dealing  with  drugs,  that  we  would 
like  to  have.  I  find  in  mv  State  that  over  the  past  just  2  or  3  years, 
in  some  areas  just  in  tne  past  year,  that  drugs  coming  into  rural 
areas  have  become  a  serious  problem,  and  we  are  seeing  an  in¬ 
crease  in  rural  crime  out  in  the  country  like  we  have  never  seen 
before. 

We  get  the  impression  that  is  we  tighten  up  on  drugs  coming 
into  Florida  or  coming  in  from  some  coastal  States,  it  results  in  a 
tremendous  amount  of  overflying  and  landing  at  rural  airports  in 
States  like  Tennessee,  These  are  really  airstrips.  Not  airports. 
They  close  down  at  night.  The  drug  plane  lands  there  at  2  a.m., 
off  loads  the  stuff,  they  put  it  in  cars,  and  haul  it  out  of  there. 

What  is  the  DEA  doing  to  try  to — first  are  you  aware — I  expect 
you  are — of  what  is  happening  in  rural  areas,  the  increase  in  crimi¬ 
nality  associated  with  drugs,  the  increase  in  drug  usage?  And  if 
you  are  aware  of  it,  what  is  the  DEA  doing  to  try  to  cut  that  off 
and  deal  with  it? 

Mr.  Constantine.  Senator,  what  you  are  talking  about  in  your 
home  State  of  Tennessee  is  every  single  State  in  the  Union.  And 
what  was  formerly  an  urban  problem  which  people  thought  was  an 
issue  only  to  be  confined  to  cities  is  in  every  town,  village,  and 
county  in  this  country.  And  you  can  see  it  if  you  drive  around.  You 
are  going  to  see  the  bars  on  the  windows  and  the  grates  on  the 
doors,  that  people  are  scared  stiff. 

And  a  lot  of  the  dope  peddlers  that  vou  have  got  probably  dealing 
in  Tennessee  I  would  be  willing  to  net  are  people  coming  out  of 
Nashville  or  Knoxville  or  maybe  even  farther  away  in  Memphis, 
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selling  druRS  in  the  community,  getting  involved  in  violent  inter¬ 
actions  witn  local  groups  who  might  have  also  been  tiying  to  sell 
drugs.  It  is  just — ^it  is  like  the  genie's  out  of  the  bottle  troe  of  thing. 
And  I  do  not  know  how  many  agents  there  are  in  Tennessee.  I 
would  be  glad  to  check  for  you  in  some  of  the  rural  areas. 

Senator  Sasser.  Would  you  do  that,  please,  and  let  me  know? 

Mr.  Constantine.  Usually  what  they  do  in  rural  areas  like  that, 
they  join  together  with  the  Tennessee  Department  of  Public  Safety 
and  various  sheriffs  offices  which  are  very  strong.  Some  of  your 
sheriffs  departments  have  been  very  effective  on  drug  interdiction 
as  they  move  throu^  the  highways  from  Texas  on  through. 

Senator  Sasser.  iTiat  is  true.  We  have  had  about  10  or  15  sher¬ 
iffs,  Mr.  Chairman,  go  to  the  penitentiary.  The  temptation  of  these 
drug  planes  coming  into  these  rural  counties  and  the  magnitude  of 
the  money  they  offer  these  sheriffs  are  just  irresistible  to  them. 
Formerly  honorable  incorruptible  people  are  corrupted  by  that,  and 
I  will  bet  you  we  have  had  15  sheriffs  go  to  the  penitentiary  in  the 
last  5  or  6  years  down  there  over  drugs. 

Excuse  me,  go  ahead. 

Mr.  Constantine.  My  able  staff  just  pointed  out  to  me  that  there 
are  four  offices  in  Tennessee,  a  total  of  19  DEA  personnel,  but  they 
are  in  task  forces  with  34  people  and  are  funded  for  about  $4  mil¬ 
lion.  They  have  shared  $4  million  in  assets  with  State  and  local 
law  enforcement  due  to  seizures,  but  I  will  try  to  tell  you  where 
those  task  forces  are. 

Senator  Sasser.  I  would  be  interested  in  getting  some  informa¬ 
tion  on  that. 

Mr.  Constantine.  I  will  get  that  for  you,  sir. 

[The  information  follows:] 

DEA  Staffing  in  the  State  of  Tennessee 

The  following  table  displays  DEA's  authorized  staffing  levels  and  State  and  local 
task  force  operations  in  the  State  of  Tennessee. 


Office 


DEA  staffing 

Agent  Other  staff  Total  DEA 


Police 

officers 


Knoxville; 

Resident  office . 

Provisional  task  force . 

Johnson  City  post  of  duty . 

Chattanooga  post  of  duty/provisional  task  force 
Memphis: 

Resident  office . 

Task  force  . 

Nashville-. 

Resident  office . 

Task  force  . 


4  2  5  . 

112  7 

2  .  2  . 

2  .  4 

2  1  3  . 

4  1  5  13 

5  8  13  . 

4  I  5  10 


NARCOTICS  CHECK  IN  SOUTH  CAROLINA 

Senator  Sasser,  We  have  a  serious  problem,  and  it  is  getting 
worse  in  rural  areas.  We  have  got  to  figure  out — come  up  with 
some  plan  to  try  to  deal  with  it. 

Thank  you. 

Thank  you,  Mr.  Chairman. 
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Senator  Hollings.  Good.  Thank  you,  Senator,  and  thank  you, 
Mr.  Administrator. 

What  happened — ^let  me  give  you  hope.  We  have  got  a  Sheriff 
Young.  He  is  a  black  sheriff  in  Fairfield  County.  I  just  traveled  all 
the  counties.  And  I  do  not  want  you  to  tell  this  out  because  it  will 
ruin  the  operation  that  occurs  from  time  to  time.  He  does  not  keep 
it  out  there,  but  on  1-77  he  puts  a  sign  and  it  says  “Warning,  nar¬ 
cotics  check  2  miles  ahead.”  And  in  1-half  a  mile,  man,  the  brakes 
screech  and  there  is  a  little  road  that  goes  down  to  the  right.  And 
he  has  got  the  two  highway  patrol  cars  there.  He  has  got  a  TV  and 
one  of  these  infrareds  for  the  night  and  everything  else.  He  is  pick¬ 
ing  up  Mercedes,  bankers  from  New  York,  all  kinds  of  folks. 

Senator  Domenici.  You  are  kidding. 

Senator  Hollings,  Oh,  no.  He  has  got  a  lot  out  there.  But  he  is 
in  business.  We  do  not  want  to  mess  it  up  or  spread  it  around. 

But  then  he  will  take  it  down  for  about  1  week  or  10  days  or 
something,  and  then  on  a  weekend  when  things  are  not  going  too 
strong  in  Fairfield  County,  he  will  put,  ‘Warning,  narcotics  check 
2  miles,”  right  at  that  same  place,  and,  man,  they  are  just  picking 
them  up.  They  are  getting  the  cars  and  everything  else.  That  fellow 
is  rich,  or  his  department  is,  from  this  operation. 

Mr.  Constantine.  Your  secret  is  safe  with  me,  [Laughter.] 

ADDITIONAL  COMMITTEE  QUESTIONS 

Senator  Hollings.  Well,  we  certainly  appreciate  your  appear¬ 
ance  here,  and  we  are  100  percent  with  you.  If  there  is  any  way 
we  can  help,  let  us  know.  We  thank  you  very  much. 

[The  following  questions  were  not  asked  at  the  hearing,  but  were 
submitted  to  the  Administration  for  response  subsequent  to  the 
hearing:] 


Questions  Submitted  by  Senator  Ernest  F.  Hollings 

DEA  DOWNSIZING  PLANNED  FOR  SOUTH  CAROLINA 

Question,  Last  month,  several  Federal  judges  that  hear  cases  in  the  upstate  area 
of  South  Carolina  contacted  me  concerned  about  rumored  plans  to  close  the  DEA 
Greenville  Office. 

Apparently,  prior  to  your  coming  on-board,  DEA  officials  undertook' a  “paper”  ex¬ 
ercise  whereby  all  DEA  regional  offices  were  asked  to  assess  the  caseloads  in  their 
field  offices  and  recommend  offices  that  could  be  downsized  or  closed  due  to  the  re¬ 
duced  drug  investigative  activity.  I  believe  the  target  agent  reduction  in  the  field 
was  6  percent. 

Now,  my  staff  has  been  told  that  the  “paper"’  exercise — or  initial  recommendation 
made  to  you  is  to  close  our  Florence  Office  and  shift  the  two  DEA  agents  currently 
on-board  there  to  the  Greenville  Office — thus  increasing  the  complement  in  Green¬ 
ville  by  two — while  not  changing[  South  Carolina’s  overall  on-board  strength  at  all. 

I’m  pleased  your  “paper”  exercise  does  not  propose  significant  reductions  in  agent 
staffing  in  South  Carolina,  but  I’m  concerned  with  the  impact  the  shift  in  focus  will 
have  on  drug  enforcement  in  the  immediate  Florence  area. 

Before  steps  are  taken  to  downsize  or  close  a  DEA  Post-of-Duty,  does  the  DEA 
consult  with  the  FBI  and  U.S.  Attorney  with  which  it  may  be  working,  to  determine 
the  impact  on  overall  drug  enforcement  in  the  affected  area? 

Answer.  Before  an  office  is  closed,  DEA  Special  Agents  in  Charge,  or  their  rep¬ 
resentatives,  contact  other  Federal,  State,  and  local  law  enforcement  officials  and 
the  U.S.  Attome/s  Office  to  appraise  them  of  DEA’s  intention  to  reduce  or  close  an 
office.  In  addition,  the  impact  of  the  potential  reduction  or  closure  on  DEA  as  a 
whole,  and  the  dnig  trafficking  problem,  is  assessed  at  both  the  field  and  Head¬ 
quarters  levels  before  any  decision  is  finalized. 
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Question,  What  impact  would  the  potential  closing  of  the  Florence  PoBt>oM>uty 
have  on  the  State  ana  local  provisional  task  force  operating  out  of  that  office? 

Answer,  I  will  be  reviewing  the  recommendations  of  field  managers  to  restructure 
DEA's  field  operations.  There  is  no  predisposition  to  close  the  Florence  Post-of-Duty 
or  reduce  operations  elsewhere  in  South  Carolina, 

^leation.  Would  the  provisional  task  force  continue  to  operate  and  just  coordinate 
with  the  a^nts  posted  in  Greenville  but  assigned  to  cover  the  Florence  area? 

Answer,  Because  the  Florence  PostK)f-Duty  will  remain  open  at  this  time,  the  pro¬ 
visional  task  fotee  will  be  unaffected. 

DEA  AGENT  REDUCTIONS 

Question.  I  have  heard  several  of  my  colleagues  comment  on  the  floor  of  the  Sen¬ 
ate  that  this  Administration  is  cutting  DEA  agent  staffing.  Unfortunately,  projected 
personnel  ceiling  level  for  1994  and  1995  are  being  used  in  comparison  to  actual 
on-board  strength  in  1992 — which  inflates  the  number  considerably  (-311). 

First,  let  me  sav  that  this  Administration's  first  budget  was  1994,  The  DEA  began 
1994  with  an  on-board  strength  of  3,639  agents.  As  of  April  1,  1994,  on-board  DEA 
agent  strength  is  3,679 — a  reaction  of  60  agents. 

However,  as  part  of  its  overall  govemmeiit  downsizing  effort,  this  Administration 
has  set  personnel  ceiling  levels  that  may  result  in  further  DEA  agent  staffing  reduc¬ 
tions. 

As  Administrator  of  the  DEA,  do  you  have  the  option  of  meeting  your  target  per¬ 
sonnel  ceiling  levels  by  reducing  positions  other  than  agents? 

Answer.  I  have  the  option  of  meeting  personnel  ceiling  levels  by  reducing  posi¬ 
tions  other  than  agents.  However,  the  fewer  agent  positions  we  reduce,  file  more 
support  positions  we  will  have  to  eliminate.  This  is  oecause  agent  positions  are  be¬ 
tween  2  and  2.5  times  more  expensive  than  non-^ent  positions. 

Question.  How  much  of  your  projected  staffing  reduction  is  a  result  of  the 
downsizing  effort,  attrition,  absorption  of  the  1994  pay  raise,  over  hiring  by  your 
predecessor,  or  a  combination  of  all  four? 

Answer.  The  current  staffing  reduction  facing  DEA  is  the  result  of  all  four  factors 
you  mentioned.  As  you  know,  DEA  has  participated  in  the  Administration’s 
downsizing  efforts,  reflected  in  the  1993,  1994,  and  1995  budgets.  Because  of  slow 
attrition  rates,  however,  coupled  with  the  over  hiring  of  40  agents  in  1992  and  posi¬ 
tion  reductions  caused  by  other  funding  shortfalls,  DEA  is  presently  carrying  an 
overage  of  173  agents. 

Question.  If  this  subcommittee  were  able  to  find  the  funding  to  increase  your 
budget  above  the  request  and  target  this  funding  for  new  DEA  agents,  to  what  ex¬ 
tent  is  DEA  bound  by  the  personnel  ceiling  established  by  the  OMB? 

Answer.  The  Department  is  bound  by  the  personnel  ceiling  established  by  the 
OMB.  Although  the  Attorney  (general  has  some  latitude  to  achust  personnel  ceilings 
within  the  total  provided  by  OMB.  any  increases  to  DEA’s  authorized  personnel  cefl- 
ings  would  have  to  be  offset  by  a  decrease  elsewhere  «  the  Department 

Question.  Have  these  personnel  ceilings  been  complicated  by  the  recently  enacted 
buy-out? 

Answer.  DEA’s  personnel  ceilings  have  been  not  complicated  by  the  recently  en¬ 
acted  buyout  legislation.  The  buyout  legislation  will  assist  agencies  in  meeting  the 
Office  of  Management  and  Budget’s  full-time  equivalent  (FTE)  targets. 

Question.  Have  you  had  any  discussion  with  the  Attorney  General  regarding  ex¬ 
empting  law  enforcement  from  these  government-wide  employment  ceilings? 

Answer.  I  have  discussed  with  the  Attorney  General  the  issue  of  exempting  law 
enforcement  from  govemmentwide  employment  ceilings,  and  these  discussions  are 
on-going. 


DIVERSION  CONTROL  FEES 

Question.  Two  years  ago,  this  committee  included  language  in  its  appropriations 
bill  directing  the  DEA  to  increase  prescrmtion  registration  tees  to  a  level  sufficient 
to  recover  the  full  cost  of  operating  the  DEA’s  Diversion  dJontrol  Program. 

While  the  DEA  prescription  registration  fee  has  not  increased  in  nine  years — and 
the  cost  of  enforcement  of  the  Controlled  Substances  Act  certainly  has — I  have 
heard  from  many  doctors  in  my  state  objecting  to  this  increase.  (FVom  $60  for  a 
three  year  period  to  $210  for  a  three-year  period.) 

Most  doctors  and  their  practices  can  certainly  handle  this  increase  and  I  stand 
by  our  decision  to  increase  the  fee  to  permit  enforcement  of  the  prom*am. 

However,  one  case  has  been  brought  to  nay  attention  that  I  would  like  you  to  per¬ 
sonally  review.  It  involves  a  free-clinic  on  Pawleys  Island  that  is  staffed  by  retired 
nurses,  volunteers,  and  seven  retired  physicians  who  range  from  age  73  to  86.  Is 


the  Administrator  of  the  DEA  authorized  to  waive  the  registration  fee  under  certain 
circumstances?  If  not,  would  the  ability  to  do  so  require  a  legislative  change  or  rule 
making  change? 

Answer.  The  Comprehensive  Drug  Abuse  Prevention  and  Control  Act  of  1970 
(Public  Law  91-513)  (Controlled  Substances  Act)  authorizes  the  Drug  Enforcement 
Administration  to  enforce  provisions  of  this  Act  as  they  apply  to  registered  handlers 
of  controlled  substances.  The  purpose  of  the  Diversion  (Jontrol  Program  is  to  pre¬ 
vent,  detect  and  investigate  the  diversion  of  controlled  substances  from  lemtimate 
channels,  while  at  the  same  time  ensuring  an  adequate  and  uninterrupted  supply 
of  controlled  substances  required  to  meet  legitimate  needs.  In  doing  so,  DEA  reg¬ 
isters  nearly  900,000  drug  handlers  annually. 

Pursuant  to  21  C.F.R.  1307.03,  “any  person  may  apply  for  an  exception  to  the  ap¬ 
plication  of  any  provision  of  parts  1301-1308,  1311,  1312,  or  1316  of  this  chapter 
by  filing  a  written  request  stating  the  reasons  for  such  an  exception. 

Requests  shall  be  filed  with  the  Administrator,  Drug  Enforcement  Administra¬ 
tion.”  Since  the  establishment  of  the  Controlled  Substances  Act  24  years  ago,  re¬ 
quests  for  exceptions  have  been  minimal. 

It  should  be  mentioned  that  providing  such  exceptions  may  adversely  impact  the 
planning  and  budgeting  ability  of  the  program,  since  the  program  is  funded  directly 
from  fees. 


DIVERSION  AGENT  POSITIONS  FOR  SOUTH  CAROLINA 

Question,  Now  that  we  have  taken  the  heat  for  raising  DEA  prescription  registra¬ 
tion  fees — where  does  the  DEA  stand  with  regard  to  filling  the  60  new  diversion 
agent  positions  provided  in  tlie  1994  Appropriations  Bill? 

Answer.  In  the  1994  Appn)priations  Act,  DEA  received  60  new  positions  in  its  Di¬ 
version  (Control  Fee  account  budget  (21  diversion  investigators,  10  special  agent,  and 
29  support  positions).  DEA  has  begun  allocating  these  positions,  including  three  in¬ 
vestigator  and  one  support  positions  to  the  Columbia,  South  Carolina  Resident  Of¬ 
fice.  However,  DEA  is  currently  undergoing  a  study  to  determine  whether  the  diver¬ 
sion  investigator  (GS-1810)  series  should  be  converted  to  the  special  agent  (GS- 
1811)  series.  Once  this  has  been  determined  DEA  will  begin  recruiting  to  fill  these 
positions. 

Question.  Am  I  correct  that  these  new  positions  are  not  subject  to  personnel  staff¬ 
ing  ceiling  because  they  are  fee  funded? 

Answer.  Thus  far,  fee  funded  positions  have  not  been  subject  to  the  government¬ 
wide  downsizing  staffing  ceiling.  The  Diversion  Control  Fee  account  has  an  author¬ 
ized  ceiling  of  688  positions  (12  special  agents,  387  diversion  investigators  and  189 
support  positions).  This  authorization  is  as  enacted  in  the  1994  appropriation. 

Question.  We  have  had  a  Diversion  Control  Group  approved  for  Columbia,  South 
Carolina  since  January  1992  but  the  positions  were  never  filled.  Our  U.S.  Attorney 
Pete  Strom  is  aggressively  pursing  health  care  fraud  in  South  Carolina  and  needs 
the  assistance  of  these  Diversion  Control  agents.  Health  care  fraud  is  estimated  to 
be  costing  this  country  upwards  of  $7  billion  and  we  need  to  move  forward  on  our 
commitment  to  beef  up  enforcement — the  doctors  are  paying  the  increased  fees, 
DEA  has  the  revenues,  now  we  need  to  move  forward  swiftly  and  fill  these  positions. 

When  can  we  expect  these  new  positions  to  be  filled  and  assigned  to  South  Caro¬ 
lina? 

Answer.  Pending  the  outcome  of  the  aforementioned  study,  DEA  will  begin  re¬ 
cruiting  for  either  the  GS-1811  or  the  GS-1810  series.  In  addition,  one  support  posi¬ 
tion  will  be  allocated  from  the  new  positions,  and  two  additional  existing  investiga¬ 
tor  positions  will  be  transferred  from  the  Atlanta  Division. 

KINGPIN  STRATEGY 

Question.  Your  budget  submission  describes  the  DEA’s  primary  mission  as  one  de¬ 
signed  to  “reduce  the  amount  of  drugs  in  the  United  States  by  pressuring,  disrupt¬ 
ing,  and  eventually  destroying  the  operations  of  the  international  drug  trafficking 
syndicates  that  control  the  bulk  of  the  global  drug  trade.”  Specifically,  1  believe  you 
refer  to  this  as  your  Kingpin  Strategy  in  which  you  target  the  12  Kingpin  organiza¬ 
tions  that  are  collectively  responsible  for  most  of  the  cocaine  and  heroin  entering 
the  U.S.  What  impact  will  the  recently  enacted  law  in  Colombia,  permitting  drug 
kingpins  to  plea  bargain  for  significantly  reduced  sentences,  have  on  the  future  suc¬ 
cess  if  this  strategy? 

Senator  John  Kerry  wrote  an  excellent  editorial  which  appeared  in  the  Washing¬ 
ton  Post  on  April  6,  1994  regarding  the  Colombian  Government’s  policy  shift  in  drug 
enforcement  that  I  would  like  to  submit  for  the  hearing  record. 
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First  the  Colombian’s  amend  their  constitution  and  prohibit  extradition,  and  now 
they  have  enacted  a  law  to  permit  plea  agreements  witn  drug  kin^ins. 

I  would  have  to  agree  with  my  colleague  from  Massachusetts  that  such  action  by 
the  Colombian  Government  is  a  clear  threat  to  the  DEA’s  I^nj^in  Strategy  and 
wonder  if  the  DEA  should  rethink  this  strategy  and  possibly  relocus  resources  do¬ 
mestically.  Do  you  have  any  comments  on  thisT  How  much  are  you  spending  on  the 
Kingpin  Strategy? 

Answer.  DEA  believes  that  circumstances  arise  in  Colombia  which  prevent  effec¬ 
tive  enforcement  activities  against  the  targeted  kingpin  organizations  within  ^e 
counti^,  but  the  Kingpin  Strategy  will  continue  to  remain  effective  in  disruptii^ 
and  dismantling  their  operations  worldwide.  The  Strategy  focuses  on  regional  U.^ 
Government  and  international  operational  initiatives  and  coordinated  enforcement 
efforts  exploit!^  identified  Kingpin  vulnerabilities — ^leadership,  production,  trans¬ 
portation,  distribution,  communications,  and  finances. 

Leadership. — ^Although  the  targeted  Kingpins  themselves  reside  in  Colombia,  the 
leadership  of  their  msyor  supporting  organizations,  which  provide  coca  products, 
transportation,  money  laundering,  and  U.S.  distribution,  are  located  outside  Colom¬ 
bia  and  remain  vulnerable  to  U.S.  Government  and  cooperating  host  nation  enforce¬ 
ment  action. 

Production. — ^Almost  all  coca  products  and  production  laboratories  used  to  produce 
cocaine  base  and  an  increasing  number  of  cocaine  HCL  laboratories  are  located  in 
Peru  and  Bolivia.  Therefore,  targeting  of  cocaine  production  would  continue  to  be 
effective  contributions  to  the  overall  strate^.  Current  efforts  toward  controlling  il¬ 
licit  chemicals  used  for  cocaine  production  (by  the  United  States  and  other  cooperat¬ 
ing  countries)  would  remain  a  means  to  disrupt  production. 

TVanaporfafion.— General  aviation  aircraft  used  by  the  Kingpins  to  transport 
money  to  source  countries  and  coca  products  from  those  countries  to  Colombia  are 
vital  to  their  operations.  Through  continued  re^onal  efforts  to  enhance  detection, 
monitorine  and  apprehension  of  light  aircraft  in  Peru  and  Bolivia,  Kingpin  oper¬ 
ations  will  be  seriously  disrupted.  Interdiction  of  maritime,  air,  and  overland  smug¬ 
gling  through  the  transit  zone  must  continue,  as  well  as  interdiction  efforts  along 
transportation  routes  within  the  U.S.  (Note:  A  multiton  seizure  executed  in  the 
transit  zone  could  equate  to  300  to  400  U.S.  domestic  cases  throughout  multiple  ju¬ 
risdictions.) 

Communications. — ^This  is  an  extremely  important  Kingpin  vulnerability  which 
must  be  exploited  within  the  U.S.,  the  transit  zone,  and  source  countries.  Intel¬ 
ligence  gained  from  communications  intercepts  is  most  effective  in  producing  evi¬ 
dence  for  prosecution  of  U.S.  domestic  and  overseas-based  Kingpin  supporting  orga¬ 
nizations. 

Finances. — ^We  have  edready  proven  how  effective  international  cooperative  finan¬ 
cial  investigations  are  in  the  disrupting  of  Kingpin  businesses.  Kingiin  organiza¬ 
tions  will  have  to  continue  to  invest  overseas  to  make  maximum  use  of  their  profits, 
and  they  will  remain  vulnerable  to  cooperative  international  investigations. 

Under  the  current  reported  surrender  scenarios,  the  surrender  of  the  Cali  Cartel 
Kingpins  would  not  have  a  si^ficant  long-term  impact  on  cocaine  trafficking.  The 
Cali  Cartel  has  violated  previous  promises  made  to  the  Government  of  Colombia 
(GOC)  to  suspend  drug  trafficking  operations.  The  Rodri^ez-Orejeula  brothers  and 
other  Cali  Kingpins  are  probably  confident  that  they  will  be  able  to  control  their 
drug  organizations  after  their  surrender*.  They  undoubtedly  know  that  prison  has 
not  oeen  a  deterrent  to  the  Ochoa  brothers*  drug  operations. 

Furthermore,  Colombia’s  new  Criminal  Procedure  Code  makes  it  more  likely  that 
Cali  Kingpins  will  serve  a  short,  if  any,  prison  sentence.  Under  the  new  law,  a  de¬ 
fendant  can  be  sentenced  to  house  arrest  in  lieu  of  prison.  In  short,  the  Cali  King¬ 
pins,  after  receiving  a  short  or  no  prison  sentence,  may  be  expected  to  declare  their 
retirement  from  drug  business,  but  will  continue  their  trafficking  operations 
through  surrogates. 

DEA  is  concerned  regarding  the  long-term  impact  of  drug  trafficking  on  the  Co¬ 
lombian  Nation.  The  vast  amounts  of  drug  money  that  flows  into  Colombia,  esti¬ 
mated  at  about  U.S.  $7  billion  per  year,  are  making  it  possible  for  the  Cali  Cartel 
to  gain  increased  economic,  political,  and  social  power  and  influence  the  country. 
DEA  id  concerned  that  this  drug-generated  wealth  may  translate  into  such  trafficker 
power  and  influence  that  Colombia  will  be  transforms  into  the  world’s  first  “narco¬ 
democracy.” 

The  serious  problems  outlined  above  notwithstanding,  it  is  fitting  to  recall  the  Co¬ 
lombia  has  done  more  than  any  other  country  in  the  Andean  region  to  attack  inter¬ 
national  drug  trafficking.  Accordingly,  the  United  States  Ckjvemment  must  not 
weaken  in  iS  firm  commitment  to  work  with  the  thousands  of  brave  men  and 
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women  fighting  the  drug  cartels  in  Colombia  regardless  of  potential  political  out¬ 
comes. 

It  is  important  to  note  that  the  Kingpin  Strategy  has  already  made  significant 
contributions  domestically.  The  Strategy  specifically  targets  the  major  distribution 
cells  within  the  United  States.  This  important  element  of  the  Strati  has  resulted 
in  numerous  arrest,  seizures,  and  prosecutions  of  Kingpin  Cartel  members  domesti¬ 
cally.  A  significant  amount  of  DEA's  resources  are  already  focused  in  this  area  and, 
in  fact,  DEA  has  used  additional  resource  enhancements  from  special  Department 
of  Justice  funding,  i.e..  Assets  Forfeiture  Fund,  Super  Surplus. 

MARIJUANA  ERADICATION 

Question.  1  note  no  change  in  your  budget  request  for  domestic  maryuana  eradi¬ 
cation  efforts.  What  amount  of  your  base  is  committed  to  domestic  marijuana  eradi¬ 
cation  efforts?  Do  you  anticipate  a  decline  in  your  support  of  State  efforts  in  this 
regard? 

Answer.  DBA’s  1994  base  level  for  the  Domestic  Cannabis  Eradication/Suppres¬ 
sion  Program  (DCE/SP)  is  $5  million.  Prior  to  1993,  DEA’s  base  amount  for  this  pro¬ 
gram  was  $10  million.  Conference  language  in  DEA’s  1993  appropriation  required 
that  all  State  and  local  overtime  be  paid  from  the  Bureau  of  Justice  Assistance 
(BJA).  At  that  time,  DEA  estimated  tfiat  50  percent  of  the  DCE/SP  funding  was 
defeated  to  overtime  payments  for  State  and  local  officers.  Therefore,  $5  million 
was  reduced  from  DEAa  base.  Recent  experience  has  shown,  however,  that  overtime 
payments  actually  account  for  only  approximately  30  percent  of  the  total  DCE/SP. 
This  figure  fluctuates  each  year.  Consequently,  the  reimbursable  agreement  be¬ 
tween  DEA  and  BJA  allowed  DEA  to  bill  for  some  nonovertime  DCE/SP  expenses. 

There  may  be  a  slight  decline  in  the  current  level  of  support  to  the  States,  since 
total  State  and  loc€d  overtime  resources  will  be  reduced  from  $16,000,000  to 
$14,000,000  and  transferred  from  BJA  to  the  Assets  Forfeiture  Fund  in  1995. 

Question.  Looking  at  statistics  on  marijuana  eradication  efforts  in  South  Carolina, 
it  appears  that  total  1993  plant  seizures  are  down  considerably  from  1992.  (Down 
from  46,042  in  1992  to  19,296  in  1993.)  In  addition,  indoor  seizures  are  down  from 
50  in  1992  to  19  in  1993.  Are  these  statistics  an  indication  that  marijuana  cultiva¬ 
tion  is  on  the  decline  in  South  Carolina?  Where  does  South  Carolina  rank  nationally 
in  terms  of  domestic  mar^uana  cultivation?  I  know  the  DEA  used  to  have  a  top  ten 
list  where  they  focused  most  of  their  eradication  resources. 

Answer.  The  eradication  statistics  are  not  an  indication  that  marijuana  cultiva¬ 
tion  is  on  the  decline  in  South  Carolina.  In  fact,  I  have  been  advised  that  the  quality 
of  marijuana  grown  in  South  Carolina  has  increased  significantly. 

There  are  several  reasons  for  the  drop  in  eradication  statistics  in  South  Carolina. 
Pii*8t,  1992  was  a  very  exceptional  year  for  marijuana  eradication  in  South  Carolina. 
Growers  in  Sou^  Carolina  realized  that  DEA,  and  State  and  local  officials,  with  air 
support  provided  by  the  National  Guard  and  the  Civil  Air  Patrol,  were  looking  for 
plots  of  marijuana  growth.  In  response,  the  growers  reduced  the  size  of  their  plots 
to  avoid  detection  from  the  air.  Also,  growers  moved  more  of  their  crops  indoors  to 
avoid  detection.  In  essence  the  growers  did  not  reduce  the  amount  of  marijuana 
grown  in  1993,  they  added  smaller  and  less  detectable  plots. 

Ano^er  mmor  reason  for  the  decline  was  that  in  1993,  South  Carolina  experi¬ 
enced  a  drought  during  the  marijuana  growing  season.  However,  the  primary  reason 
that  the  statistics  are  down  is  because  DEA  received  much  less  air  support  from 
the  National  Guard  and  the  Civil  Air  Patrol.  Budget  restraints  have  forced  these 
organizations  to  cut  their  flying  time.  Much  of  this  came  at  the  expense  of  the  eradi¬ 
cation  efforts  in  l^uth  Carolina  and  other  States  in  1993. 

^uth  Carolina  ranks  30th  among  the  50  participating  States  in  overall  cannabis 
eradication. 


HELICOPTER  FOR  HAWAII 

Question.  Our  1993  Appropriations  Bill  included  $2.5  million  for  the  procurement 
of  a  replacement  helicopter  for  the  DEA  Marijuana  Eradication  Program  in  Hawaii. 
It  is  now  the  third  quarter  of  the  following  fiscal  year — 1994 — Has  the  replacement 
helicopter  been  delivered  to  Hawaii  yet? 

Answer.  DEA  recently  acquired  a  twin-engine  helicopter  for  the  marijuana  eradi¬ 
cation  program  in  Hawaii.  We  are  in  the  process  of  contracting  for  the  retrofitting 
of  ^e  helicopter  and  expect  it  to  be  delivered  to  Hawaii  by  the  end  of  1994.  In  the 
meantime,  DEA  has  transferred  a  single-engine  helicopter  to  Hawaii  to  provide  sup¬ 
port  on  a  limited  basis. 
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DEA  SNOWCAP  PROGRAM 


Question.  Please  provide  PTE  levels  for  ^'Operation  SNOWCAP”  by  country. 
Answer.  DEA  personnel  assimed  to  Operation  SNOWCAP/CADENCE  are  sent  oh 
temporpy  duty  assignment  (TOY),  from  both  DEIA  Headquarters  and  the  agen<^8 
domestic  field  divisions,  to  specified  Latin  American  destinations.  At  present,  DeA 
TDY  assignments  to  Operation  SNOWCAP/CADENCE  are  allotted  as  follows: 


Petitions 


Colombia .  4 

Bolivia  .  12 

Peru .  12 

Guatemala  .  12 


Total 


40 


Note. — Of  these  40  TDY  positions,  9  positions  (including  3  medics,  3  communications  special¬ 
ists,  and  3  team  leaders)  are  permanently  assigned  to  DEA  Headquarters,  and  31  portions  are 
spedal  agents  permanently  assigned  to  various  DEA  field  divisions.  All  of  these  individuals  are 
on  90-day  rotational  assignments  to  Operation  SNOWCAP/CADENCE  and  none  are  perma¬ 
nently  assigned  to  DEA  offices  in  Latin  America. 

Question.  Please  provide  the  DEA  PTE  that  are  in  training  for  SNOWCAP  or  in 
transit  to  and  from  permanent  assignment. 

Answer.  DEA’s  Ehrug  Suppression  Section  (OPS)  currently  has  24  special  agent 
volunteers  firom  domestic  neld  divisions  attending  Spanish  Language  Training 
Coui'ses.  None  of  these  specid  agents  are  in  transit  to  or  firom  a  permanent  assign¬ 
ment. 

Question.  What  are  the  support  costs  for  the  SNOWCAP  Program  (costs  of  the 
program  less  personnel  compensation)? 

Answer. 


Operation  SNOWCAP  I  CADENCE  Program  operating  costs:  1993 


Operating  Punds .  $4,492,000 

PE^I  Punds  .  481,000 

Spanish  Language  Training .  935,000 

Alliance  Airwing  Support .  1,780,000 

DOD  1004  Support  .  1,062,000 


Total  .  8,740,000 


Question.  What  is  the  total  cost  of  DEA  personnel  stationed  in  Latin  America  by 
country?  Include  all  costs — ^personnel  compensation  allowances,  PAAS  charges,  Non- 
PAAS  space  and  support  costs,  etc. 

Answer. 


OEA  PERSONNEL  COSTS  IN  LATIN  AMERICA:  1993 

[Dollars  in  thousands] 


Country 


No.  of 
personnel 


Cost‘ 


Argentina . 

Belize . 

Bolivia  . 

Brazil . 

Chile . 

Colombia . 

Costa  Rica  . 

Ecuador . 

El  Salvador . 

Guatemala . 

Honduras  . 

Mexico . 

Netherlands  Antilles 

Panama . 

Paraguay  . 

Peru . 


7  $1,530 

2  500 

45  10,200 

8  1,871 

3  426 

43  7.663 

6  939 

8  1,373 

3  546 

8  2,115 

5  637 

56  8.276 

3  502 

8  1,288 

3  414 

14  3,142 
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DEA  PERSONNEL  COSTS  IN  LATIN  AMERICA:  1993— Continued 

[Do'lifS  in  thousands] 


Country 


No.  of 
personnel 


Cost* 


Uruguay .  2  305 

Venezuela .  10  1,769 


Total . . 234  43,496 

*  Items  identified  in  the  cost  column  totals  include:  payroll,  permanent  change  of  station,  leased  space,  leasehold  im¬ 
provement,  vehicle/aircraft  purchase,  communication,  equipment,  headquarter's  program  operations,  and  foreign  allowance. 

Question.  Why  do  SNOWCAP  teams  report  to  headquarters  rather  than  a  DEA 
Country  Attache? 

Answer.  While  deployed  to  foreign  countries,  all  DEA  Drug  Suppression  Teams 
report  to  the  respective  DEA  Country  Attache.  The  DEA  Headauartors  Drug  Sup¬ 
pression  &^tion  (OFS)  maintains  general  program  oversight  ana  provides  program 
support. 


Questions  Submitted  by  Senator  J.  Robert  Kerrey 

DEA  STATE  AND  LOCAL  TASK  FORCES 

Question.  DEA  participates  in  multi-jurisdictional  task  forces  across  Nebraska. 
These  task  forces  nave  been  successful  in  promoting  cooperation  between  the  DEA 
and  local  law  enforcement  to  fight  drug  crime.  The  eight  task  forces  in  Nebraska 
encompass  81  of  Nebraska's  93  counties  or  94.68  percent  of  the  State's  population. 
How  does  ths  DEA  measure  success  with  regard  to  the  multi-jurisdictional  task 
forces?  Wliat  results  have  been  achieved? 

Answer.  Rather  than  participating  in  formal  task  forces  in  Nebraska,  DEA  oper¬ 
ates  a  cooperative  interdiction  pro^am  involving  numerous  State  police  or  highway 
patrol  organizations.  Operation  Pipeline  was  initiated  to  incorporate  uniformed 
highway  patrol  officers  into  DEA’s  domestic  interdiction  efforts  via  the  identification 
and  arrest  of  large-scale  drug  traffickers  who  use  interstate  highways  to  transport 
drugs  acrc'SS  the  country. 

Using  experienced  patrol  officers  as  instructors,  DEA  trained  7,332  officers  in 
1993  alone  in  the  detection  and  apprehension  of  drug  suspects.  Nebraska  has  only 
recently  become  an  active  participant  in  drug  interdiction  as  a  result  of  Operation 
Pipeline  tiaining.  Interstate  80  has  since  been  identified  as  one  of  the  most  active 
drug  trafficking  routes  between  the  source  of  drugs  in  California  and  the  consumers 
in  New  York. 

All  of  the  information  from  highway  interdictions  and  controlled  deliveries  is  en¬ 
tered  into  the  drug  intelligence  database  at  the  El  Paso  Intelligence  Center  (EPIC). 
Police  officers  across  the  country  have  access  to  this  information  which  aids  in  the 
coordination  of  drug  investigations  within  and  across  State  lines. 

Based  on  information  provided  by  EPIC,  the  State  of  Nebraska  has  increased  its 
number  of  highway  interdictions  from  27  in  1992  to  79  in  1993.  Seizures  of  mari¬ 
juana  increased  from  474  kilograms  in  1992  to  3,215  kilograms  in  1993;  cocaine 
from  272  kilograms  in  1992  to  887  kilograms  in  1993;  and  dangerous  drugs  from 
227  dosage  units  in  1992  to  510  dosage  units  in  1993. 

In  admtion  to  the  Pipeline  Program,  DEA  supports  the  multi-iurisdictional  drug 
task  forces  in  the  State  of  Nebraska.  However,  due  to  personnel  limitations,  DEA 
participates  specially  in  the  Metropolitan  Task  Force  in  Omaha  and  the  Lincoln 
task  force. 

DEA  participates  in  the  Drug  Enforcement  Narcotic  Team  (DENT)  run  by  the 
U.S.  Attorney's  office  in  Omaha  and  also  participates  in  Organized  Crime  Drug  En¬ 
forcement  Task  ('orce  (OCDETF)  cases  throughout  the  State  of  Nebraska. 

Question.  In  1993,  one  mul^urisdictional  task  force,  the  Northeast  Nebraska 
Drug  Enforcement  Program  (NEDEP),  did  not  apply  for  Federal  funding  because 
they  were  unable  to  obtain  the  required  25  percent  new  cash  match.  NEDEP  contin¬ 
ues  to  operate  but  in  a  more  limited  capacity.  Other  task  forces  have  also  had  dif¬ 
ficulty  in  obtaining  the  required  matching  funds.  The  Nebraska  State  Patrol  has  as¬ 
sisted  several  task  forces  in  meeting  the  required  match  by  providing  $3,000  to 
$13,000  to  those  task  forces  needing  assistance.  NEDEP  required  more  than  the 
mjiximum  ($13,000)  amount  the  State  Patrol  could  provide.  How  will  1995  cuts  in 
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State  and  local  task  force  funding  pi'ovided  in  the  DEA  budget  affect  the  continued 
viability  of  these  task  forces? 

Answer.  The  DEA's  State  and  Local  Task  Force  Program  does  not  include  funding 
for  the  State  of  Nebraska.  The  Byrne  grant  program,  administered  by  the  Office  m 
Justice  Programs,  provides  resources  for  these  typ^  of  multi-jurisdictional  task 
forces.  Funding  for  these  task  forces  will  remain  at  the  1994  levels  in  the  amended 
1995  request. 


ALLOCATION  OF  DEA^S  DRUG  ENFORCEMENT  RESOURCES 

Question.  Given  that  the  DEA  is  faced  with  both  small-scale  drug  offenders  and 
larger  criminal  drug  organizations,  how  are  enforcement  resources  allocated  be< 
tween  these  two  ^ups? 

Answer.  DEA  focuses  primarily  on  the  larger  criminal  organizations  as  they  are 
the  suppliers  to  the  small-scale  offenders;  therefore,  DEA  dedicates  the  m^ority  of 
its  investigative  resources  to  investigating  the  large  organizations.  However,  DEA 
still  comimts  many  resources  to  sm^er-scale  investigations  through  its  State  and 
Local  Task  Force  Program,  as  er^rience  has  shown  mat  these  investigations  often 
lead  to  larger  criminal  organizations. 

DEA  DRUG  INVESTIGATION  TRAINING 

Question.  Prior  to  the  availability  of  the  Federal  funds,  Nebraska  law  enforcement 
personnel  received  minimal  trcining  in  the  drug  area.  With  the  availability  of  Fed¬ 
eral  funds  an  instructor  was  hired  to  develop,  implement,  and  evaluate  curriculum 
for  basic  drug  investigation.  The  DEA  also  conducts  specialized  training.  What  has 
the  effect  of  training  been  on  apprehension  of  drug  offenders?  Does  the  DEA  expect 
the  current  level  of  training  support  to  continue  through  1995? 

Answer.  In  1993,  DEA  conducted  seven  State  and  local  law  enforcement  training 
courses  in  the  State  of  Nebraska  for  a  total  of  307  law  enforcement  officers.  In  1994, 
DEA  has  thus  far  completed  a  total  of  two  State  and  local  trainii^  courses  in  Ne¬ 
braska  for  130  law  enforcement  officers.  These  classes  include  Two-Week  Basic  Drug 
Enforcement  courses,  a  Drug  Identification  course,  a  Highway  Interdiction  course. 
Clandestine  Laboratory  Certification  courses,  and  a  DEA  ftx)fiie/Drug  Trend  course. 
This  training  should  have  a  significant  impact  on  the  apprehension  of  criminal  drug 
offenders  in  Nebraska,  as  law  enforcement  personnel  appV  the  skills  and  techniques 
advanced  within  these  training  seminars. 

In  order  to  meet  the  administrative  cost  savings  goals  established  to  achieve  defi¬ 
cit  reduction,  funding  provided  by  DEA  for  State  and  local  training  seminars  has 
been  reduced  the  past  two  years.  DEA  will  probably  complete  a  total  of  four  State 
and  local  training  courses  in  1994,  three  courses  less  than  that  completed  in  1993. 

DEA  must  continue  to  pursue  cost  reductions  in  1995.  However,  I  am  committed 
to  fully  support  State  and  local  law  enforcement  interests.  Evepr  effort  will  be  made 
to  ensure  tnat  resources  provided  in  this  area  remain  stable  in  the  years  to  come. 


Questions  Submitted  by  Senator  Pete  V.  Domenici 

DEA-ORGANIZED  CRIME  DRUG  ENFORCEMENT  PROGRAM 

Question.  A  separate  appropriations  account  provides  funding  to  a  variety  of  law 
enforcement  agencies  and  bureaus,  including  agencies  in  the  Traasuiy  Department, 
for  Organized  Crime  Drug  Enforcement  activities.  In  1994  the  Congress  provided 
$382.4  million  and  4,201  positions  for  this  appropriations  account. 

The  1995  request  for  Organized  Crime  Drug  Enforcement  would  decrease  by  $12.5 
million  and  150  positions.  Indeed,  funding  would  be  $17.6  million  below  the  level 
necessary  to  maintain  base  operations. 

The  FBI  and  the  DEA  are  both  significant  participants  in  this  program.  The  FBI 
would  lose  22  positions  as  part  of  this  reduction,  including  12  support  positions  and 
10  agents.  These  reductions  are  in  addition  to  the  reductions  of  on-Doard  agents  that 
would  be  lost  in  the  primary  DEA  account.  What  is  the  rationale  for  this  reduction? 
Can  the  President's  recently  announced  violent  crime  initiative  be  implemented  if 
Uiis  reduction  is  accepted  by  the  Congress?  What  is  the  relationship  between  the 
existing  organized  crime  drug  enforcement  activities  of  the  Justice  Department  and 
the  new  Violent  Crime  Initiative?  Will  there  be  coordination  between  the  two  activi¬ 
ties,  or  will  they  be  separate? 

Answer.  The  reductions  in  the  Organized  Crime  Drug  Enforcement  Task  Force 
(OCDETF)  Program  are  a  part  of  the  Ihresident's  deficit  reduction  plan. 

DEA  initiates  75  percent  of  all  OCDETF  cases  and  participates  in  85  percent  of 
the  cases  under  the  auspices  of  this  program.  With  fewer  resources,  including  spe- 
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cial  agents  and  funding,  there  is  always  the  possibility  that  fewer  OCDETP  cases 
wiU  be  made. 

DEA  will  continue  to  offer  its  best  cases  to  the  OCDETF  Program — if  these  cases 
involve  violent  criminal  activity,  th^  will  also  be  forwarded. 

More  than  20  percent  of  OCDETF  cases  involve  some  violent  criminal  activity;  an 
additional  30  percent  of  OCDETF  cases  are  prosecuting  defendants  known  to  be  in¬ 
volved  in  violent  activities  historically. 

The  OCDETF  Program  will  be  addressing  the  violent  crime  initiative — coordina¬ 
tion  has  already  started  within  the  Justice  Department.  The  U.S.  Attorneys  in 
manv  areas  have  begun  to  document  the  number  of  special  agent  workhours  dedi¬ 
cated  to  violent  crime  by  agency. 

DEA  AGENTS  AT  HEADQUARTERS  AND  IN  ADMINISTRATIVE  POSTS 

Question.  The  Federal  Bureau  of  Investigation  is  implementing  a  plan  to  shift  600 
agents  from  administrative  positions  into  investigative  roles.  Three  hun^d  agents 
would  come  from  headquarters  and  300  from  non-investigative  positions  in  the  field. 

I  understand  the  Drug  Enforcement  Administration  has  231  agents  at  head¬ 
quarters  in  various  capacities.  Are  you  looking  at  a  similar  shift  in  personnel  at  the 
Drug  Enforcement  Administration? 

Answer,  Yes,  I  am  reviewing  a  number  of  options  that  will  place  a  stronger  em¬ 
phasis  on  field  investigations  at  the  expense  of  Headquarters  staffing.  For  example, 
as  part  of  DEA’s  downsizing  efforts,  I  am  reviewing  a  proposal  that  requires  a  ten 
percent  across-the-board  reduction  of  Headquarters  positions,  compared  to  only  a  six 
percent  reduction  in  DEA's  field  components.  Electing  to  take  this  larger  percentage 
reduction  at  Headquarters  would  allow  DEA  to  both  meet  the  existing  mandated  re¬ 
duction  of  positions  and  limit  the  impact  of  the  reductions  on  field  operations. 

Please  note  that  the  number  of  special  agent  personnel  that  could  be  transferred 
is  small  compared  to  the  FBI.  Of  the  231  special  agents  assigned  to  Headquarters, 
approximately  150  special  agents  (65  percent)  are  managers,  experts  who  provide 
policy  guidance,  and  pro^am  coordinators  who  provide  direct  support  to  investiga¬ 
tions  in  the  field.  In  addition,  DEA  has  very  few  agents  in  field  offices  assigned  to 
perform  noninvestigative  functions. 

DEA'S  KINGPIN  STRATEGY 

Question.  One  of  the  major  drug  control  programs  at  the  Drug  Enforcement  Ad¬ 
ministration  is  the  so-called  “Kingpin  Strategy”  in  which  the  DEA  targets  large 
international  drug  cartels.  How  does  the  strategy  work?  What  organizations  are  tar¬ 
geted,  and  why? 

Answer.  The  Kingpin  Strate^  was  designed  to  disrupt  and  dismantle  the  traffick¬ 
ing  organizations  that  operate  in  the  three  cocaine  source  countries  by  apprehending 
the  organizations’  leadership  and  attacking  their  operations.  Once  the  kin^in  and 
his  organization  are  identified,  the  Strategy  tnen  focuses  on  the  kingpins’ 
vulnerabilities — their  need  to  communicate,  their  need  for  precursor  chemicals,  and 
tlieir  need  to  move  large  amounts  of  money. 

A  kingpin  is  defined  as  a  specifio  head  of  an  international  drug  trafficking  organi¬ 
zation,  or  part  of  a  drug  tramckir.g  consortium,  in  a  source  country  that  is  respon¬ 
sible  for  directing  all  phases  of  u  .fiawful  production,  transportation,  and  wholesale 
distribution  of  bmk  quantities  of  cocaine  and/or  directing  the  financial  operations. 
To  qualify  as  a  kingpin,  the  individual’s  role  in  the  organization  should  be  so  in¬ 
volved  in  directing  some  or  all  of  the  aspects  of  that  organization’s  cocaine  traffick¬ 
ing  that  the  neutralization  of  the  kingpin  and  his  leadership  will  significantly  im¬ 
pact  on  the  cocaine  traffic  in  the  United  States. 

DEA  has  applied  the  Kinroin  Strate^  to  heroin  kingpins  also.  To  date,  DEA  has 
eight  cocaine  lungpins  and  tour  heroin  lungpins  targeted. 

Question.  Accormng  to  your  budget,  you  are  cutting  93  permanent  positions  from 
the  DEA  and  shifting  the  resources  associated  with  those  positions  for  the  Kingpin 
Strategy.  What  are  tne  funds  associated  with  this  shift  in  resources,  and  how  will 
they  be  used?  Are  these  support  positions  that  are  being  cut?  What  impact  will  this 
have  on  DEA  operations? 

Answer.  The  most  significant  vulnerability  of  the  kingpin  organizations  is  their 
need  to  communicate.  DEA  has  found  that  the  most  effective  tool  to  penetrate  their 
communications  structure  is  the  intensive  use  of  Title  III  wire  intercepts.  DEA  must 
contract  for  linguist  support  to  maintain  the  intercepts;  yet,  we  do  not  have  the 
tuning  to  sustain  the  level  of  intercept  operations  that  have  proven  so  successfid. 
Because  this  aggressive  intercept  program  has  become  the  most  effective  weapon  in 
^snetrating  the  kingpin  organizations,  DEA  will  reallocate  in  1995  $4  million  real- 
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ized  from  the  reduction  of  93  support  positions  so  that  it  may  continue  its  Title  III 
operations. 

This  reduction  will  have  no  immediate  effect  on  DEA  enforcement  operations  as 
these  position  cuts  will  be  realized  through  attrition.  However,  the  eventual  loss  of 
these  personnel  will  slow,  if  not  restrict,  DEA's  ability  to  provide  support  to  DEA 
operations. 

DEA  STAFFING 

Question.  According  to  the  budget,  the  DEA  will  be  reduced  by  10  agent  positions 
from  1994  to  1995.  However,  it  is  my  understanding  that  in  terms  of  agents  on¬ 
board,  as  opposed  to  those  authorized,  the  Drug  Enforcement  Administration  has 
178  agents  more  than  the  1994  personnel  ceiling.  That  means  that  by  the  end  of 
1995,  the  DEA  intends  to  take  a  total  of  188  agents  off  the  streets. 

What  is  the  reason  the  DEA  has  178  agents  over  its  FTE  level? 

Answer.  There  are  a  variety  of  reasons  DEA’s  on-board  level  for  special  agents 
is  178  over  its  authorized  level.  In  anticipation  of  receiving  position  enhancements 
in  1993,  DEA  hired  40  special  agents  over  its  authorized  level  in  the  latter  part  of 
1992.  In  addition,  in  1993  DEA  received  only  22  agent  positions,  which  was  more 
than  offset  by  reductions  of  163  agent  positions.  Additional  reductions  in  1994  tot€U 
98  agent  positions. 

Compounding  this  problem,  attrition  has  been  at  an  all-time  low.  Only  127  special 
agents  left  during  that  18-month  period  in  1993  and  1994. 

Question.  Do  you  intend  to  reduce  these  178  agents  to  the  authorized  level  by 
then  end  of  1994? 

Answer.  Projected  attrition  for  the  remainder  of  1994  is  estimated  at  38  agents. 
Because  DEA  will  not  be  conducting  a  reduction-in-force  in  1994,  DEA  will  not  be 
within  authorized  agent  ceiling  levels  by  the  end  of  the  fiscal  year. 

Question.  What  impact  will  this  reduction  have  on  the  ability  of  the  DEA  to  com¬ 
bat  the  drug  problem? 

Answer.  I  am  committed  to  maintaining  DEA's  field  agent  strength  to  the  fullest 
extent  possible.  DEA  will  conduct  its  downsizing  activities  in  ways  that  minimize 
the  impact  of  field  enforcement  capabilities.  DEA  will  con*^inue  to  combat  drug  traf¬ 
ficking  at  the  highest  level.  We  will  also  focus  on  reducing  violent  drug-related 
crime,  continuing  our  close  relationship  with  our  Federal,  State  and  local  law  en¬ 
forcement  counteroarts. 

Question.  Does  DEA  intend  to  close  field  offices  as  part  of  this  effort? 

Answer.  DEA  must  continually  evaluate  the  efficiency  and  effectiveness  of  ^1  of 
its  offices.  As  a  result  of  this  on-going  evaluation,  coi^led  with  the  downsizing 
plans,  some  smaller  resi'Lmt  offices  and  posts  of  duty  (offices  with  only  2  to  3  agent 
personnel)  may  have  to  be  closed.  Every  attempt  will  be  made  to  minimize  office 
closings. 

However,  in  those  areas  where  DEA  offices  will  be  reduced,  DEA  will  continue 
to  maintain  an  enforcement  presence.  In  addition,  DEA  will  continue  its  critical  liai¬ 
son  with  other  Federal,  State,  and  local  law  enforcement  organizations. 

Question.  What  would  be  the  cost  of  retaining  these  188  agents  in  1995? 

Answer.  The  cost  to  retain  178  agent  positions  over  our  authorized  level  in  1995 
would  be  $26.5  million.  To  retain  the  additional  10  OCDETF  agents  reduced  in 
1995,  an  additional  $1.5  million  would  be  needed. 

SUBCOMMITTEE  RECESS 

Senator  Hollings.  The  subcommittee  will  be  in  recess  until 
^ril  21 — I  think  it  is  a  Thursday — ^with  the  Secretary  of  State. 
Thank  you. 

[Whereupon,  at  11:36  a.m.,  Thursday,  April  14,  the  subcommittee 
was  recessed,  to  reconvene  at  10  a.m.,  Thursday,  April  21.] 
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THURSDAY,  APRIL  21,  1994 

U.S.  Senate, 

Subcommittee  of  the  Committee  on  Appropriations, 

Washington,  DC, 

The  subcommittee  met  at  10  a.m.,  in  room  SR~253,  Russell  Sen¬ 
ate  Office  Building,  Hon.  Ernest  F.  Hollings  (chairman)  presiding. 

Present:  Senators  Hollings  and  Domenici. 

DEPARTMENT  OF  STATE 
Secretary  of  State 

STATEMENT  OF  HON.  WARREN  CHRISTOPHER,  SECRETARY  OF  STATE 
OPENING  STATEMENT  OF  HON.  ERNEST  F.  HOLLINGS 

Senator  Hollings.  The  subcommittee  will  come  to  order. 

Today  the  subcommittee  will  hear  from  our  distinguished  Sec¬ 
retary  of  State,  Warren  Christopher,  regarding  the  fiscal  year  1995 
request  for  the  Department  of  State  ana  related  organizations. 

For  fiscal  year  1995,  the  administration  has  requested  $4,307  bil¬ 
lion;  $2,790  billion  is  for  operations,  maintenance  and  facilities  of 
the  Department  of  State  itself,  the  b^ance  being  for  related  organi¬ 
zations  like  the  United  Nations. 

Mr.  Secretary,  we  are  pleased  to  have  you  here  today. 

This  is  a  hearing  on  your  fiscal  year  1995  budget,  though  Fm 
sure  we  will  discuss  world  events  as  well.  But,  I  think  it  is  Impor¬ 
tant  for  us  all  to  realize  that  one  cannot  review  the  State  Depart¬ 
ment's  budget  in  isolation.  The  State  Department’s  mission  and  op¬ 
erations  are  intertwined  with  and  shaped  by  world  events. 

These  budget  amounts  are  not  just  numbers  on  a  page.  As  Fve 
traveled  to  our  American  Embassies  and  posts,  it  is  important  that 
we  do  not  lose  sight  of  the  fact  that  the  Department  of  State  is 
made  up  of  dedicated  men  and  women  who  every  day  represent 
this  countiy  abroad.  They  often  live  and  work  in  dangerous  loca¬ 
tions.  They  truly  are  the  oest  and  the  brightest. 

Everyone  who  visits  Washington  knows  about  the  wall  at  the 
Vietnam  Memorial.  But  few  probably  know  that  when  entering  the 
State  Department  Building  at  Fog^  Bottom,  inscribed  on  the  walls 
are  the  names  of  Foreign  Service  officers  who  have  given  their  lives 
for  their  country.  The  tragic  events  last  week  in  Iraq,  will  require 
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another  name  to  be  added  to  that  wall — ^Barbara  L.  Schell.  She  was 
helping  provide  humanitarian  relief  to  the  Kurds  and  she  was 
riding  in  one  of  those  Blackhawk  helicopters.  Barbara  Schell  also 
was  one  of  those  brave  Americans  who  was  taken  hostage  in 
Tehran  in  1979,  and  who  you,  Mr.  Secretary,  hel^d  free  in  1980. 
I  want  to  recognize  her  service  to  this  country  ana  express  our  con¬ 
dolences  to  her  family.  It  should  remind  us  of  the  risks  that  all 
these  dedicated  State  Department  officers  endure  in  service  to  the 
United  States. 

Mr.  Secretaty,  I  want  to  try  to  retain  as  much  time  as  we  can 
for  questions.  1  know  other  members  will  be  coming  along.  So,  we 
would  be  delighted  to  hear  from  you  at  this  time. 

GENERAL  STATEMENT 

Secretary  Christopher.  Mr.  Chairman,  Senator  Domenici,  it  is 
a  pleasure  to  be  here  today,  as  always.  I  look  forward  to  a  produc¬ 
tive  discussion. 

Senator  Rollings.  Incidentally,  your  statement  in  its  entirety 
will  be  included  in  the  record,  and  you  can  deliver  it  or  highlight 
it  as  you  wish. 

Secretary  Christopher.  Thank  you.  I  have  shortened  it  consider¬ 
ably  for  presentation  here,  Mr.  Chairman,  so  that  I  can  maintain 
ample  time  for  questions  and  answers. 

As  you  have  said,  I  am  here  to  outline  the  fiscal  year  1995  inter¬ 
national  affairs  budget  and  to  highlight  the  priorities  and  objec¬ 
tives  that  we  advance  in  this  budget  request. 

UPDATE  ON  BOSNIA 

First,  I  want  to  report  to  you  briefly  on  the  situation  in  Bosnia. 
The  Serbs  have  once  again  exhibited  contempt  for  the  world  com¬ 
munity,  and  an  unwillinmess  to  cooperate  in  achieving  a  peace  set¬ 
tlement.  For  days,  they  nave  been  shelling  a  city  crowded  with  ci¬ 
vilians,  even  after  its  ciefenses  crumbled. 

This  is  a  setback  for  the  momentum  we  have  achieved  in  recent 
weeks.  Commander  Marcovic  offered  Sarajevo  an  ultimatum,  a 
peace  agreement  between  the  Bosnians  and  the  Croats.  Neverthe¬ 
less,  it  is  important  to  be  clear  about  what  our  objectives  remain 
to  be. 

We  must  encourage  the  p.:*ities  in  Bosnia  to  settle  their  dif¬ 
ferences  at  the  negotiating  table.  As  President  Clinton  made  clear 
yesterday,  we  have  got  to  encourage  the  Serbs  to  negotiate  by  en¬ 
suring  that  they  will  pay  a  heavy  price  for  continued  agmssion. 

The  latest  Serb  conduct  requires  a  firm  response.  The  President 
has  put  forward  three  immediate  initiatives.  First,  we  are  propos¬ 
ing  to  our  NATO  allies  that  we  adapt  the  approach  that  was  suc¬ 
cessfully  applied  around  Sarajevo  to  the  other  U.N.  designated  safe 
areas  in  Bosnia,  including  Corazde. 

As  you  know,  air  power  itself  cannot  stop  all  Serb  aggression. 
But  it  can  act  as  a  deterrent  to  the  indiscriminate  shelling  of  the 
civilian  areas,  just  as  it  has  in  Sar^evo,  and  it  can  impose  heavy 
penalties  on  violators. 

Second,  the  President's  initiative  calls  for  us  to  redouble  our  ef¬ 
forts  to  impose  tough  sanctions  on  Serbia,  and  to  ensure  that  they 
are  enforced  as  strictly  as  possible. 
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Third,  we  will  step  up  our  humanitarian  efforts  in  Bosnia.  The 
United  States  will  work  with  the  United  Nations  to  provide  assist¬ 
ance  to  the  beleaguered  people  in  Gorazde. 

We  are  taking  these  steps  because  the  United  States  has  an  im¬ 
portant  strategic  interest  and  important  humanitarian  interests  in 
Bosnia.  We  have  a  strategic  interest  in  preventing  a  broader  Euro¬ 
pean  conflict.  We  have  an  interest  in  maintaining  NATO  as  a  credi¬ 
ble  force  for  peace  in  the  post-cold  war  Europe.  We  have  an  interest 
in  stemming  the  flow  of  refugees,  and  bringing  the  vast  tragedy  to 
an  end. 

Ultimately,  a  negotiated  settlement  among  the  parties  is  the  only 
way  this  conflict  can  properly  end.  The  agreement  we  forged  be¬ 
tween  the  Bosnian  Moslems  and  the  Croatians  in  Bosnia  has  al¬ 
ready  erased  the  Bosnia  battle  lines.  It  points  the  way  to  a  lighter 
settlement — one  that  we  urgently  seek. 

Let  me  add,  Mr.  Chairman,  that  we  will  support  the  authoriza¬ 
tion  of  additional  U.N.  peacekeepers  to  secure  the  humanitarian  ef¬ 
fort  and  to  consolidate  the  Bosnia-Croatian  peace  in  Bosnia. 

As  the  President  said  yesterday,  the  imperative  now  is  not  only 
to  address  the  latest  Serb  transgressions,  but  to  renew  the  momen¬ 
tum  for  peace.  We  will  be  addressing  our  initiatives  with  our 
NATO  allies  tomorrow  in  Brussels,  as  well  as  consulting  actively 
and  regularly  with  the  Russians. 

We  hope  we  can  come  together  on  a  common  approach  to  end  the 
conflict  and  bring  peace  to  the  former  Yugoslavia. 

BUDGET  PRIORITIES  IN  FISCAL  YEAR  1996 

Let  me  now  turn,  Mr.  Chairman,  to  the  President’s  request  for 
fiscal  year  1995,  which  is  truly  our  first  post-cold  war  international 
affairs  budget. 

This  budget  meets  the  challenges  of  the  post-cold  war  era  by  sup¬ 
porting  the  six  strategic  priorities  that  I  have  identified  as  central 
to  our  administration’s  foreign  policy. 

First,  it  allows  us  to  stren^hen  our  economic  security,  which 
President  Clinton  has  identified  as  a  very  high  international  affairs 
priority. 

Second,  it  provides  support  for  reform  in  Russia  and  the  other 
New  Independent  States. 

Third,  it  enables  us  to  sustain  transatlantic  security  and  prosper¬ 
ity. 

Fourth,  it  advances  our  interest  in  the  Asia  Pacific  area. 

Fifth,  it  promotes  peace  in  the  Middle  East. 

And,  sixth,  it  brings  global  issues,  such  as  nonproliferation, 
human  rights,  population,  and  the  environment,  into  the  main¬ 
stream  of  American  foreign  policy. 

Democracy  is  a  powerful  tool  for  advancement  of  these  priorities 
and  for  ensuring  a  strong  and  secure  America.  I  firmly  believe  that 
preventive  diplomacy  and  peacemaking  are  cost  effective.  They 
save  money  and,  even  more  important,  they  save  lives. 

Mr.  Chairman,  as  you  know,  much  of  our  budget  is  funded  bv 
other  Appropriations  subcommittees.  So,  naturally,  today,  I  will 
emphasize  the  budget  category  that  this  subcommittee  funds,  al¬ 
though  I  will  mention  others  briefly. 
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PROMOTING  U.S.  PKOSPERITY 

The  first  budget  category  is  promoting  U.S.  prosperity.  I  have  in¬ 
structed  our  missions  abroad  to  attach  the  highest  priority  to  ad¬ 
vancing  the  interests  of  American  exporters,  investors,  workers, 
and  farmers.  These  efforts  make  a  difference  for  American  busi¬ 
nesses  every  day.  These  efforts  could  not  be  possible  without  the 
steady  support  that  this  subcommittee  has  provided. 

In  this  respect,  Mr.  Chairman,  let  me  stress  the  vital  role  played 
by  the  U.S.  and  Foreign  Commercial  Service.  I  want  to  assure  you 
that  our  officers  overseas  are  working  more  closely  than  ever  with 
the  PCS,  the  Foreign  Commercial  Service,  to  advance  our  common 
goals. 


PROMOTING  DEMOCRACY 

The  second  category,  promoting  democracy,  reflects  our  ideals 
and  reinforces  our  interests.  The  exchange  of  ideas  is  a  necessary 
condition  for  the  development  of  democratic  institutions  around  the 
world.  Hence,  our  accompanying  request  for  USIA  so  as  to  permit 
extensive  streamlining  and  consolidation  of  international  broad¬ 
casting. 

FUNDING  FOR  NATIONAL  ENDOWMENT  FOR  DEMOCRACY 

Funding  for  the  National  Endowment  for  Democracy  is  also  vital. 
Its  activities  are  designed  to  strengthen  institutions — institutions 
that  encourage  pluralism,  that  strengthen  democratic  governance, 
civic  education,  human  rights,  and  respect  for  the  rule  of  law. 

In  this  regard,  Mr.  Chairman,  let  me  say  how  hopeful  we  are  and 
grateful  we  are  about  the  prospect  for  the  democratic  transition  in 
South  Africa,  where  the  National  Endowment  for  Democracy  has 
supported  voter  education,  conflict  education,  conflict  resolution, 
and  leadership  training. 

We  are  naturally  very  pleased  by  Tuesday’s  agreement  which  se¬ 
cured  a  Inkatha’s  participation  in  the  election  and  provides  the 
prospect  of  a  less-violent  election  season.  Now  we  want  to  work  to¬ 
gether  to  help  South  Africa  build  new  democratic  institutions. 

PROMOTION  OF  PEACE 

The  largest  share  of  this  budget  request  is  to  promote  peace — 
more  than  80  percent  of  it  for  maintaining  and  building  peace  in 
the  Middle  East.  Although  extremists  are  bent  on  sabotaging  the 
peace  process,  that  process,  nevertheless,  is  moving  forward,  de¬ 
spite  all  the  violence  in  the  Middle  East. 

When  the  bilateral  talks  resume  here  early  in  May,  I  hope  the 
parties  will  come  ready  to  make  some  hard  decisions  that  have  to 
be  made  in  order  to  move  the  peace  process  forward.  The  best  way 
to  insulate  the  peace  process  and  to  isolate  the  extremists  is  to 
change  realities  on  the  ground,  so  that  the  people  in  the  area,  peo- 

f)le  at  the  grassroots,  can  see  tangible  improvements  in  their  own 
ives. 

The  actions  of  extremists,  whether  in  Hebron  or  in  Afula,  are  de¬ 
signed  not  just  to  kill  individuals,  but  to  kill  the  peace  process  it¬ 
self.  We  are  all  determined  to  prevent  this  from  happening. 
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U.N.  PEACEKEEPING  CONCERNS 

We  have  also  requested,  as  you  said,  Mr.  Chairman,  funds  for 
U.N.  peacekeeping.  We  will  make  careful  judgments  about  when  to 
support  peacekeeping  operations  and  when  to  participate  in  them. 
In  making  such  judgments,  we  will  be  asking  a  new  set  of  tough 
questions  about  the  scope,  mission  duration,  availability  of  re> 
sources,  and  the  degree  of  risk. 

We  are  developing  criteria  to  determine  whether  or  not  existing  ^ 
peacekeeping  missions  merit  reauthorization.  We  see  U.N.  peace¬ 
keeping  as  a  tool  to  defuse  crises  and  to  prevent  breaches  of  peace 
from  threatening  our  interests  and  from  further  sapping  our  re¬ 
sources. 

Of  course,  we  always  reserve  the  right  to  act  unilaterally  or 
through  an  alliance  such  as  NATO.  But  when  a  U.N.  operation  best 
serves  our  interest,  we  want  to  ensure  that  it  works  effectively. 
U.N.  peacekeeping  missions  sometimes  achieve  important  goals  at 
costs  that  are  smaller  than  if  we  had  intervened  or  had  done  it 
alone. 

It  is  important  to  remember  that  fewer  than  1,000  of  the  70,000 
peacekeepers  around  the  world  are  American  forces.  The  total  costs 
that  Americans  bear  is  30  percent.  And  we  will  do  all  we  can  to 
reduce  that  figure  to  25  percent  by  1996. 

The  cost  of  peacekeeping,  of  course,  is  a  continuing  major  concern 
of  the  Congress,  as  well  as  for  our  administration.  We  are  working 
to  raise  efficiency  and  to  cut  costs.  But  I  do  believe,  Mr.  Chairman 
and  Senator,  that  we  must  fulfill  our  obligations  under  the  U.N, 
Charter  by  pa5dng  our  dues.  We  expect  our  peacekeeping  arrears 
in  fiscal  year  1994  to  exceed  $1  billion. 

As  you  know,  the  House  and  Senate  conferees  to  the  State  au¬ 
thorization  bill  agreed  to  authorize  the  administration’s  fiscal  year 
1994  supplemental  request  of  $670  million  for  peacekeeping,  sub¬ 
ject  to  certain  important  conditions.  We  need  your  help  to  solve 
this  funding  problem. 

We  are  determined  to  make  peacekeeping  more  effective  and  ac¬ 
countable.  Our  case  for  reform  is  stronger  when  our  bills  are  paid, 
and  undermined  when  our  bills  are  not  paid.  We  want  to  work  with 
you,  and  with  the  subcommittee.  We  will  seek  your  advice  and  sup¬ 
port  on  peacekeeping  funding,  as  well  as  the  underl3dng  policy  is¬ 
sues. 


NONPROLIFERATION  AND  DISARMAMENT 

In  this  budget,  we  are  also  requesting  funds  for  nonproliferation 
and  disarmament,  including  the  Arms  Control  and  Disarmament 
Agency.  This  topic,  of  course,  has  more  relevance  than  ever  before 
with  North  Korea’s  failure  to  meet  its  obligations  under  the  Nu¬ 
clear  Nonproliferation  Treaty. 

GLOBAL  RESPONSIBILITIES 

Finally,  Mr.  Chairman,  we  are  requesting  funds  to  support  the 
operations  of  the  State  Department  in  our  assessed  contributions 
to  international  organizations.  These  funds  will  provide  support  for 
our  foreign  missions  and  our  people  abroad,  the  foreign  affairs  pro- 
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fessionalSi  who  dedicate  themselves  to  the  hard  business  of  diplo¬ 
macy  in  difficult  and  dangerous  places  all  around  the  world. 

These  skilled  Americans  do  much  more  than  just  manage  rela¬ 
tionships  with  foreign  governments.  They  mediate  conflicts,  pro¬ 
mote  exports,  defend  human  rights,  and  coordinate  humanitarian 
aid. 

As  you  know,  Mr.  Chairman,  last  week  began  with  the  heroic 
service  of  our  people  under  fire.  They  were  representing  the  United 
States  in  Rwanda.  Two  days  later,  Barbara  Schell,  a  brave  and  dis¬ 
tinguished  foreign  service  officer,  died  in  the  helicopter  accident  in 
northern  Iraq.  These  are  examples  of  the  kind  of  service  that  our 
foreign  service  professionals  are  giving  around  the  world. 

Of  course,  we  cannot  assign  a  monetary  value  to  the  work  that 
our  American  diplomats  do  overseas.  But  we  can  say  that  their 
commitment,  their  judgment  and  their  courage  add  greatly  to 
American  strength  around  the  world. 

The  Department  of  State  has  seen  a  dramatic  increase  in  its 
worldwide  responsibilities.  There  were  more  than  20  new  posts  re¬ 
quired  by  such  developments  as  the  New  Independent  States  and 
developments  elsewhere  around  the  world.  We  are  accommodating 
growing  consular  workloads,  and  we  are  trying  to  strengthen  secu¬ 
rity  at  our  borders  within  these  stringent  budgets. 

INFRASTRUCTURE  IMPROVEMENTS 

The  Department  must  also  begin  to  try  to  reverse  a  decade-long 
erosion  of  facilities  that  sustain  our  work  around  the  world.  And 
we  must  begin  to  modernize  our  information  and  financial  manage¬ 
ment  system,  along  with  our  telecommunications  network.  We 
must  upgrade  our  outdated  and  increasingly  dysfunctional  com¬ 
puter  hardware  and  software. 

That  is  why  the  President  has  requested  a  $30  million  increase 
in  our  operating  accounts.  Because  it  is  absolutely  essential  to  try 
to  modernize  and  bring  into  this  current  period  our  computer  soft¬ 
ware,  as  well  as  our  diplomatic  communications  network  around 
the  world. 

If  we  once  again  defer  our  modernization  effort,  it  would  seri¬ 
ously  impair  our  ability  to  carry  out  the  policy  goals  that  are  im¬ 
portant  to  all  of  us. 

ASSESSED  CONTRIBUTIONS  AND  THE  UNITED  NATIONS 

The  budget  category  with  respect  to  the  Department  itself,  also 
includes  our  share  of  assessed  contributions  to  other  nations  and 
other  international  organizations.  This  request  is  consistent  with 
the  statutory  restrictions  and  continues  our  commitment  to  pay 
back  the  arrears  that  we  accumulated  in  prior  years.  The  United 
Nations  and  other  multilateral  bodies  are  taking  on  some  of  the 
most  difficult  problems  of  our  time — from  famine  to  refugees,  to 
ethnic  conflict,  to  the  survival  of  democracy  in  developing  nations. 

We  believe  the  United  Nations  must  set  more  rigorous  priorities 
and  find  new  ways  to  cut  costs.  Given  the  expanding  complexity  of 
U.N.  operations,  far-reaching  improvements  in  accountability  are 
definitely  needed.  The  United  Nations  has  made  some  progress,  but 
further  reforms  are  definitely  necessary. 
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One  of  our  highest  priorities  at  the  United  Nations  is  the  estab¬ 
lishment  of  a  fully  independent  inspector  general  office,  able  to 
carry  out  the  functions  of  that  office  in  an  efficient  way. 

FISCAL  YEAR  1996  BUDGET— CONCLUSION 

In  conclusion,  Mr.  Chairman,  I  would  say  the  fiscal  year  1995 
budget  is  consistent  with  the  President’s  deficit  reduction  plan.  It 
is  an  austere  request,  reduced  in  real  terms  from  the  already  strin¬ 
gent  budget  in  fiscal  year  1994.  This  budget  will  continue  our  cost¬ 
cutting  efforts  undertaken  over  the  last  several  years.  It  is  also  a 
budget  with  a  single  unifying  theme — investing  in  the  prosperity 
and  security  of  the  United  States. 

The  support  of  your  committee  is,  of  course,  vital  to  our  effort  if 
we  are  to  move  forward.  You  certainly  have  my  commitment,  Mr. 
Chairman  and  Senator,  that  we  will  work  closely  with  this  sub- 
commii^tee  in  working  out  these  very  difficult  funding  efforts  at  a 
time  of  a  good  deal  of  peril  around  the  world  and  a  good  deal  of 
need  for  consultations  with  the  Congress  as  we  tackle  these  dif¬ 
ficult  problems. 


PREPARED  STATEMENT 

Thank  you,  Mr.  Chairman.  I  would  be  pleased  to  try  to  respond 
to  your  questions. 

[The  statement  follows:] 

Statement  of  Warren  Christopher 

Mr.  Chairman,  Members  of  the  Committee:  It  is  a  pleasure  to  appear  before  you 
today.  The  President  and  I  benefit  greatly  from  your  counsel  and  expertise,  and  I 
want  to  continue  working  with  you  on  the  issues  and  challenges  we  face. 

I  am  here  to  outiine  the  fiscal  1996  International  Affairs  budget  request  and  to 
hi^dight  ^e  priorities  and  objectives  it  advances. 

For  more  than  four  decades,  our  foreign  policy  proceeded  from  the  necessary 
premise  that  our  overriding  national  security  goal  was  the  global  containment  of  So¬ 
viet  power.  That  organizing  principle,  and  the  policies  that  flowed  from  it,  were  sup¬ 
ported  by  a  strong  bipartisan  consensus.  Indeed,  it  was  that  consensus  that  per¬ 
mitted  the  expencuture  of  vast  resources  in  our  sustained  and  successful  effort  to 
contain  the  Soviet  threat. 

Now  we  have  an  opportunity  and  a  responsibility  to  remake  American  diplomacy 
and  to  reinforce  American  security  in  a  world  unburdened  by  superpower  confironta- 
tion.  In  doing  so,  the  Congress  and  the  executive  branch  must  forge  a  new  consen¬ 
sus  about  how  to  marshal  more  limited  resources  to  meet  new  challenges. 

The  President’s  fiscal  1996  budget  seeks  to  define  this  new  consensus.  The  budget 
is  consistent  with  the  Peace,  Prosperity  and  Democracy  Act,  which  defines  overall 
U.S.  foreign  policy  objectives  for  this  decade  and  beyond.  Passage  of  the  act,  which 
the  President  submitted  to  Congress  in  February,  is  a  top  legislative  priority  for  the 
Administration. 

Our  fiscal  1996  submission  is  the  first  true  post-Cold  War  foreign  affairs  budget. 
This  budget  supports  our  core  responsibility  to  maintain  our  national  defense  and 
promote  peace.  At  the  same  time,  it  broadens  our  concept  of  national  security.  It 
places  greater  emphasis  on  advancing  America’s  economic  interests  and  on  renewing 
America’s  leadership  on  global  issues  such  as  non-preliferation,  the  environment, 
and  population. 

This  budget  meets  the  great  challenges  of  our  era  by  supporting  the  six  strategic 
priorities  that  I  have  identified  as  central  to  this  Administration’s  foreign  policy. 

Our  first  strategic  priority  is  strengthening  America’s  economic  security.  Last  fall, 
I  noted  that  with  NAFTA,  APEC,  and  the  GATT  Uruguay  Round,  there  was  an  ex- 
traor^naiy  convergence  of  opportunities  for  the  United  States.  I  am  pleased  that 
w^uUed  off  what  I  consider  to  be  a  triple  play  for  America’s  economic  tuture. 

This  Administration  has  attached  a  high  strategic  priority  to  encouraging  political 
and  economic  reform  in  Russia  and  the  other  New  Independent  States.  We  do  so 
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not  out  of  charity  but  because  the  success  of  that  reform  is  in  the  overriding  interest 
of  the  United  States,  Our  support  for  economic  and  poUticai  reform  in  Russia  re¬ 
mains  a  wise  investment  in  America’s  security  and  prosperity. 

We  have  strengthened  America's  enduring  political,  economic,  and  military  links 
to  Europe.  We  have  fortified  the  transatlantic  partnership  by  completing  the  GATT 
Round  and  by  renewing  the  NATO  Alliance.  We  have  expanded  NATO’s  cooperation 
with  the  East  through  President  Clinton’s  Partnership  for  Peace  initiative.  And  we 
are  working  with  our  NATO  Allies  and  through  the  U.N.  to  contain  and  end  the 
conflict  in  the  former  Yugoslavia. 

We  also  are  deepening  our  engagement  in  the  Asia-Pacific  region.  The  United 
States  is  and  will  remain  a  Pacific  power.  We  are  the  key  to  security  and  stability 
in  the  region.  We  are  participating  in  regional  security  dialogues,  including  the 
ASEAN  Regional  Forum,  to  ease  tension  and  to  stem  arms  races  in  Asia.  We  are 
working  agmssively  to  expand  our  trade  and  investment  links  and  to  repair  our 
economic  relationship  with  Japan. 

We  also  have  an  interest  in  promoting  democratic  values  in  Asia,  a  continent 
where  democracy  is  on  the  move  yet  repressive  regimes  remain.  As  you  know,  I 
have  made  it  clear  to  the  leaders  of  China  that  MFN  renewal  will  require  the  over¬ 
all  significant  progress  on  human  rights  set  forth  in  the  President’s  executive  order 
last  May. 

Achieving  a  just  and  lasting  Arab-lsraeli  peace  through  direct  negotiations  has 
been  a  top  priority  for  this  Administration  since  our  first  day  in  office.  Although  ex¬ 
tremists  are  bent  on  sabotaging  the  peace  process,  that  process  is  going  forward. 

Israel  and  the  PLO  are  now  concluding  their  negotiations  for  an  Israeli  with¬ 
drawal  from  Gaza  and  Jericho,  and  for  the  transfer  of  authority  to  Palestinians  in 
those  two  areas.  Soon  the  parties  will  be  negotiating  the  issue  of  Palestinian  interim 
self-government  in  the  remainder  of  the  West  Bank, 

I  firmly  believe  that  the  best  way  to  insulate  the  peace  process  and  to  isolate  the 
extremists  is  to  change  the  realities  on  the  ground.  The  actions  of  extremists, 
whether  in  Hebron  or  Afula,  are  designed  not  just  to  kill  individuals  but  to  kill 
peace  itself.  We  are  determined  not  to  let  them  succeed.  Next  week,  I  will  be  travel¬ 
ing  to  the  Middle  East  to  help  move  the  process  forward. 

Finally,  a  hallmark  of  this  Administration  is  to  put  non-proliferation  and  other 
global  issues  into  the  mainstream  of  American  foreign  policy.  These  challenges  in¬ 
clude  building  democracy  and  upholding  human  rights,  promoting  sustainable  popu¬ 
lation  ^wth  and  environment^  protection,  stemming  the  upsurge  in  refugees,  and 
combating  terrorism  and  narcotics, 

Mr.  Chairman,  diplomacy  is  a  powerful  tool  for  advancing  these  priorities  and  for 
ensuring  a  strong  and  secure  America.  Although  barely  1  percent  of  the  federal 
budget  is  devoted  to  international  affairs,  that  investment  yields  enormous  benefits 
for  our  nation.  It  allows  us  to  respond  to  the  perils — and  to  realize  the  great  possi¬ 
bilities — of  this  new  era. 

We  do  not  normally  advertise  the  value  the  nation  gets  for  its  international  affairs 
money.  I  firmly  believe,  however,  that  preventive  diplomacy  and  peacemaking  is  ul¬ 
timately  cost-effective.  It  saves  money.  Far  more  important,  it  saves  lives. 

Consider,  for  a  moment,  several  striking  examples.  Compare  the  cost  of  conflict 
resolution  in  the  former  Soviet  Union  to  the  price  we  would  pay  if  the  region  were 
consumed  by  war.  Compare  the  cost  of  diplomatic  action  to  curb  the  spread  of  nu¬ 
clear  weapons  to  the  price  we  would  pay  if  rogue  states  engaged  in  nuclear  black¬ 
mail.  Compare  our  share  of  the  cost  of  U.N.  peacekeeping  to  the  price  of  unilateral 
militaiy  action.  And  compare  the  cost  of  promoting  development  and  democracy  to 
the  price  of  famine  and  human  displacement.  Preventive  efforts  do  not  always  make 
the  front  pages.  But  that  is  partly  a  tribute  to  their  success:  a  crisis  averted  is  rare¬ 
ly  reported. 

Clearly,  our  long-term  interests  are  ill-served  by  responding  only  to  the  crises  of 
the  day.  The  challenge  of  diplomacy  is  to  anticipate,  and  to  prevent,  the  crises  of 
the  future.  If  we  are  successfiil,  we  can  dedicate  greater  resources  to  the  urgent 
challenges  of  domestic  renewal. 

Mr,  Chairman,  although  much  of  our  international  affairs  budget  is  funded  by 
other  appropriations  subcommittees,  1  want  to  summarize  briefly  the  full  scope  of 
our  funding.  Let  me  describe  the  budget  categories  that  support  our  strategic  prior¬ 
ities  and  other  objectives,  highlighting  how  each  serves  the  interests  of  the  Amer¬ 
ican  people  and  represents  a  wise  investment  for  our  nation.  I  will  give  special  em¬ 
phasis  to  the  ways  in  which  the  basic  diplomatic  functions  that  are  funded  by  this 
subcommittee  support  our  nation’s  foreign  policy  priorities  and  objectives. 
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PROMOTING  U.S.  PROSPERITY 

President  Clinton  is  pursuing  the  most  ambitious  international  economic  policy 
agenda  of  any  President  in  almost  half  a  century.  When  Congress  approved  NAFTA, 
we  created  opportunities  for  high-paying  export  jobs  at  home,  and  we  built  a  bridge 
of  greater  economic  and  politico  cooperation  to  Latin  America,  banning  with  Mex> 
ico.  When  the  President  nested  a  successful  meeting  of  the  APEC  forum  in  Seattle, 
we  reached  out  to  a  dynamic  region  that  attracts  an  increasing  volume  of  U.S.  ex¬ 
ports  and  supports  high-wage  American  jobs.  With  the  Uruguay  Round,  we  con¬ 
cluded  the  most  far-reaching  trade  agreement  in  history,  an  agreement  to  cut  tar¬ 
iffs,  lower  barriers,  spur  growth,  create  American  jobs,  and  add  trillions  of  dollars 
to  file  world’s  output  in  the  next  decade. 

1  have  instructed  our  embassies  around  the  world  to  attach  the  highest  priority 
to  advancing  the  interests  of  American  e^orters,  investors,  and  workers.  These  ef¬ 
forts  make  a  difference  for  American  businesses  every  day.  To  cite  one  powerful  ex¬ 
ample,  the  $6  billion  airframe  contract  that  Saudi  Arabia  awarded  earlier  this  year 
to  Boeing  and  McDonnell  Douglas  will  support  thousands  of  American  jobs.  Of 
course,  the  sale  can  largely  be  attributed  to  the  superiority  of  the  American  product. 
Bi'.t  from  the  outset  of  this  Administration,  the  State  D^artment  and  our  Embassy 
in  Riyadh  worked  hard,  in  conjunction  with  Commerce  S^retary  Brown  and  Trans¬ 
portation  Secretary  Pena,  to  help  make  this  order  possible. 

In  this  respect,  Mr.  Chairman,  let  me  cite  the  vital  role  played  by  the  U.S.  and 
Foreign  Commercial  Service.  With  our  Ambassadors  dedicating  greater  attention  to 
promoting  American  commerce  abroad,  that  role  is  expanding  accordingly.  I  want 
to  assure  you  that  our  officers  overseas  are  working  more  closmy  than  ever  with  the 
FCS  to  advance  our  common  goalD. 

BUILDING  DEMOCRACY 

Promoting  democracy  and  human  rights  reflects  our  ideals  and  reinforces  our  in¬ 
terests.  As  l^esident  Clinton  noted  in  his  State  of  the  Union  address,  “*  *  *  the 
best  strata^  to  ensure  our  security  and  to  build  a  durable  peace  is  to  support  the 
advance  of  democracy  elsewhere.” 

Democracy  and  human  rights  have  been  key  issues  in  our  relations  with  many 
countries.  Our  embassies  enable  us  to  investigate  abuses  and  to  raise  our  concerns 
with  other  governments.  The  President’s  plan  to  open  a  liaison  office  in  Vietnam, 
for  example,  will  help  us  shed  greater  light  on  human  rights  violations  in  that  na¬ 
tion  and  begin  a  dialogue  with  its  government  on  this  issue. 

Through  your  subcommittee,  the  United  States  also  supports  multilateral  efforts 
to  hold  nations  accountable  for  abuses  and  to  act  jointly  to  prevent  them  from  occiu*- 
ring.  At  the  World  Conference  on  Human  Rights  last  year  in  Vienna,  we  rec¬ 
ommended  the  appointment  of  a  U.N.  Specim  Rapporteur  on  Violence  against 
Women,  a  position  approved  earlier  this  month.  Similarly,  with  strong  U.S.  backing, 
the  General  Assembly  created  the  office  of  U.N.  High  Commissioner  for  Human 
Rights.  And  thanks  to  the  efforts  of  Assistant  Secreta^  Shattuck  and  our  delegation 
to  the  U.N.  Human  Rights  Commission,  the  commission  recently  passed  an  historic 
first  resolution  condemning  anti-semitism. 

As  I  have  already  stated,  support  for  democratic  and  economic  reform  in  Russia 
and  the  other  New  Independent  States  remains  a  strategic  priority  for  our  foreign 
policy.  It  is  also  the  focus  of  a  substantial  part  of  our  budget. 

This  winter  brought  renewed  fears  about  Russia’s  future.  Let  me  emphasize  that 
our  policy  is  guided  by  a  Arm  sense  of  our  interests  and  a  clear-eyed  understanding 
of  the  facts  on  the  ground.  We  have  always  recognized  the  difficulties  facing  reform 
in  Russia.  We  know  that  Russia  cannot  overcome  the  Soviet  legacy  overnight.  We 
know  that  powerful  forces  are  arrayed  against  reform.  We  expected  setbacks;  we  ex¬ 
pect  more  in  the  future.  We  must  be  realistic  in  our  expectations,  steady  in  our  sup¬ 
port  for  reform,  and  unequivocal  in  our  opposition  to  the  enemies  of  reform. 

UsiM  funds  provided  by  your  subcommittee,  Mr.  Chairman,  we  have  begun  work¬ 
ing  witn  Russian  experts  to  clean  up  Lake  Baikal,  one  of  the  world’s  great  fresh 
water  assets.  We  also  are  enhancing  commercial  relations  between  Alaska,  our  West 
Coast,  and  the  Russian  Far  East. 

The  International  Affairs  budget  also  includes  funds  for  the  new  democracies  in 
Central  and  Eastern  Europe.  We  are  promoting  Western  investment  and  helping 
these  countries  strengthen  democratic  institutions  and  absorb  the  heavy  costs  of  re¬ 
form.  And  we  are  working  to  widen  market  access  for  Central  and  Eastern  Europe. 

We  are  also  requesting  ^1.43  billion  from  your  subcommittee  for  the  United  States 
Information  Agency  so  mat  it  can  continue  to  play  an  effective  role  in  strengthening 
pluraliem  and  fostering  the  free  exchange  of  news  and  ideas  around  the  world.  This 
mncQng  will  permit  the  streamlining  of  USIA  programs  recommendet'  by  the  Na- 
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tional  Performance  Review.  It  will  permit  consolidation  of  international  broadcast¬ 
ing,  which  will  end  administrative  duplication  and  yield  future  savings.  It  also  will 
accelerate  the  shift  to  the  modem  communications  t^hnology  that  we  must  hariiess 
to  amplify  our  support  for  open  societies. 

Finally,  funding  for  the  National  Endowment  for  Democracy,  which  your  sub- 
committ^  also  provides,  is  essential.  Its  activities  are  designed  to  strengthen  insti¬ 
tutions  that  encourage  pluralism,  democratic  governance,  civic  education,  human 
rights,  and  respect  for  the  rule  of  law.  Our  fiscal  1995  budget  requests  $45  million 
for  the  NED. 


PROMOTING  SUSTAINABLE  DEVELOPMENT 

This  Administration  is  paying  significant  attention  to  the  interlocking  threats  of 
unsupportable  population  growth,  endemic  poverty,  and  environmental  degradation. 

Population  is  especially  critical  because  it  affects  every  other  aspect  of  sustainable 
development.  We  are  requesting  mone>r  for  bilateral  programs  and  those  supported 
by  the  U.N.  Fund  for  Population  Activities  (UNFPA),  At  the  Cairo  population  con¬ 
ference  this  fall,  where  our  delegation  will  be  able  4o  play  a  leadership  role  because 
of  the  funding  you  provided  in  the  fiscal  1994  budget,  we  will  have  an  unprece¬ 
dented  opportunity  to  use  our  contributions  to  leverage  assistance  from  other  do¬ 
nors. 

Ihese  problems  can  be  addressed  successfully  only  in  concert  with  other  nations. 
As  a  result  of  eneigetic  diplomacy,  for  example,  the  United  States  and  Japan  have 
agreed  to  promote  family  planning  and  reproductive  health  around  the  world.  Japan 
recently  pledged  to  contribute  an  additional  $3  billion  over  the  next  seven  years  to 
address  ^pulation  growth  and  to  combat  the  spread  of  HIV/AIDS. 

Our  diplomatic  efforts  to  promote  environmental  protection  also  are  producing  re¬ 
sults.  Working  with  other  nations,  we  have  limited  greenhouse  gas  emissions  in  de¬ 
veloping  countries  and  reduced  the  use  of  ozone-destroying  chemicals.  We  are  pro¬ 
tecting  countless  plant  and  animal  species,  many  of  which  have  important  medicinal 
and  agricultural  uses.  And  we  are  safeguarding  the  health  of  the  world’s  oceans. 

PROMOTING  PEACE 

The  largest  share  of  the  International  Affairs  budget  is  devoted  to  promoting 
peace.  More  than  80  percent  of  this  money  is  for  maintaining  and  advancing  peace 
in  the  Middle  East,  a  strategic  priority  of  our  foreign  policy. 

We  also  have  made  every  effort  to  promote  conflict  resolution  in  the  nations  that 
emerged  from  the  collapse  of  the  Soviet  empire.  American  diplomats  have  sought 
to  encourage  the  mediation  of  conflicts  in  Georgia  and  Azerbaijan.  We  continue  to 
pursue  the  full,  rapid,  and  unconditional  withdrawal  of  Russian  troops  from  the  Bal¬ 
tic  states,  and  we  welcome  the  troop  withdrawal  agreement  between  Russia  and 
Latvia. 

In  your  bill,  Mr.  Chairman,  we  have  requested  funds  for  U.N.  peacekeeping  activi¬ 
ties.  As  you  know,  the  Administration  conducted  a  ^ear-long  review  of  our  peace¬ 
keeping  policy  and  reached  some  important  conclusions.  Our  proposals  are  aimed 
at  reforming  the  U.N.’s  peacekeeping  operations  and  at  improving  the  way  we  man¬ 
age  U.S.  participation  in  them. 

The  purpose  of  our  policy  is  not  to  expand  our  peacekeeping  commitments.  Rath¬ 
er,  we  want  to  establish  a  process  for  making  sound  judgments  about  when  we 
should  support  peacekeeping  operations  and  when  we  should  participate  in  them. 
Before  deciding  whether  to  support  a  new  peacekeeping  operation,  we  are  asking 
tough  questions  about  scope,  mission,  duration,  availability  of  resources  and  degree 
of  risk.  We  are  developing  rigorous  criteria  to  determine  whether  existing  peace¬ 
keeping  missions  merit  reauthorization. 

As  you  know,  Mr.  Chairman,  the  U.N.’s  operational  capacities  have  failed  to  keep 
pace  with  the  rapid  growth  in  new  missions.  We  are  working  with  U.N.  officials  and 
with  experts  from  other  nations  to  make  peacekeeping  more  effective  and  account¬ 
able.  We  are  also  vigorously  pursuing  the  establishment  of  a  high-level,  independent 
office  with  the  functions  of  an  Inspector  General  to  eliminate  waste  and  inefficiency 
at  the  U.N.  I  want  to  reassure  you  that  this  remains  one  of  our  highest  priorities 
with  respect  to  the  U.N. 

The  Administration  does  not  view  ,U.N.  peacekeeping  as  a  centerpiece  of  our  na¬ 
tional  security  strategy.  Rather,  we  see  it  as  a  tool  to  defuse  crises  and  to  prevent 
breaches  of  the  peace  from  turning  into  larger  disasters  that  threaten  our  interests 
and  sap  our  resources.  We  reserve  the  right  to  act  unilaterally  or  through  an  alli¬ 
ance  such  as  NATO.  But  when  a  U.N.  operation  best  serves  our  interests,  we  want 
to  ensure  that  it  works  effectively. 
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While  some  U.N.  missions  cannot  be  counted  as  successes,  many  have  been  efiec- 
•tive  in  keeping  the  peace  and  in  securing  transitions  to  democracy.  In  places  as  di¬ 
verse  as  £l  Salvador,  Namibia,  the  Middle  East,  southern  Europe,  ana  Cambodia, 
U.N.  forces  have  achieved  substantial  gains.  Today,  the  U.N.  is  engag^  in  a  part¬ 
nership  with  NATO  to  relieve  suffering  and  promote  peace  in  Bosnia.  The  U.N.  has 
sent  election  monitors  to  South  Africa.  And  the  U.N\  presence  is  vital  to  securing 
the  fragile  settlement  in  Mozambique. 

These  missions  achieve  goals  that  Americans  support  at  a  cost  far  smaller  than 
if  we  had  intervened  alone.  Fewer  than  700  of  the  70,000  peacekeepers  deployed 
around  the  world  are  American.  Of  the  total  cost,  America  hears  30  percent,  and 
we  have  pledged  to  do  all  we  can  to  reduce  that  figure  to  25  percent  by  the  begin- 
ni^  of  1996. 

Tne  cost  of  U.N.  p^cekeeping  is  a  matter  of  continuing  concern  for  both  Congress 
and  the  Administration.  We  are  working  at  the  U.N.  to  improve  efficiency  and  to 
contain  expenses.  But  we  must  also  meet  our  obligations.  We  expect  our  peacekeep¬ 
ing  arrears  in  fiscal  1994  to  exceed  $1  billion.  We  need  your  help  to  solve  this  prob¬ 
lem  and  to  provide  this  fiinding.  President  Clinton  has  made  it  clear  that  he  consid¬ 
ers  funding  for  peacekeeping  operations  to  be  a  high  priority. 

Our  specific  requests  include  $670  million  in  fiscal  year  1994  supplemental  funds. 
On  TueMay,  House  and  Senate  conferees  to  the  State  Department  Authorization  bill 
agreed  on  a  provision  to  authorize  these  funds  with  certain  conditions.  In  1995.  we 
aiTO  are  requesting  $533  million  for  assessed  peacekeeping  missions,  including  $288 
million  for  shortfalls,  and  $75  million  in  voluntary  peacekeeping  operations. 

Because  we  believe  that  the  Departments  of  State  and  Defense  should  have  a 
“shared  responsibility”  for  peacekeeping,  the  Administration  is  also  requesting  $300 
million  for  the  Defense  Department  to  cover  the  cost  of  peace  enforcement  missions 
and  of  operations  that  involve  the  presence  of  U.S.  combat  troops,  ^t  me  assure 
you,  Mr.  Cheiirman,  that  the  State  Department  will  retain  diplomatic  control  over 
these  missions. 

In  urging  your  favorable  consideration  of  our  request,  I  stress  three  points. 

First,  we  may  soon  face  an  unacceptable  choice  at  the  U.N.  between  rejecting  a 
r<;acekeeping  operation  that  serves  our  interests  or  approving  another  new  mission 
LOT  which  funds  do  not  exist.  We  have  a  strong  interest,  for  example,  in  seeing  that 
conflicts  in  the  former  Soviet  Union  are  resolved  in  ways  that  maintain  the  integrity 
of  the  New  Independent  Sbites.  U.N.  involvement  is  one  way  to  advance  that  goal. 
But  if  U.N.  members  are  unwilling  to  contribute  troops  because  they  fear  they  will 
not  be  paid,  the  option  disappears. 

Second,  we  cannot  expect  U.N.  peacekeeping  to  become  more  effective  if  we  are 
unwilling  to  fulfill  our  treaty  obligations  under  the  U.N.  Charter  by  paying  our 
dues.  The  U.N.'s  inability  to  secure  timely  contributions  of  money,  troops,  and 
eqmpment  jeopardizes  operations  and  puts  peacekeepers  at  greater  risk. 

Third,  we  are  promoting  a  long  list  of  financial  and  management  reforms  at  the 
U.N.  Our  case  for  reform  is  stronger  when  our  bills  are  paid  up,  and  undermined 
when  they  are  not. 

Mr.  Chairman,  we  want  to  work  with  you  and  with  your  subcommittee.  We  seek 
your  advice  and  support  on  peacekeeping  funding  and  policy  issues. 

Also  included  in  this  section  of  the  budget  are  funds  for  non-proliferation  and  dis¬ 
armament.  We  are  requesting  $61  million  from  this  subcommittee  for  the  Arms  Con¬ 
trol  and  Disarmament  Agency.  This  includes  funding  to  implement  the  Chemical 
Weapons  Convention  and  for  the  extension  of  the  Nuclear  Non-Proliferation  Treaty 
(NPT). 

Of  particular  concern  today  is  North  Korea’s  failure  to  meet  its  obligations  under 
the  NPT.  Our  objective  has  been  clear.  The  Korean  Peninsula  must  be  free  of  nu¬ 
clear  weapons  and  free  of  the  fear  they  engender.  North  Korea  must  not  be  per¬ 
mitted  to  threaten  its  neighbors. 

On  March  31,  the  U.N.  Security  Council  called  upon  North  Korea  to  live  up  to 
its  non-proliferation  obligations.  North  Korea's  leaders  now  face  a  stark  choice.  If 
they  allow  international  inspections  of  their  nuclear  facilities,  and  if  they  resume 
a  dialogue  with  South  Korea  on  the  nuclear  issue,  then  we  can  move  toward  a  diplo¬ 
matic  solution.  If  they  do  not,  they  will  face  furffier  isolation  and  deeper  hardship, 
including  the  possibility  of  sanctions. 

Our  diplomatic  efforts  in  the  former  Soviet  Union  are  producing  significant  results 
with  respect  to  denuclearization  and  non-proliferation.  With  our  assistance,  thou¬ 
sands  01  nuclear  weapons  in  the  former  Soviet  Union  will  be  safely  dismantled. 
President  Clinton  has  signed  an  accord  with  Ukraine  and  Russia  that  has  begun 
the  process  of  eliminating  nuclear  weapons  from  Ukraine's  territory.  And  we  agreed 
vrith  Russia  that  our  respective  nuclear  weapons  would  no  longer  be  targeted  at  any 
country. 
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We  also  have  seciired  a  commitment  from  Russia  to  restrict  its  missile-related  ex< 
ports  according  to  the  Missile  Technology  Control  Remme.  This  will  help  ensure  that 
the  world's  biggest  potential  supplier  of  missile  technology  is  part  of  the  solution, 
rather  than  part  of  uie  problem. 

American  diplomats  overseas  work  with  our  allies  on  a  daily  basis  to  keep  sen* 
sitive  equipment  and  technology  from  rogue  states.  These  efforts  have,  for  example, 
stopped  shipments  to  Libya  of^emicals  used  to  make  missile  fuel  and  of  equipment 
us^  to  make  chemical  weapons. 

This  section  of  the  budget  also  funds  important  efforts  to  confront  international 
criminal  activities,  such  as  narcotics  trafficking  and  terrorism.  Drugs  and  violence 
deny  us  security,  endanger  democracy,  undermine  economic  development,  and 
threaten  the  global  environment.  We  have  shifted  our  international  drug  control 
strategy  from  interdiction  to  a  more  effective  focus  on  source  countries.  We  will  con¬ 
centrate  our  efforts  on  strengthening  democratic  institutions,  creating  economic  al¬ 
ternatives  to  the  drug  trade,  stepping  up  eradication,  and  dismantling  drug  cartels. 


PROVIDING  HUMANITARIAN  ASSISTANCE 

Humanitarian  assistance  programs  will  always  be  p^t  of  our  foreign  policy  be¬ 
cause  they  reflect  the  values  of  the  American  people.  Thcsy  also  reinforce  our  inter¬ 
est  in  sustainable  development. 

Our  fiscal  1995  budget  provides  funds  for  refugees,  food  assistance  and  disaster 
relief  programs.  Most  of  the  world's  humanitarian  crises  are  man-made  and,  there¬ 
fore,  preventable.  By  promoting  peace,  economic  growth,  and  democracy,  we  hope 
over  time  to  reduce  future  needs  for  such  assistance. 


ADVANCING  DIPLOMACY 

This  budget  categoiy  includes  funds  to  support  the  operations  of  the  D^artment 
of  State  and  our  assessed  contributions  to  international  organizations.  Effective  di¬ 
plomacy  through  early  reporting,  crisis  prevention,  and  the  effective  use  of  member¬ 
ship  in  the  U.N.  and  other  international  organizations  is  crucial  to  achieving  Ameri¬ 
ca’s  broad  national  security  ^oals. 

State  Department  Operations.— The  State  Department  provides  diplomatic  and 
operational  support  on  behalf  of  American  interests  abroad.  Its  people  and  missions 
are  vital  to  our  effoits  to  promote  peace,  prosperity,  and  democracy  in  a  rapidly 
changing  world. 

More  than  40  years!  ago.  Dean  Acheson  described  the  men  and  women  of  our  dip¬ 
lomatic  service  as  “people  giving  their  whole  lives  to  the  United  States,  competent, 
courageous,  devotea.”  Some,  he  went  on,  “were  serving  in  areas  of  hot  war  where 
bombs  were  dropping  and  bullets  were  flying,  and  others  were  serving  where  dan¬ 
gers  to  health  were  as  great  as  bullets.  *  *  •  They  knew  their  duty  and  did  it.” 

Much  has  changed  since  Acheson  spoke  those  words,  but  this  has  not:  our  forei^ 
affairs  professionals  still  conduct  the  hard  business  of  diplomacy  in  sometimes  dif¬ 
ficult  and  dangerous  places  around  the  globe.  American  diplomats  do  more  than 
manage  our  relations  with  foreign  govemraents.  They  mediate  conflicts,  promote  ex¬ 
ports,  defend  human  rights,  and  coordinate  humanitarian  aid.  When  crises  pass, 
and  spotlights  are  dimmed,  they  remain — ^knowing  their  duty  and  doing  it. 

As  you  know,  Mr.  Chairman,  last  week  began  with  the  heroic  service  under  fire 
of  our  people  in  Rwanda.  A  few  days  later,  Barbara  Schell,  a  brave  and  distin¬ 
guished  foreign  service  officer,  died  in  the  helicopter  accident  in  northern  Iraq. 

For  two  centuries,  Americans  have  chosen  this  difficult  form  of  public  service  be¬ 
cause  they  have  been  deeply  committed  to  America’s  enduring  purposes  in  the 
world.  We  cannot  assign  an  exact  monetary  value  to  their  work.  But  we  can  say 
with  great  confidence  that  the  commitment,  confidence,  judgment,  and  the  courage 
of  American  diplomats  testify  to— and  add  to — America’s  strength. 

Investing  in  the  skills  of  the  people  who  manage  and  execute  our  foreign  policy 
and  intemationEd  progp’ams  is  more  critical  than  ever  before.  At  the  new  National 
Foreign  Affairs  Training  Center  in  Arlington,  Virginia,  we  are  training  our  foreign 
affairs  professionals  in  the  diplomatic  disciplines  of  the  future.  The  men  and  women 
trained  on  that  campus  are  learning  to  promote  not  just  our  values  but  our  exports; 
to  protect  not  only  our  physical  security  but  our  intellectual  property.  They  are 
studying  global  issues  such  as  the  environment  and  democratic  development.  And 
in  the  core  skill  area  of  foreign  language  proficiency,  the  Center  is  already  teaching 
10  of  the  lan^ages  of  the  successor  states  of  the  former  Soviet  Union  that  were 
not  taught  before.  That  training  is  enabling  them  to  work  effectively  in  the  frontier 
posts  of  post-Cold  War  diplomacy — the  12  new  embassies  strung  across  the  11  time 
zones  of  the  former  Soviet  Union. 
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Over  the  last  several  years,  the  Department  of  State  has  seen  a  dramatic  increase 
in  its  worldwide  responsibilities,  with  more  than  20  new  posts  in  the  New  Independ¬ 
ent  States  and  elsewhere.  It  also  has  established  programs  to  sharpen  commercial 
promotion,  to  accommodate  mwing  constilar  and  passport  workloads,  and  to 
strengthen  security  at  our  borders.  The  Department  also' must  reverse  a  decade-lone 
erosion  in  its  facilities  and  begin  to  modernize  its  aging  information  and  financim 
management  systems  and  its  telecommunication  network. 

We  must  upOTade  our  outdated  and  increasingly  dysfunctional  computer  hardware 
and  software,  lliat  is  why  the  President  has  r^uested  a  modest  $30  million  in¬ 
crease  in  our  operating  accounts.  To  once  again  defer  our  modernization  efforts 
would  impair  our  capacity  to  carry  out  the  policy  goals  I  have  discussed  today. 

Consistent  with  the  National  Performance  Review,  the  Department  has  liegun  to 
reform  its  organization  and  operations,  streamlining  operations  and  decision-mak¬ 
ing.  It  is  redeploying  resouixes  and  personnel  to  meet  new  challenges.  The  fiscal 
1996  request  restores  the  Department  to  the  1993  funding  level;  it  does  not  cover 
two  years  of  inflation  in  overseas  and  domestic  costs.  The  request  includes  budget 
reductions  incorporating  the  President’s  executive  orders  to  reduce  personnel  and 
administrative  overhead. 

To  operate  within  our  funding  levels,  we  have  drastically  reduced  hiring  to  cut 
644  FtE’s  (full-time  equivalents)  through  1994  and  1,044  I^E’s  through  1995.  We 
have  reduced  security  programs  by  $25  million,  and  cut  spending  for  my  security 
detail  by  26  percent.  We  have  closed  17  posts  over  the  last  two  years  and  cut  the 
number  of  deputy  assistant  secretaries  and  equivalents  by  28  percent.  W^  have 
achieved  further  savings  by  reducing  travel,  transportation,  and  telephone  costs, 
cutting  contractual  expenses,  £ind  controUii^  supply  inventories  and  purchases. 

The  U.N.  and  Other  International  Organizations. — Our  leadership  in  international 
organizations  such  as  NATO,  the  U.I^,  and  the  IAEA,  enables  us  to  advance  our 
interests  in  the  post-(Dold  War  era.  The  U.N.  and  other  multilateral  bodies  are  tak¬ 
ing  on  the  most  difficult  problems  of  our  time:  from  famine  to  population  growth; 
from  ethnic  conflict  to  the  survival  of  democracy  in  developing  nations.  With  strong 
American  support,  the  U.N.  can  play  an  effective  role  in  meeting  these  challenges. 

The  President’s  budget  includes  $914  million  for  our  share  of  assessed  contnou- 
tions  to  the  U.N.  and  other  international  organizations.  The  Contributions  to  Inter¬ 
national  Organizations  appropriation  request  reflects  President  Clinton’s  commit¬ 
ment  to  fund  fully  our  dues  to  the  U.N.  and  other  multilateral  organizations.  The 
request  is  consistent  with  statutory  restrictions  and  continues  our  commitment  to 
pay  arrears. 

Streamlining  the  U.N.  system  is  essential  if  that  institution  is  to  become  more  ef¬ 
fective.  At  a  time  when  U.N.  agencies  are  under  pressure  to  take  on  expanded  agen¬ 
das,  the  U.N.  will  have  to  set  more  rigorous  priorities  and  find  new  ways  to  cut 
costs.  We  are  making  significant  promss  in  these  areas.  We  are  working  to 
strengthen  U.N.  activities  in  human  rights,  humanitarian  affairs  and  the  U.N.’s  ad¬ 
ministration  of  peacekeeping  operations,  including  the  establishment  of  a  Depart¬ 
ment  of  Peacekeeping  Operations. 

Given  the  expanding  complexity  of  U.N.  operations,  particularly  in  peacekeeping, 
far-reaching  improvements  in  accountability  at  the  U.N.  are  also  needed.  As  a  first 
step,  the  ^retary  (j^neral  has  established  an  independent  Office  for  Inspections 
ana  Investigations.  As  I  stated  earlier,  we  are  pressing  hard  for  the  creation  of  an 
independent  Inspector  General. 

Mr.  Chairman,  the  fiscal  1995  budget  is  consistent  with  the  President’s  deficit  re¬ 
duction  plan.  It  is  an  austere  request,  reduced  in  real  terms  from  the  already  strin¬ 
gent  19^  budget.  It  will  continue  the  cost-cutting  efforts  of  the  last  few  years. 

We  have  presented  this  budget  to  realign  our  priorities,  to  reorient  our  spending, 
and  to  restructure  our  institutions  in  ways  that  will  promote  a  broader  concept  of 
national  security,  while  protecting  our  nation’s  enduring  interests.  All  the  paris  of 
this  budget  are  linked  ^  a  single,  unifying  theme;  investing  in  the  security  and 
prosperity  of  the  United  States. 

The  continuing  support  of  your  subcommittee  is  vital  if  our  efforts  to  promote 
American  interests  are  to  succeed.  You  have  my  commitment  that  we  will  work  with 
each  of  you  to  advance  the  priorities  and  objectives  for  our  nation  that  I  have  de¬ 
scribed. 


DEATH  OF  BARBARA  SCHELL 

Senator  Rollings.  Mr.  Secretaiy,  on  behalf  of  the  committee,  we 
should  recognize  again,  as  you  indicate,  the  service  of  Barbara 
Schell  to  her  country.  The  condolences  we  offered  to  her  family  and 
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the  recognition  that  perhaps  it  is  just  as  dangerous,  in  some  cases 
more  dangerous,  to  be  in  the  Department  of  State  than  it  is  in  the 
U.S.  Army  infantry.  But  with  the  new  world  disorder,  you  might 
say,  they  are  in  dangerous  spots. 

On  this  committee,  we  do  not  look  upon  the  Department  of  State 
as  a  bunch  of  striped-pants  diplomats  sipping  tea.  We  know  the 
foreign  service  is  hard  work,  it  is  dangerous  work,  and  we  under¬ 
stand  that.  And  this  Senator  admires  you  and  your  dedication. 

BOSNIA — URGENCY  OF  INVOLVMENT 

Now,  I  remember  1  year  ago  you  testified  before  this  committee 
with  tremendous  caution — we  were  not  in  Bosnia.  Today,  you  start 
off  with  the  urgency  of  involvement,  talking  about  the  atrocious 
conduct  going  on  over  there.  In  fact,  last  year  you  established  cri¬ 
teria  before  the  United  States  became  involved,  before  there  was 
any  use  of  military  force,  you  had  to  stand  the  Christopher  four¬ 
way  test.  It  was  almost  like  getting  in  the  Rotary  Club. 

BOSNIA  AND  THE  FOUR-WAY  TEST 

You  said,  one,  before  we  involve  the  use  of  military  force,  we 
must  be  able  to  state  to  the  American  people  the  goal  for  which  the 
force  would  be  used.  We  have  not  done  that.  I  would  take  it  in  a 
generous  way  and  say  it  was  peacekeeping  to  begin  with;  it  moved 
to  protecting  the  peacekeeping  force;  and  now  it  has  moved  to  pro¬ 
tecting  safe  havens.  And  it  is  a  moving  target  of  increasing  involve¬ 
ment. 

Two,  your  second  test  was  there  is  a  strong  likelihood  that  we 
will  be  successful  in  the  use  of  force.  Of  course,  we  bombed  Gorazde 
twice,  and  the  second  time  they  shot  down  a  NATO  plane,  and  it 
has  exacerbated  the  situation,  rather  than  brought  anyone  to  any 
peace  table. 

Three,  the  third  test:  There  must  be  an  exit  strategy.  We  must 
know  how  we  are  going  to  get  out.  We’ve  got  500  troops  in  Macedo¬ 
nia,  and  I  do  not  know  how  we  are  going  to  get  out.  It  looks  like 
we  are  getting  in. 

And  four:  Is  it  a  program  that  will  be  sustained  by  support  from 
the  American  people. 

Well,  the  headline  this  morning  is  that  you  are  asking  NATO  for 
approval,  not  the  American  people  and  not  Congress.  No  one  has 
asked  this  Senator  or  this  subcommittee.  And  we  have  to  pay  for 
it. 


PEACEKEEPING  APPROPRIATIONS 

And  right  to  the  point,  4  years  ago,  we  had  a  $20  million  appro¬ 
priation  for  peacekeeping.  Today,  the  requirement  is  now  up  to 
$1.5  billion.  Four  years  ago  there  were  only  10,000  peacekeepers; 
there  are  now  70,000  troops  involved  in  peacekeeping  around  the 
world  in  16  countries.  As  you  indicate,  the  United  States  pays  30.4 
percent. 

Let  us  take  up  the  two  separately.  The  actual  payment,  we  can 
talk  about  that.  But,  bringing  up  Bosnia,  I  find  a  different  Sec¬ 
retary  of  State  today.  You  were  a  model  of  caution  last  year,  but 
now  one  of  urgency  for  involvement.  Am  I  correct,  or  what  is  your 
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comment?  Where  are  we  headed,  and  when  are  you  going  to  an¬ 
swer  how  the  Christopher  four-way  test  is  met? 

Secretaiy  Cimstopher.  Senator,  I  think  all  of  those  tests  can  be 
met  in  connection  with  the  action  the  United  States  proposes  here. 
V/e  iust  cannot  turn  our  back  on  the  situation,  Mr.  Chairman.  I 
think  that  we  have  a  very  strong  interest  in  ensuring  that  this  con¬ 
flict  d^s  not  spread.  We  have  a  strong  interest  in  maintaining  the 
credibility  of  NATO.  We  must  deal  with  this  humanitarian  crisis  to 
the  best  extent  that  we  can. 

CLINTON’S  THREE-PRONGED  INITIATIVE 

So,  I  think  the  action  that  the  President  proposed  yesterday,  the 
three-pronged  initiative,  is  the  soundest  way  to  deal  with  this  prob¬ 
lem.  I  think  that  it  is  not  a  problem  we  can  walk  away  from,  be¬ 
cause  I  think  those  tests  are  nrmly  met.  The  mission  that  we  have 
here  is  to  try  to  stop  the  Serb  aggression,  or  at  least  td^sure  that 
they  pay  a  very  high  price  if  the  aggression  is  going  to  continue. 

Our  overall  goal,  though,  is  to  ensure  that  the  parties  come  to 
the  peace  table.  Now,  we  intend  to  do  that  in  the  context  of  work¬ 
ing  with  our  NATO  allies.  And  we  intend  to  do  it  in  the  context 
of  involving  air  power  and  not  U.S.  ground  troops,  which  I  think 
continues  to  be  the  soundest  way  to  approach  the  problem. 

Senator,  I  feel  very  strongly  that  this  is  the  time  when  even  a 
cautious  Secretary  of  State,  which  perhaps  I  will  always  be,  feels 
the  need  to  vindicate  the  U.S.  leadership  and  to  take  a  strong,  ro¬ 
bust  position  to  ensure  that  this  conflict  does  not  spread,  and  to  en¬ 
sure  that  we  maintain  the  credibility  of  NATO,  as  well  as  our  own 
forces. 

Senator  Rollings.  Russia  resists  your  request.  The  French  resist 
your  request.  And  when  you  use  the  expression,  “walking  away 
from  it,”  is  that  not  what  we  did  in  Somalia?  Is  that  not  what  we 
are  doing  today  in  Rwanda?  We  are  back  to  the  demonstrations  on 
Haiti  vis-a-vis  Cuba. 

Are  we  walking  aw^  from  Haiti  and  Rwanda  and  Somalia,  but 
where  Caucasians  in  Europe  are  involved,  we  really  feel  a  respon¬ 
sibility,  an  obligation,  is  that  the  case? 

Secretary  Christopher.  Senator,  you  asked  a  lot  of  questions 
there - 

Senator  Rollings.  There  is  just  one  question.  Why  are  we  get¬ 
ting  into  Bosnia? 


STRATEGIC  INTERESTS  IN  BOSNIA 

Secretary  Christopher.  We  are  getting  into  Bosnia  because  we 
have  a  strategic  interest  in  preventing  that  conflict  from  spreading. 
We  are  getting  into  Bosnia  because  I  think  maintaining  NATO  as 
a  credible  force  in  Europe  is  very  important.  We  also  have  a  very 
strong  interest  in  preventing  floods  of  refugees  from  spreading  into 
Europe,  where  we  have  a  tremendous  interest. 

In  Somalia,  to  take  the  case  you  mentioned,  I  think  the  President 
took  a  courageous  and  determined  action  when,  6  months  ago,  he 
said  we  are  going  to  be  leaving  in  6  months,  but  we  are  going  to 
be  giving  the  Somalians  and  the  other  United  Nations  countries  an 
opportunity  to  take  our  place  there.  We  do  not  have  the  same  kind 
of  strategic  interest  in  Somalia  or  in  Rwanda  as  we  do  in  Bosnia. 
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It  is  a  Balkan  area.  It  has  been  the  seed  ground  of  too  many 
international  conflicts  for  us  to  turn  our  back  on  them. 

You  asked  about  both  the  French  and  the  Russians^  Mr.  Chair¬ 
man.  We  are  working  very  closely  with  the  French.  I  have  talked 
with  Foreign  Minister  Dufee  almost  every  day  in  the  last  several 
days,  and  1  can  assure  you  that  they  see  the  situation  almost  pre¬ 
cisely  as  we  do. 

We  have  also  been  in  close  contact  with  the  Russians,  because 
I  think  they  understand  that  the  Serbs  have  been  an  affront  to  the 
world.  They  have  broken  promise  after  promise,  and  they  now  have 
to  be  dealt  with.  At  least  we  have  to  increase  the  price  that  they 
will  pay  if  they  continue  their  purpose. 

BOSNIA— A  CIVIL  WAR 

Senator  Hollings.  The  expression  used,  “international  conflict.” 
Now,  we  know  80  years  ago,  on  the  morning  of  June  29,  1914,  the 
day  after  the  assassination,  that  the  Croats  and  Muslims  in  Sara¬ 
jevo  were  rioting  against  the  Serbs.  That  is  80  years  ago.  That  is 
not  international;  that  is  national.  That  is  not  international  war; 
that  is  civil  war.  And  that  is  the  point  of  my  question. 

We  are  involving  ourselves  in  a  civil  war.  And  we  can  pick  civil 
wars  around  the  globe  to  get  into.  We  can  start  in  Ireland.  At  least 
we  speak  the  language  up  there;  I  can  understand  the  people.  We 
would  have  a  better  time  if  we  are  trjring  to  find  likely  places  to 
go.  That  is  not  international  conflict.  Amd  the  Europeans  have  said 
that  refugees — we  have  got  a  refugee  problem.  We  got  one  coming 
up  from  Mexico  and  we  got  another  one  coming  from  Haiti  and 
Cuba  directly. 

It  has  been  stated  by  former  Secretaries  that  we  had  no  national 
interest,  no  security  interest  in  Bosnia.  In  fact,  your  predecessor 
said,  “no  dog  in  that  fight.'  You  think  we  do  have  one? 

INTERNATIONAL  INTERESTS 

Secretary  Christopher.  Senator,  we  definitely  have  very  strong 
interests  mven  the  way  the  situation  has  evolved  in  Bosnia.  By  the 
example  that  you  used,  Mr.  Chairman,  I  am  surprised  that  you  do 
not  see  it  as  I  do.  The  fact  that  the  situation  prompted  World  War 
I  is  one  of  those  historical  coincidences  that  occurred  in  the  former 
Yugoslavia,  and  it  spread  through  Europe.  We  would  have  done 
well  if  somehow  that  conflict  could  have  been  contained.  And  what 
we  are  trying  to  do  is  to  try  to  ensure  that  this  conflict  does  not 
spread  to  the  rest  of  Europe. 

Senator  Rollings.  Well,  but  that  is  exactly  what  h^pened  back 
in  1914.  Barbara  Tuchman  will  tell  you  the  story  in  “The  Guns  of 
August” — the  other  countries  got  involved.  They  did  not  leave  it  in 
its  civil  nature.  They  did  not — that  is  my  point.  We  are  coming  to 
make  it.  Was  it  not  Santayana  who  said,  “Those  who  disregard  the 
lessons  of  history  are  doomed  to  repeat  them” — and  we  are  doing 
the  same  thing.  We  are  making  a  civil  war  an  international  war. 
And  I  do  not  know  how  it  is  going  to  stand  what  I  call  the  mother 
test. 

Now,  I  have  got  a  knock  on  the  door.  That  was  a  British  Harrier 
that  went  down  in  Gorazde,  but  I  got  the  knock  on  the  doer  there, 
later  on  this  year  it  could  be  an  American  aircraft,  and  the  way  you 
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are  getting  involved  in  so-called  safe  havens  and  everything  else. 
And  vou  have  to  tell  a  mother  she  has  lost  her  son.  Bosnia  must 
stand  that  mother  test  of  saying  how  and  why  a  son  or  daughter 
was  killed.  All  I  would  be  able  to  say  is  well,  we  had  a  few  hearings 
and  we  heard  about  our  obligations.  And  we  heard  different  things 
from  others. 

Let  me  not  belabor  just  that  point.  I  want  to  yield  to  our  distin¬ 
guished  ranking  member,  and  I  nave  got  other  questions. 

Secretary  Christopher.  If  I  could  just  add  one  thing,  Mr.  Chair¬ 
man? 

Senator  Rollings.  Yes. 

Secretary  Christopher.  I  have  the  greatest  respect  for  you,  and 
we  have  had - 

Senator  Rollings.  Well,  I  would  say  this  in  respect  to  you,  I 
think  you  and  I  are  on  the  same  side,  but  you  are  tr^ng  to  carry 
the  war  of  CNN  and  the  news  junkies  over  there  in  the  White 
Rouse.  [Laughter.] 

You  and  I  a^ee,  I  can  tell  from  your  statements  last  year.  That 
is  why  I  brou^t  your  statements  to  read  here  this  morning.  I  am 
trying  to  get  you  back  to  them. 

Secretary  Christopher.  Senator,  I  think  this  is  more  than  a  civil 
war.  The  aggression  of  the  Serbs  I  think  is  quite  transparent.  They 
have  in  mind  a  ^eater  Serbia.  They  are  looking  to  the  south,  to 
Kosovo  and  possibly  to  Macedonia.  They  are  moving  into  Bosnia 
and  perhaps  into  Croatia.  I  think  it  is  in  those  terms  that  we  have 
to  contain  the  conflict. 

If  it  is  to  be  defined  solely  as  a  civil  war  it  would  be  a  lot  simpler 
thing.  But  this  aggression  began  in  1992  on  somebody  else's  watch. 
It  should  have  been  stopped  then,  and  I  think  it  is  time  now  to 
exact  a  very  high  price  for  continuation  of  that  aggression. 

Pardon  me.  Senator. 

Senator  Rollings.  That  is  all  right. 

Senator  Domenici. 


peacekeeping  arrearages 

Senator  Domenici.  Thank  you  very  much,  Mr,  Chairman. 

Mr.  Secretary,  I  think  everybody  knows  that  this  is  an  Appro¬ 
priations  meeting,  with  reference  to  budgeting  matters.  But  obvi¬ 
ously  we  cannot  avoid  the  compelling  issues  that  are  before  us. 

I  want  to  open  my  Questions  by  first  saying,  Mr.  Chairman,  I  did 
tell  the  President,  and  I  think  a  lot  of  Senators  did,  that  we  would 
try  to  get  some  of  the  money  that  is  owed  for  peacekeeping  arrears; 
that  we  would  try  to  find  some  way  to  fund  that.  I  will  try  to  do 
that. 

Senator  Rollings.  Would  you  yield  on  that  point? 

Our  distinguished  Ambassador  to  the  United  Nations  called  rel¬ 
ative  to  Georgia — and  Shevardnadze.  And  she  wanted  to  know 
ahead  of  time  about  support  for  peacekeeping  there,  to  help  our 
friend  there  and  help  that  countiy.  And  I  said,  so  long  as  it  is 
peacekeeping.  But,  you  know,  to  wonder,  where  is  the  peace  there? 
And  yet,  you  have  still  got  them  there.  Oh,  you  can  say  there  are 
no  American  troops,  but  the  United  States  is  paying  one-third  of 
the  cost. 

In  Rwanda  right  now,  there  is  no  peace  there. 
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Excuse  me. 


ARREARAGE  FUNDING 

Senator  Domenici.  But  I  do  want  to  say,  Mr.  Secretary,  I  think 
that,  in  the  United  States  Senate  at  least,  what  is  going  on  in 
Bosnia  right  now,  and  what  is  the  American  policy,  and  what 
chance  do  we  have  of  some  success,  if  we  know  what  success  is — 
I  think  that  is  all  going  to  become  part  of  whether  we  can  pay  our 
arrearage  for  peacekeeping.  And  I  do  really  believe  that  at  every 
step,  a  defense  of  what  is  going  on  over  there  is  going  to  have  to 
be  made,  and  of  what  is  going  on  in  the  United  Nations,  if  there 
is  any  chance  of  getting  arrearage  money. 

I  am  not  going  to  spend  much  time  on  the  arrearage,  other  than 
to  tell  you  I  have  no  idea  where  we  will  find  $1.1  billion.  I  under¬ 
stand  there  may  be  some  way  to  find  $660  million  to  $670  million 
without  breaking  the  budget. 

Having  said  that,  I  want  to  make  a  point  for  the  American  peo¬ 
ple  with  reference  to  peacekeeping  and  how  we  pay  for  it. 

First,  I  would  like  very  much  to  suggest,  Mr.  Secretary,  that 
there  is  a  real  difference  between  peacekeeping  and  peacemaking. 
And,  frankly,  I  believe  what  we  are  busy  about  now  in  Bosnia  is 
peacemaking,  not  peacekeeping.  And,  shortly,  I  will  ask  you  about 
the  peacekeeping  in  Bosnia  which  is  currently  hypothetical,  but 
there  seems  to  already  be  a  very  big  commitment  on  the  part  of 
our  President  to  what  we  are  going  to  do  when  we  ever  get  to  a 
peacekeeping  posture. 

And  I  want  to  discuss  whether  the  commitment  is  realistic  or 
not,  in  light  of  the  possible  success  of  U.N.  peacekeeping. 

peacekeeping  money  not  an  entitlement 

Having  said  that,  Mr.  Secretary,  it  seems  to  me  that  you  have 
to  make  the  point  with  the  President  and  with  the  Ambassador  to 
the  United  Nations  and  with  all  of  the  administration's  inter¬ 
national  policymakers  that  peacekeeping  money  is  not  an  entitle¬ 
ment,  We  have  made  a  commitment  to  the  senior  citizens  of  Amer¬ 
ica — and  we  have  given  them  an  entitlement;  they  will  get  their 
checks.  But  we  do  not  have  an  entitlement  to  pay  for  peacekeeping 
or  even  for  peacemaking. 

And  I  am  afraid  that  we  are  moving  in  this  so-called  new  world 
of  either  order  or  disorder — that  we  are  moving  perilously  close  to 
acting  like  Congress  and  the  American  people  are  just  going  to 
have  to  pay  whatever  the  bill  is  for  whatever  we  choose  to  do  on 
behalf  of  the  United  Nations.  And  I  really  want  to  make  the 
point — as  somebody  who  has  to  send  money  for  this — we  really  bet¬ 
ter  get  a  policy,  and  a  firm  one,  on  what  peacekeeping  and  peace- 
malang  mean  from  the  standpoint  of  the  United  States,  our  people 
and  our  taxpayers.  And  I  do  not  mean  ad  hoc,  case  by  case. 

guidelines  needed 

Sooner  or  later,  we  have  to  put  into  some  kind  of  acceptable 
sidelines,  for  the  people  of  this  country  and  Confess,  what  regu¬ 
lates  and  rules  our  peacemaking  and  peacekeeping.  And  I  think 
our  chairman,  in  his  way,  has  indicated  this  morning  there  is  no 


such  thing.  There  are  16  peacekeeping  efforts  in  the  world.  Ameri¬ 
cans  do  not  even  know  about  them,  but  it  is  costing  us  money.  And 
we  are  the  biggest  payor.  We  pay  30.4  percent. 

So,  before  I  get  on  to  any  other  questions,  I  want  to  ask,  do  you 
agree  with  that?  And,  if  so,  what  is  your  commitment  on  behalf  of 
the  administration  to  getting  that  done  and  done  quickly? 

Secretary  Christopher.  Senator,  I  certainly  agree  with  the  con¬ 
cept  that  Congress  has  to  be  involved  before  a  commitment  is  made 
to  the  United  Nations  for  peacekeeping.  I  would  say  that  in  1992 
and  perhaps  1993 — particularly  1992 — the  United  Nations  under¬ 
took  a  number  of  peacekeeping  operations  without  thinking  care¬ 
fully  through  all  that  was  involved  in  them — ^without  knowing 
where  the  money  was  going  to  come  from.  We  have  tried  to  change 
that. 

As  you  know,  Ambassador  Albright  has  been  asking  a  number  of 
serious  questions  at  the  United  Nations  before  we  go  into  new 
peacekeeping  operations,  including  how  they  are  going  to  be  paid 
for.  We  have  made  ourselves  somewhat  unpopular  at  the  United 
Nations,  but  I  think  we  are  determined  to  make  sure  that  every 
new  peacekeeping  endeavor  is  well  designed  and  that  we  know  how 
it  is  going  to  be  paid  for.  Also  it  is  r.  3cessary  to  consult  very  care¬ 
fully  with  the  Congress. 

CONSULTATION  WITH  CONGRESS 

As  you  probably  know,  the  State  Department  authorization  bill, 
which  is  just  coming  out  of  conference,  requires  very  extensive  con¬ 
sultation  with  the  Confess  before  we  go  into  peacekeeping  oper¬ 
ations.  I  believe  it  requires,  where  practical,  a  15-day  notice  to  the 
Congress  before  we  vote  for  a  new  peacekeeping  operation. 

In  addition,  Senator,  to  give  you  some  idea  of  my  determination 
on  this,  I  think  we  have  to  review  each  of  the  16  present  operations 
and  see  which  ones  should  be  sunsetted.  Some  of  them  have  been 
in  existence  for  two  or  three  or  four  decades,  and  they  have  become 
kind  of  a  way  of  life  in  the  country  where  they  exist,  sapping  up 
money  over  the  years,  and  really  acting  as  kind  of  a  local  police 
force.  I  think  we  have  to  examine  each  one  of  those. 

Now,  you  will  find  that  each  one  has  their  own  constituency,  per¬ 
haps  even  here  in  the  U.S.  Congress.  I  think  we  need  to  be  very 
hardheaded  about  which  ones  continue. 

Indeed  I  would  not  mind  an  internal  rule  in  which  we  could  not 
establish  new  ones  without  reviewing  very  carefully  whether  old 
ones  should  be  sunsetted  or  terminated. 

There  is  a  Presidential  decision  memorandum  which  sets  a  whole 
new  series  of  questions  that  have  to  be  asked  before  we  go  into 
peacekeeping  operations.  One  set  of  questions  for  peacekeeping  op¬ 
erations  where  the  United  States  pays  its  assessment,  but  does  not 
participate.  Another,  but  related,  set  of  questions  for  operations 
where  the  United  States  is  going  to  be  involved  actively,  especially 
where  that  participation  would  be  military. 

Those  are  very  good  questions  to  ask.  The  proposal  worked  out 
for  the  first  time  within  the  administration  is  a  sharing  of  respon¬ 
sibility  and  burdens  within  the  administration,  between  the  De¬ 
partment  of  Defense  and  the  Department  of  State. 
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Prospectively,  I  think  we  are  in  much  better  shape  than  we  have 
been  in  the  past.  If  we  can  get  the  arrearages  taken  care  of,  I  really 
think  that  we  will  be  in  sound  shape  to  avoid  a  re-creation  of  the 
situation  we  find  ourselves  in  now.  Certainly,  Ambassador  Albright 
and  I  are  committed  to  being  very  hardheaded  about  that. 

PEACEKEEPING  IN  BOSNU 

Senator  Domenici.  Mr.  Secretary,  so  that  I  can  put  it  into  per¬ 
spective  for  the  American  people,  the  same  budget  has  to  pay  for 
the  entire  crime  fund  for  the  U.S.  Government  as  has  to  pay  for 
peacekeeping.  And  I  might  just  mention,  I  think  the  entire  crime 
fund  budget  of  the  President  to  this  committee  is  about  $2.4  billion. 

Are  those  the  numbers,  $2.4  billion  for  crime  per  year? 

Senator  Hollings.  Yes. 

Senator  Domenici.  The  new  money  for  new  crime  fighting  is 
about  $2.4  billion. 

Now,  look,  my  own  estimate,  Mr.  Secretary — I  know  it  is  only 
mine,  but  I  believe  it  is  going  to  come  out  close — if  we  put  25,000 
troops  in  for  more  than  1  year,  in  a  peacekeeping  mode,  I  believe 
it  will  cost  more  than  $3  billion.  You  have  estimates  of  $1,  $1.7  bil¬ 
lion.  I  think  it  is  $3  billion  to  $4  billion. 

So,  I  just  want  to  put  in  perspective  that  the  President’s  entire 
new  crime  initiative  will  cost  less  than  what  it  will  cost  for  25,000 
troops  if  we  ever  put  them  in  Bosnia.  So,  we  have  the  problem — 
Congress  has  the  problem  and  the  public  has  the  problem  of,  how 
do  we  pay  for  this? 

Now,  let  me  ask  you  a  question.  You  have  told  us  in  your  good 
way  this  morning  that  it  is  very,  very  essential  that  we  do  what 
the  President  recommended  yesterday.  And  I  have  got  the  impres¬ 
sion  from  you  that  you  think  it  might  work. 

Now,  Mr.  Secretary,  this  situation  in  Bosnia  started  in  April 
1992.  And  there  have  been  instances,  in  terms  of  Serb  abuse  of 
people,  that  are  more  serious  than  today,  over  these  2  years.  More 
people  were  killed  than  are  going  to  get  killed.  More  people  were 
run  out  of  their  homes. 

Now,  why  do  we  think  we  are  going  to  succeed  now,  when  it 
seems  we  did  not  know  what  to  do  then,  and  almost  an^hing  we 
tried  to  do  did  not  work?  What  has  changed? 

Secretary  Christopher.  Senator,  long  hours  of  discussion  went 
into  the  proposal  the  President  put  forward  yesterday.  We  think, 
and  I  feel  personally  confident,  that  is  the  best  choice  under  the 
present  circumstances. 

Why  will  it  v/ork? 

Here  is  why  we  think  it  may  work.  What  is  different  from  the 
past? 

Well,  the  administration  began  with  a  new  initiative  about  last 
February.  The  Europeans  turned  to  us  and,  in  effect,  said,  we  can¬ 
not  solve  this  problem  without  the  United  States’  participation. 
Thins  problem  will  fester  and  endanger  all  of  Europe  as  well  as 
NATO  if  the  United  States  does  not  participate.  So  we  have  begun 
to  pjarticipate. 
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SARA.TEVO  MODEL 

Under  United  States  participation,  we  have  accomplished  several 
important  things  that  give  us  momentum.  In  Sarggevo,  I  would  say 
that  the  ultimatum  from  NATO  and  the  action  of  the  United  States 
leadershij  saved  that  city.  We  have  a  city  that  is  now  not  normal, 
but  I  think  it  is  returning  to  normalcy.  They  are  getting  back  to 
some  realization  of  an  approach  to  civilization. 

The  city  was  under  very  serious  risk  at  the  time.  At  the  present 
time,  it  is  moving  in  the  other  direction,  thanks  to  the  NATO  ulti¬ 
matum  and  thanks  to  the  fact  that  the  Serbs  did  remove  their 
heavy  weapons  from  the  exclusion  zone. 

Following  that,  or  in  conjunction  with  that,  under  the  leadership 
of  our  diplomacy,  the  Croatians  and  the  Bosnians  got  together  and 
resolved  their  differences.  And  where  there  used  to  be  battle  lines 
there  are  now  two  entities  cooperating  with  each  other. 

So,  I  think  we  have  taken  two  important  steps. 

Unquestionably,  Gorazde  interrupted  that  momentum.  I  think  if 
we  can  now  find  a  way  to  take  advantage  of  the  Sarajevo  model, 
to  use  that  example,  and  to  apply  it  to  the  other  safe  areas,  we 
have  the  prospect  of  reaching  a  conclusion  between  the  parties. 

GENEVA  MEETING 

One  of  the  reasons,  Senator,  that  I  have  some  hope  about  this 
situation  is  that  the  parties  were  very  close  together  at  the  last  Ge¬ 
neva  meeting  in  terms  of  a  way  to  have  their  respective  interests 
defined.  Their  percentage  relationship  was  very  close  to  being  de¬ 
cided. 

Then  we  were  thrown  off  by  the  Gorazde  endeavor,  where  the 
Serbs  consistently  lied  not  only  to  the  world  community,  not  only 
to  the  United  Nations,  but  to  their  longtime  ally  the  Russians.  I 
think  they  have  created  a  different  situation  for  the  way  they  have 
conducted  themselves  in  the  last  several  days. 

Nevertheless,  I  think  those  factors,  taken  together,  the  Sarajevo 
model  coupled  with  the  federation  between  the  Croatian  and  the 
Moslems,  and  the  fact  that  the  parties  were  close  together  in  Gene¬ 
va,  gives  us  an  opportunity  that  if  we  can  get  them  back  to  the 
peace  table,  under  the  pressure  of  the  NATO  initiative  that  the 
President  is  recommending,  then  we  improve  our  chances  for  a 
peaceful  settlement  of  this  problem  before  it  festers  to  the  point 
where  it  endangers  Europe  and  it  endangers  NATO  as  well. 

Senator  Domenici.  Mr.  Secretary,  we  always  have  to  go  back  and 
borrow  from  the  past  some  words  that  come  into  our  vocabulary 
with  reference  to  easing  into  something.  And  when  it  comes  to 
peacekeeping  versus  getting  involved  with  our  own  troops  and  get¬ 
ting  them  killed  and  going  to  a  limited  kind  of  war,  the  words  al¬ 
ways  come  up  a  slippery  slope. 

Now,  franldy,  Mr.  Secretary,  I  hope  what  the  President  has  pro¬ 
posed  will  work.  But  I  want  to  share  with  you  that  I  believe  it  is 
also  very  dangerous  from  the  standpoint  of  the  slippery  slope  the¬ 
ory.  Because  surely  something  could  happen  to  a  lot  of  Americans 
while  we  are  going  about  this  process.  And  we  are  very  apt  to  get 
involved  well  beyond  what  we  currently  plan. 
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I  want  to  ask  a  couple  of  questions  about  the  negotiations.  Can 
I  do  that? 

Secretary  Christopher.  Certainly. 

Senator  Domenici.  There  is  a  renewed  effort  and  a  renewed 
sense  of  vigor  on  the  part  of  the  administration  that  negotiations 
might  work.  Frankly,  I  do  not  understand  that  at  all.  But  I  am 
here  to  learn  and  I  am  here  to  listen. 

PARTITIONING  COMPARED  TO  REDMAN  PLAN 

I  have  gathered  that  there  really  never  was  a  country  of  Bosnia; 
that  actually,  as  far  as  that  name  and  that  country,  it  was  forced 
on  that  part  of  the  world,  and  that  really  there  are  very  distinct 
peoples  within  the  rubric  of  the  name  Bosnia.  And  I  understand 
that  one  of  the  approaches  to  resolving  this  diplomaticallv  is  called 
a  pailitioning,  as  compared  with  the  Redman  plan,  which  is  some¬ 
thing  different  from  partitioning.  It  still  tries  to  put  some  overall 
government  over  these  very  diverse  people. 

Is  the  United  States  willing  to  consider  partitioning  as  a  solution 
to  this?  Or  are  we  wedded  to  the  Redman  plan? 

Secretary  CHRISTOPHER.  Senator,  we  really  want  to  do  whatever 
the  parties  agree  upon.  We  are  going  to  facilitate  that  as  well  as 
we  can.  From  our  contacts  with  the  parties,  we  think  they  retain 
an  interest  in  having  an  overall  umbrella  organization. 

POSSIBILITIES  FOR  SETTLEMENT 

As  you  know,  Bosnia  was  created  on  the  basis  of  a  referendum, 
or  a  vote.  I  certainly  agree  with  you  that  there  are  parties  which 
have,  as  both  you  and  the  chairman  have  described  it,  long 
hatreds.  In  many  countries  of  the  world,  ethnic  groups  who  have 
long  been  at  odds  have  found  ways  to  live  together.  There  are  cer¬ 
tainly  veiy  strong  ethnic  groups  here  in  the  United  States,  and  we 
think  nothing  of  the  fact  that  peoples  who  have  strong  differences 
find  a  way  to  live  together. 

So,  we  hope  that  may  be  possible  there. 

You  asked  why  I  think  it  may  be  possible  in  Bosnia  at  the 
present  time.  Let  me  give  you  a  little  sense  of  the  way  the  negotia¬ 
tions  looked  in  Geneva.  At  that  time,  which  was  before  the  Cro- 
atians  and  the  Bosnian  Government  had  gotten  together,  there  was 
a  general  understanding  that  the  Bosnians  would  have  about  33 
percent,  the  Croatians  about  17  percent,  and  the  Serbs  would  have 
the  remadnder.  The  understanding  that  they  had  reached  in  Gene¬ 
va  meant  that  a  combined  federation  would  be  at  about  51  percent. 
The  differences  at  that  time  were  over  the  quality  of  the  land  that 
each  held. 

Now,  the  context  of  that  conversation  and  of  that  negotiation  was 
that  they  v/ould  be  part  of  an  overall  federation.  We  can  certainly 
contemplate  any  different  result  in  that.  Senator,  if  the  parties  de¬ 
sired  it  and  if  it  looked  like  the  best  way  out.  That  is,  a  Croatian- 
Bosnian  federation  on  the  one  hand,  and  a  Serbian  entity,  linked 
loosely  with  Serbia  in  the  same  way  that  the  Croatians  and  the 
Bosnians  are  linked  with  Croatia. 

That  is  one  possibility.  And  the  United  States  certainly  would 
not  have  any  basis  for  objecting  if  that  is  the  way  the  parties  ulti¬ 
mately  wanted  to  go. 
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What  we  would  like  to  do  is  to  see  a  settlement  that  would  bring 
peace  to  the  area. 

Our  strong  preference,  because  we  do  not  like  to  see  a  country 
that  was  together  at  one  time  split  up,  is  for  a  retention  of  the  idea 
of  a  Bosnian  state.  That,  I  believe,  is  what  the  Muslims  and  the 
Croats  strongly  prefer.  Because  they  think  that,  over  time,  the 
Serbs  who  live  in  Bosnia  would  want  to  join  with  them. 

That  is  why  we  prefer  that,  because  it  appears  to  be  the  interests 
of  the  two  countries  that  we  have  something  to  do  with  bringing 
together.  Ultimately,  what  we  want  to  see  is  peace  in  the  area. 

RUSSIAN  INVOLVEMENT 

Senator  Domenici.  One  last  question  until  the  second  time 
through,  Mr.  Secretary.  What  do  we  expect  the  Russians  to  do?  Do 
we  expect  them  to  have  a  big  impact  on  what  the  Serbs  will  do? 
And,  if  so,  do  we  expect  America  to  have  a  big  impact  on  what  the 
Muslims  will  do? 

Secretary  Christopher.  Senator,  the  best  I  can  say  about  the 
Russians  at  the  present  time  is  that  we  are  in  very  close  consulta¬ 
tion  with  them.  They  seem  to  be  more  annoyed,  on  the  verge  of 
being  outraged,  at  what  the  Bosnians  Serbs,  at  least,  have  done 
with  respect  to  the  breaking  of  commitments. 

I  would  expect  to  see  the  Russians  play  a  positive  role  in  reach¬ 
ing  a  settlement.  I  do  not  think  it  is  desirable.  Senator,  to  align 
things  so  that  they  have  the  sole  responsibility  for  the  Serb  side 
and  we  have  the  sole  responsibility  for  the  other  side.  I  think  all 
the  countries  ought  to  be  working  toward  a  settlement. 

Other  countries  have  influence  with  the  Croatians,  while  other 
countries  have  influence  with  the  Serbs.  So,  we  ought  to  be  work¬ 
ing  together.  I  would  expect  the  Russians  to  work  with  us  in  trying 
to  achieve  peace  there. 

As  far  as  the  United  States  is  concerned,  it  is  clear  that  the  Mus¬ 
lims  feel  a  special  concern  for  or  relationship  with  the  United 
States,  and  we  have  tried  to  put  ourselves  well  in  that  connection. 
But,  at  the  same  time,  I  think  the  United  States  has  to  be  able  and 
willing  to  deal  with  all  three  parties  in  the  situation. 

We  have  also  taken  the  position,  Senator,  that  we  should  not 
pressure  the  Muslims  into  a  settlement.  A  settlement  reached 
would  have  to  be  one  that,  in  their  own  desires  and  own  judgment, 
is  the  best  settlement  to  reach.  This  will  not  be  easily  done  and  it 
will  not  be  done  by  the  United  States  alone  by  any  means.  But  I 
think  we  owe  it  to  that  area  to  see  if  we  can  use  our  influence  to 
create  a  peaceful  settlement  in  an  area  which  has  yearned  for  it 
for  such  a  long  time. 

Senator  DOMENICI.  Thank  you,  Mr.  Chairman. 

Senator  HOLLINGS.  Thank  you. 

UNITED  NATIONS  OR  NATO 

Mr.  Secretary,  I  am  betwixt  and  between  the  United  Nations  and 
NATO.  As  I  have  always  understood  it,  this  was  peacekeeping 
under  the  United  Nations.  I  know  the  Canadians  have  pulled  out 
of  Europe  their  NATO  troops.  And  yet,  they  have  got— I  took  it  to 
be  a  United  Nations  commander  there  in  Bosnia  of  the  troops  that 
we  are  trying  to  protect,  in  the  first  instance,  with  air  strikes. 


660 


Is  it  the  United  Nations  or  NATO? 

Secret^  Christopher.  Senator,  this  is  I  guess  the  first  instance 
in  the  history  of  these  operations  where  the  United  Nations  has 
turned  to  NATO  to  conduct  peacekeeping  operations.  As  you  know, 
under  U.S.  leadership,  NATO  has  been  enforcing  the  no-fly  zone. 
NATO  has  agreed  to  provide  close  air  support. 

The  close  air  support  is  at  the  request  of  the  United  Nations 
commanders  in  Bosnia. 

I  want  to  emphasize  that  the  U.S.  aircraft  are  under  NATO  com¬ 
mand.  They  act  in  response  to  requests  from  the  United  Nations, 
but  they  are  under  the  command  of  the  NATO  officers,  and,  of 
course,  Admiral  Smith,  who  is  the  commander  of  the  southern  re¬ 
gion. 


CONGRESSIONAL  SUPPORT 

Senator  Rollings.  Well,  of  course,  we  do  not  control  the  United 
Nations,  but  we  do  control  NATO.  So,  we  asked  ourselves,  I  mean, 
there  is  not  any  question  in  my  mind  that  we  have  got  control  of 
that.  Ar,d  that  is  what  I  am  asking  about,  which  gets  back  to  my 
Christoi^her  test,  that  you  have  not  asked  us.  You  have  not  asked 
the  Congress. 

And  you  can  be  over  in  the  White  House  and  ask  yourselves  by 
s^ng  you  are  asking  NATO.  And  I  am  back  to  the  mother  test. 
When  the  knock  on  the  door  is  there  and  the  mother  calls  me  and 
says,  “Why  was  my  son  killed.  When  did  Confess  debate  it,  and 
when  was  it  discussed,  and  what  was  the  mission.  As  you  say  Mr. 
Secretary,  and  how  are  we  going  to  be  able  to  get  out.”  How  do  you 
think  you  have  got  the  support  of  the  American  people  if  you  have 
not  even  asked  Congress? 

Secretary  Christopher.  Mr.  Chairman,  I  think  we  have  con¬ 
sulted  fairly  extensively  with  respect  to  our  involvement  with 
NATO  and  the  use  of  air  power.  Of  course  the  President  has  also 
said  that  before  we  put  any  ground  troops  into  Bosnia  to  imple¬ 
ment  or  carry  out  a  settlement  that  was  reached,  it  would  have  to 
be  done  with  the  concurrence  of  Congress.  We  recognize  that  Con¬ 
gress  would  have  to  be  involved  in  that  type  of  situation. 

PEACEKEEPING  LESSONS 

Senator  Rollings.  Well,  you  and  I  both  know  this — ^when  you 
talk  about  U.N.  peacekeeping,  that  there  are  lessons  to  be  learned. 
I  know  when  I  was  down  in  Latin  America  recently,  in  Uruguay, 
I  realized  that  life  is  valuable  the  world  around,  but  not  politically 
as  valuable  in  some  countries  as  others,  particularly  the  United 
States.  We  put  on  it  at  least  a  politically  higher  value. 

We  learned  that  in  Vietnam.  We  could  have  beat  them  if  we  were 
willing  to  stand  the  casualties.  But  that  10-to-l  body  count  just  did 
not  work.  And  I  do  not  think  it  should  have. 

But  Uruguay  sent  peacekeeping  troops  to  Cambodia,  and  politi¬ 
cally  they  vote  that,  not  that  they  are  ail  gung-ho  about  Cambodia, 
but  they  are  gung-ho  about  their  defense  budget,  which  gets  funded 
through  United  Nations  peacekeeping.  And  when  the  public  under¬ 
stands  that  this  is  how  commitments  are  very  easily  made  at  the 
United  Nations  level.  And  the  United  Nations  requested  NATO — 
easily  made  at  the  United  Nations  level,  they  get  $1,000  per  troop 
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per  month — that  is  $12,000  in  their  pockets — $6,000  for  the  coun¬ 
try  and  $6,000  to  the  trooper  himself. 

So,  that  is  how  they  pay  for  their  defense  budget.  So,  that  is 
bothering  this  Senator,  as  you  can  note  from  my  comment.  Because 
we  have  not  been  asked,  and  we  have  not  responded  to  how  we  be¬ 
lieve  the  four-way  test  can  be  met. 

I  do  not  know  what  the  goal  is,  other  than  you  can  use,  gen¬ 
erally,  peace,  but  it  was  peacekeeping — and  it  is  now  safe  havens. 
And  there  is  not  necessarily  a  strong  likelihood  that  it  will  be  suc¬ 
cessful.  We  do  not  have  an  exit  strategy  if  we  get  in.  And  we  have 
not  secured  the  support  of  the  American  people  for  military  action. 
But,  so  much  for  Bosnia. 

ELECTION  OBSERVERS  IN  MEXICO 

What  about  Mexico?  Because  we  have  got  a  chance  there  if  it  is 
an  honest-to-goodness  observer  force.  I  wrote  the  President  asking 
him  to  send  Jimmv  Carter  and  some  observers  down  to  Mexico  last 
year  before  the  NAFTA  debate.  Now,  it  seems  like  the  PRI  and  the 
Mexican  Government  of  Salinas  is  coming  around  to  a^eeing  about 
observers.  But  you  and  I  know  in  the  past  when  election  observers 
went  down  to  Mexico  City  and  they  drank  margaritas  up  until  elec¬ 
tion  day,  and  then  went  out  and  flew  around  and  said  “We  ob¬ 
served.’^ 

They  have  got  to  look  at  the  audit  system,  the  computers,  and 
the  voting  rolls  and  actually  be  on  station.  Are  we  following  that 
in  Mexico?  Are  we  a  part  of  the  election  observers? 

Secretary  Christopher.  Senator,  all  the  voter  observation  situa¬ 
tions  that  I  know  of  have  been  very  responsible  and  very  careful. 
Any  one  of  those  that  has  been  headed  by  President  Carter,  they 
have  gone  down  in  advance. 

Senator  Rollings.  Will  President  Carter  participate?  Are  we 
going  to  have  our  distinguished  former  President?  I  would  be  satis¬ 
fied.  Because  he  would  not  be  part  of  a  charade.  They  supposedly 
had  observers  before,  /'md  when  they  observed,  the  election  was 
being  stolen,  they  said,  “Out  of  here,”  put  the  other  fellow  in.  That 
is  what  I  am  talking  about. 

Secretary  Christopher.  Mr.  Chairman,  this  is  an  evolving  situa¬ 
tion  in  which  Mexico  apparently  is  beginning  to  recognize  the  im¬ 
portance  of  observers.  I  can  assure  you,  if  we  are  involved  in  an 
observer  situation,  it  will  be  a  responsible  and  tangible  one,  and 
not  the  kind  that  you  describe  as  a  1-day  operation. 

Senator  Rollings.  But  as  of  now,  we  are  not  involved? 

Secretary  CHRISTOPHER.  As  of  now,  we  are  not  involved. 

overseas  personnel 

Senator  Rollings.  When  we  go  to  your  posts  overseas,  we  hear 
from  the  Ambassadors  about  the  personnel  and  how,  as  Ambas¬ 
sador  and  our  man  in  country,  inveritably  have  a  dickens  of  a  time 
supporting  all  of  these  other  agency  personnel  on.  Ambassador 
Davidow,  down  in  Venezuela,  he  recommended  that  the  FAA  and 
the  Internal  Revenue,  IRS,  get  back  to  Miami.  But  I  think  he  was 
overruled.  Because  I  know  the  Secretary  of  State  has  got  a  lot  of 
problems,  much  less  intramural  ones  between  agencies  back  in 
Washington. 
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But  I  wish  you  would  look  at  that.  Or  in  Bolivia,  Ambassador 
Bowers,  he  has  only  got  20  personnel  from  the  Department  of  State 
that  are  doing  real  diplomatic  work,  but  there  are  over  1,000  Fed¬ 
eral  personnel  down  there  that  he  is  responsible  for. 

What  about  that?  Are  you  backing  up  the  Ambassadors  at  head¬ 
quarters  when  they  ask,  let  us  get  these  folks  back  to  the  United 
States.  These  agencies  like  to  send  everybody  everywhere.  And 
then  you  take  on  the  bill  at  State  and  take  on  the  administrative 
costs. 

Secretary  Christopher.  Mr.  Chairman,  that  is  a  constant  prob¬ 
lem  for  us.  We  deal  with  that  on  an  almost  daily  basis.  Under  Sec¬ 
retary  Moose,  who  is  here  with  me  today,  will  tell  you  that  this  is 
one  of  the  toughest  problems  we  have.  Sometimes  the  United 
States  will  have  a  strong  interest,  for  example,  in  narcotics  or  in 
having  military  liaison  people  there.  So,  they  will  send  a  number 
of  people  in  and  they  become  an  administrative  burden  on  the  Em¬ 
bassy. 

It  is  very  hard  for  us  to  turn  down  sister  agencies  when  they 
want  to  send  people  there.  But  we  are  very  troubled  by  the  burden 
it  gives  to  the  State  Department,  Also,  the  cost  sharing  formulas 
are  a  constant  subject  of  debate  between  us  and  other  agencies.  We 
have  people  in  the  Embassy  who,  in  our  judgment,  are  not  fully 
pajdng  their  share  of  the  load. 

This  is  something  that  we  constantly  work  with.  We  appreciate 
the  support  of  this  committee  in  trying  to  make  sure  that  we  get 
a  fair  allocation  of  the  costs. 

We  obviously  do  not  want  to  prevent  the  Government  as  a  whole, 
or  other  agencies,  from  doing  the  job  that  is  being  asked  for  by  the 
Congress  and  the  American  people  in  many  instances.  However,  it 
certainly  is  a  burden  for  our  Embassies,  and  we  try  to  support  our 
Ambassadors  in  every  way. 

INMAN  STANDARDS 

Senator  Rollings.  With  respect,  Mr.  Secretary,  I  want  to  call  to 
your  attention  the  new  Embassy  in  Santiago,  Chile.  It  cost  $65  mil¬ 
lion.  Now,  we  have  an  Embassay  downtown  now.  But,  instead,  try¬ 
ing  to  respond,  I  guess,  to  Inman  security  standards,  we  sold  out 
downtown  and  we  moved  out  to  the  suburbs  for  $65  million.  We 
sent  marble  up  to  Vermont  to  be  polished.  We  get  the  granite  from 
Texas  and  ship  it  all  the  way  down,  $65  million. 

Now,  I  understand  that  this  project  was  not  done  on  your  watch. 
And  you  are  also  completing  one  in  Venezuela.  And  that  one  was 
put  on  the  side  of  the  park  where  you  could  overlook  Caracas,  but 
then  you  could  not  look  over  anything  because  there  was  not  any 
windows  to  look  out  of.  And  we  found  out  that  it  cost  us  a  lot  to 
send  people  down  there  on  special  assignment,  and  paid  fees  and 
hotel  hills  and  the  overtime  bills.  It  costs  just  to  sit  and  observe, 
under  Inman  standards.  That  Embassy  is  up  to  $67  million.  There 
is  another  there,  of  course,  in  Lima,  Peru.  That  is  worth  $66  mil¬ 
lion. 

Now,  fortunately  we  did  get  Buenos  Aires  to  stop.  Downtown  we 
have  the  finest  facility.  It  is  an  historic  building  built  in  1911.  And 
everyone  is  Buenos  Aires  pleaded  with  me  to  stop  the  State  De¬ 
partment  from  selling  the  Ambassador’s  residence.  The  civic  com- 
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munity  and  the  political  community;  President  Menem  brought 
that  up,  the  very  first  thing.  He  was  talking  to  the  President.  He 
said,  “For  heaven's  sake,  do  not  get  one  of  these  plans  to  move  ev¬ 
erybody  out.”  The  American  business  community  uses  the  build¬ 
ing — it  serves  as  an  American  center  for  the  community. 

So  it  is  the  best  facility  for  diplomacy  you  could  possibly  find. 
Franklin  Roosevelt  stayed  there.  And  if  we  have  to  write  in  law — 
I  know  I  wrote  it  into  the  bill  in  1982  to  stop  the  sale — ^we  will. 

OUTDATED  STANDARDS 

Secretary  CHRISTOPHER.  Senator,  could  I  just  go  back  to  the 
central  point  you  were  making.  I  know  your  delegation  rec¬ 
ommended  we  take  a  look  at  the  Inman  standards,  and  I  could  not 
be  more  pleased  by  that.  I  think  the  result  of  your  initiative  has 
been  that  they  are  being  examined.  Frankly,  I  think  that  those 
standards  are  in  many  ways  a  relic  of  the  cold  war  period  where 
we  were  really  building  fortresses.  In  many  instances  they  are  very 
ill  advised. 

As  far  as  my  travels  around  the  world,  Senator,  I  have  noticed 
some  of  the  same  things  you  have,  which  is  that  we  are  building 
huge  compounds  far  from  the  center  of  the  city  in  isolation,  where 
the  Ambassador’s  residence  is  part  of  the  compound.  It  may  be 
wonderful  for  security,  but  it  is  very  poor  for  contact  with  the  peo¬ 
ple.  These  Inman  compounds  are  also  very  bad,  I  think,  in  terms 
of  the  oversize  of  the  endeavor  as  a  whole. 

So  I  was  not  here  when  the  Inman  standards  were  adopted.  I  am 
sure  that  they  were  adopted  with  consultation  with  the  Congress, 
and  probably  they  served  a  good  purpose  in  the  cold  war  period. 
Now  I  think  those  standards  are  outdated. 

Take  the  Buenos  Aires  case.  We  will  not  sell  the  old  residence 
in  Buenos  Aires.  We  will  retain  it  because  I  think  it  is  very 
desireable  for  us  to  be  in  historic,  culturally  important  buildings. 
Also,  this  is  to  avoid  the  sense  of  isolation  that  I  have  found  in  sev¬ 
eral  Embassies  where  they  have  constructed  these  huge  compounds 
combining  the  Embassy  and  the  Ambassador’s  residence. 

And  I  believe  that  mmost  every  Ambassador  that  I  have  talked 
to  has  said  this  is  not  the  place  for  them  to  be.  People  from  the 
city  will  not  enjoy  coming  to  visit  them  here,  because  it  is  kind  of 
a  fortress.  So  I  just  agree  with  you  completely,  Mr.  Chairman,  and 
I  am  glad  your  visit  and  your  reactions  caused  a  serious  review  of 
that  whole  situation. 

Senator  Holdings.  Well,  I  appreciate,  because  it — ^they  got  the 
Bush  Room  there,  and  the  Kennedy  Room,  and  they  got  the  Roo¬ 
sevelt  in  Buenos  Aires.  And  I  remember  as  a  young  lad  and  the 
President  shipped  out  of  my  hometown  of  Charleston,  SC,  in  1936 
to  go  down  there.  And  that  is  not  when  I  got  interested  in  politics. 
[Laughter.] 


STATUS  OF  PROPOSED  CONSULATE  CLOSINGS 

The  closure  of  20  consulates  was  recommended  by  former  Sec¬ 
retary  Eagleburger;  what  is  the  position  of  the  Christopher  admin¬ 
istration? 

Secretary  Christopher.  Mr.  Chairman,  I  am  glad  to  say  that  we 
have  virtually  carried  out  that  recommendation.  I  will  stand  cor- 
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reeled  on  the  exact  number^  but  I  think  we  closed  14  consulates  or 
Embassies  during  the  course  of  the  time  I  have  been  Secretary  of 
State»  and  3  more  are  due  to  be  closed  in  the  veiy  near  future.  So 
we  have  taken  care  of  17  of  the  20  recommended.  I  am  sure  we  will 
need  to  be  closing  some  others  at  future  times. 

[The  information  follows:] 

Post  Closings 

Since  the  beginning  of  fiscal  year  1993  we  closed  14  p<»ts  and  we  antidpate  dos¬ 
ing  3  additions  posts  during  fiscal  year  1994.  The  additional  posts  to  be  dosed  are 
St.  Johns,  Antigua  and  Barbuda;  Maracaibo,  Venezuela;  and  Kaduna,  Nigeria. 

BACKGROUND 

PosU  closed  since  the  beginning  of  fiscal  year  1993: 

Alexandria,  Egypt  Songkhla,  Thailand 

Geneva,  Switzerland  (branch  office)  Douala,  Cameroon 

Honiara,  Solomon  Islands  Genoa,  Italy 

Martinique  Izmir,  Turkey 

Mombasa,  Kenya  Mazatlan,  Mexico 

Oran,  Algieria  Moroni,  Comoros 

Palermo,  Italy  Salzbui^,  Austria 

INFORMATION  SYSTEM  UPGRADES 

Senator  Rollings.  Secretary  Moose  said  information  system,  I 
could  tell  that  we  had  talked  to  the  AO  in  every  one  of  these  coun¬ 
tries,  that  your  operating  budget  for  these  information  system  up¬ 
grades  is  some  $26  million?  Is  that  right?  I  know  the  system  is  up¬ 
graded. 

Secretary  Christopher.  Yes. 

Senator  Rollings.  But  I  want  to  be  sure  you  put  in  enough 
money  so  we  can  stay  in  touch. 

Secretary  Christopher.  It  is  very  important  we  do  that,  Mr. 
Chairmen.  What  has  happened  for  too  many  years  is  that  those 
funds  were  asked  for,  and  then  when  it  came  down  to  the  final 
budget  people  said,  well,  we  can  postpone  that  for  a  year  or  two. 
We  have  reached  the  point  where  the  system  is  very  inadequate. 

surcharges  for  expedited  passports 

Senator  Rollings.  On  the  matter  of  passports  and  fees,  I  usually 
resist  fees  but  I  am  trying — Senator  Domenici  and  I  both  have  to 
try — ^to  find  the  money  to  get  the  job  done.  We  understand  that  it 
normally  takes  10  days,  Mr.  Secretary,  for  one  of  the  centers  to 
issue  a  passport.  But  every  year  vou  are  inundated  with  last 
minute  requests  for  1-day  service.  About  750,000  of  those  handled 
each  year,  that  same  day  service.  Could  we  put  down  a  $15  sur¬ 
charge  on  that;  $10  would  raise  some  $15  million  that  would  help 
the  communications  system  or  the  consular  service. 

Secretary  Christopher.  That  sounds  like  a  very  good  idea  to  me, 
Senator.  I  had  not  heard  it  before.  If  people  want  1-day  service,  I 
think  they  ought  to  pay  for  it  like  you  pay  more  for  your  laundry 
if  you  want  1-day  service.  [Laughter.] 

Senator  Rollings.  The  distinguished  ranking  member  said  why 
did  you  not  ask  for  it? 

Senator  Domenici.  Why  did  you  not  ask  for  it? 

Secretary  Christopher.  Do  not  worry,  we  will,  now  that  you 
have  suggested  it. 
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Senator  Rollings.  Let  me  hold. 

Senator  Domenici.  Mr.  Chairman,  I  hope  the  Secretary  knows 
that  we  know  how  busy  he  is,  but  I  do  have  a  number  of  questions 
that  we - 

Secretary  Christopher.  Senator,  I  am  glad  to  stay  as  long  as 
you  want. 

PEACEKEEPING — COMMAND  AND  CONTROL 

Senator  Domenici.  Mr.  Secretary,  let  me  ask  a  question  about 
command  and  control,  and  then  one  about  the  potential  cost  to  the 
American  military  if  we  put  25,000  troops  in  as  peacekeepers,  and 
then  a  series  of  questions  about  the  United  Nations.  I  will  do  it  in 
that  order. 

First,  on  command  and  control,  I  do  not  think  the  American  peo¬ 
ple  understand  what  the  command  and  control  situation  is.  So 
might  I  just  use  an  example  and  ask  you,  if  you  can,  to  explain  who 
directs  the  military  airplanes  to  take  action,  most  of  which  would 
be  American?  One  of  the  concerns  raised  about  the  involvement  of 
the  U.S.  troops  in  peacekeeping  operations  is  the  degree  to  which 
they  are  subject  to  foreign  command  and  control. 

For  instance,  to  cite  one  example,  last  month  a  group  of  French 
peacekeepers  in  Bosnia  came  under  artillery  fire.  They  requested 
U.N.  approval  for  an  airstrike.  The  approval  took  3  hours.  By  that 
time  the  bombardment  had  ceased  and,  obviously,  the  artillery  had 
withdrawn.  Defense  Secretai^  Perry  said  about  that  episode,  and 
I  quote:  That  is  not  compatible  with  an  effective  air  support  sys¬ 
tem,  close  quote.  I  suspect  that  the  troops  who  were  under  this  ar¬ 
tillery  fire  would  describe  the  lack  of  support  in  stronger  terms. 

But  if  United  States  troops  are  eventually  deployed  in  Bosnia  in 
a  peacekeeping  operation — and,  clearly,  I  do  not  want  to  leave  the 
impression  that  I  support  that  at  this  point.  I  think  it  has  to  be 
thoroughly  debated.  If  we  are  there,  or  anywhere  else  for  that  mat¬ 
ter,  how  can  the  United  States  and  our  people  ensure  that  similar 
command  and  control  problems  do  not  occur?  And  I  submit,  is  not 
the  only  way  to  avoid  that  to  have  American  troops  under  Amer¬ 
ican  command  wherever  they  are  going  to  be  dispatched  or  used? 

AMERICAN  command  ASSURED 

Secretary  Christopher.  Senator,  essentially  the  answer  to  that 
is  yes.  President  Clinton,  I  think,  has  made  it  clear  that  he  will 
never  relinquish  command  authority  over  American  troops.  Now, 
let  me  build  a  good  map  of  what  you  have  put  to  me. 

First,  the  American  pilots  who  are  flying  those  planes  are  under 
a  NATO  command.  It  happens  that  the  NATO  commander  for  that 
region  is  Admiral  Smith.  So  when  those  planes  take  off,  they  are 
under  the  command  of  NATO,  but  under  the  command  of  Admiral 
Smith.  There  are  American  planes  but,  as  you  probably  noticed, 
there  are  also  French  planes  and  British  planes. 

Senator  Domenici,  Who  does  Admiral  Smith  work  for? 

Secretary  Christopher.  Admiral  Smith  works  for  General 
Joulwan,  who  is  the  Supreme  Allied  Commander  for  Europe  under 
NATO,  an  American  general.  ^ 

Senator  Domenici.  He  takes  direction  from  home. 
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Secretary  Christopher.  He  would  take  direction  from  NATO  it¬ 
self,  the  North  Atlantic  Council.  But  as  far  as  military  matters  are 
concerned,  he  is  in  charge  and  he  delegates  his  authority  to  Admi¬ 
ral  Smith.  Now,  the  airstrikes  are  c^led  for  by  the  U.N.  com¬ 
mander,  but  once  they  are  called  for,  operationally  they  are  under 
NATO’s  command. 

Now,  on  the  other  example  you  gave  me,  suppose  American 
troops  were  in  Bosnia.  I  cannot  imagine  a  situation  except  that 
American  troops  would  be  under  NATO  command.  Now,  histori¬ 
cally,  Senator,  as  you  know,  frequently  in  the  NATO  command  they 
will  have  the  command  of  a  German  officer  present  day,  or  a  Brit¬ 
ish  officer.  But  as  long  as  they  are  under  NATO  command,  I  think 
the  Americans  ought  to  feel  relatively  confident,  because  the  Su¬ 
preme  Allied  Commander,  the  SACEUR,  is  and  has  been  for  many 
years  an  American.  General  Shalikashvili  was  the  predecessor  of 
Greneral  Joulwan,  who  is  there  now  as  our  NATO  commander. 

So  it  is  very  clear  to  me  that  operationally,  from  time  to  time, 
Americans  may  be  under  the  command  of  other  NATO  countries. 
But  in  both  instances  you  gave,  it  happens  that  an  American  admi¬ 
ral  or  general  are  in  overall  charge.  I  foel  confident  that  if  we  put 
American  troops  into  Bosnia  they  would  go  under  a  NATO  com¬ 
mand  and  be  there  under  an  American  general. 

Senator  Domenici.  But  essentially,  the  American  people  have  to 
understand  that  the  United  Nations  decides  whether  we  are  going 
to  conduct  airstrikes.  This  General  Smith  who  is  part  of  NATO 
does  the  tactical  management  for  NATO.  But  in  neither  instance 
is  that  American.  We  do  not  run  the  United  Nations,  so  one  time 
we  had  to  run  around  to  find  a  Japanese  diplomat,  not  military, 
to  help  make  the  decision.  And  then  from  that  point  we  had  to  go 
to  NATO  and  American  planes  were  dispatched.  Now,  that  is  the 
chain  of  command,  as  I  understand  it. 

Were  not  these  tactical  directions  coming  from  General  Rose  and 
our  Japanese  U.N.  man,  Mr.  Akashi? 

Secretary  Christopher.  Senator,  the  first  request  has  to  come 
from  the  United  Nations,  the  so-called  icebreaker  request.  Once  the 
operation  is  started,  then  it  becomes  a  NATO  operation  conducted 
in  close  coordination  with  UNPROFOR.  The  United  Nations  is  not 
involved  in  the  command  of  the  aircraft  or  the  tactical  aspects  of 
it,  but  the  first  request  does,  under  the  arrangements  between  the 
United  Nations  and  NATO,  have  to  come  from  the  United  Nations. 

Senator  DOMENicl.  I  do  not  want  to  spend  any  more  time  on 
that.  I  think  it  is  an  issue  that  will  be  thoroughly  exposed  and  dis¬ 
cussed  in  the  Armed  Services  Committee.  Let  me  talk  a  little  bit 
about  Bosnian  costs,  if  I  might,  with  you. 

BOSNIA— PEACEKEEPING  EFFORT 

And,  Mr.  Chairman,  I  have  spent  a  peat  deal  of  time  trying  to 
figure  out  where  we  were  going  to  get  the  money  if  we  have  25,000 
peacekeepers.  And  let  me  state  for  the  record  here,  the  chairman 
knows  that  yesterday  the  Senator  from  New  Mexico  decided  that 
I  did  not  want  to  see  any  more  money  cut  out  of  defense.  And  so 
I  choose  to  make  a  public  statement  about  the  budget;  that  I  was 
prepared  to  vote  for  a  budget  that  took  out  all  of  the  new  cuts  that 
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were  put  in  by  the  so-called  Exon-Grassley  amendment;  that  I 
would  support  that  budget  resolution  if  we  took  all  those  cuts  out. 

Now,  I  do  not  do  that  lightly.  That  makes  me  singularly  a  Repub¬ 
lican  who  is  probably  going  to  be  voting  for  a  budget  that  I  did  not 
help  prepare,  and  the  Senator  knows  that. 

Senator  Rollings.  A  position  of  honor.  [Laughter.] 

Senator  Domenici.  That  does  not  help  make  it  easier.  [Laugh¬ 
ter.] 

Secretary  Christopher.  Senator,  I  read  that  in  the  paper  this 
morning  and  I  was  going  to  say  something  nice  about  it,  but  per¬ 
haps  I  ought  not  to  now.  I  applaud  your  courage,  Senator. 

Senator  DOMENICI.  That  is  pretty  good.  [Laughter.] 

Mr.  Secretary,  let  me  go  through  a  little  scenario  with  you  and 
tell  you  what  concerns  me.  Over  the  past  several  weeks  now,  we 
have  had  the  reiteration  of  a  commitment  to  support  peacekeeping 
in  Bosnia  with  American  ground  troops  if  there  is  an  agreement  ac¬ 
ceptable  to  the  parties  in  Bosnia. 

Now,  with  the  United  States  in  the  forefront  of  this  diplomatic 
process,  it  seems  to  me  that  it  is  unlikely  that  the  President  is 
going  to  be  able  to  hold  back  from  this  commitment,  and  certainly 
you  have  told  us  nothing  here  today  indicating  there  is  any  inten¬ 
tion  to  pull  back  from  that.  Now,  current  estimates  place  the  nec¬ 
essary  force  at  50,000  personnel,  with  the  American  commitment 
of  25,000.  The  plan  now  envisions  all  three  combat  brigades  of  the 
First  Armored  Division  that  is  in  Germany,  plus  an  additional  in¬ 
fantry  combat  brigade. 

BOSNIA— PEACEKEEPING  COSTS 

Now,  direct  costs.  United  States  costs  in  former  Yugoslavia  over 
20  months  for  about  28,000  personnel  is  reported  at  $1.7  billion. 
Official  Pentagon  estimates  set  it  at  about  $1  billion.  Now,  the 
annualized  cost  of  a  similar  sized  4-month  expedition  to  Somalia, 
according  to  the  Congressional  Research  Service,  was  $2.25  billion, 
not  counting  expenditures  taken  out  of  the  five  services;  which 
just — ^they  are  going  to  be  paid  anyway,  so  they  are  paid  there.  So 
everybody  should  know  that  $2.25  billion  is  on  top  of  the  ordinary 
costs. 

So  the  argument  can  be  made,  as  I  view  it,  that  the  direct  costs 
would  rise  to  between  $3  billion  and  $4  billion  annually.  Now,  Mr. 
Secretary,  I  think  that  is  very  important,  because  where  is  that 
found  in  any  budget?  I  mean  clearly  we  do  not  have  $3  billion  or 
$4  billion.  We  do  not  even  have  $2  billion  requested.  And  if  we 
have  caps  on  what  we  can  spend,  you  understand  what  happens; 
it  comes  from  somewhere  else,  or  we  just  say  we  are  not  going  to 
be  bound  by  any  deficit  efforts  and  pay  it  anyway. 

The  commitment  in  Bosnia,  in  size,  will  force  the  services  to  re¬ 
tain  added  force  structure,  and  I  would  say  probably  two  divisions 
from  what  experts  tell  me.  The  cost  of  a  division  is  $2  billion  annu¬ 
ally,  or  up  to  $4  billion,  so  indirect  costs  are  likely  to  be  in  the 
ranee  of  $4  billion.  Real  costs,  then,  when  you  take  what  we  al- 
reaay  pay  for  the  military,  and  this  is  just  the  add-on,  $6  to  $8  bil¬ 
lion  a  year.  And  I  think  that  is  the  way  it  is  going  to  come  out, 
if  these  numbers  are  looked  at  in  advance. 
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Again,  let  me  talk  about  casualties,  because  we  have  got  to  talk 
about  them.  After  20  months  in  the  former  Yugoslavia  the  United 
Nations  has  had  80  dead  and  800  wounded.  Depending  on  the  envi¬ 
ronment — and  I  understand  that  they  were  all  there  as  peace¬ 
keepers.  They  surely  were  not  fighting;  they  were  there  as  peace¬ 
keepers.  But  depenaing  on  the  environment,  I  think  that  our  losses 
would  swing  dramatically,  but  some  casualties  would  be  inevitable. 

Now,  let  me  lust  put  on  the  record  here,  because  we  are  talking 
about  usin?  defense  money  and  about  what  we  would  do  in  the  rest 
of  the  world  once  we  are  committed  here,  and  people  would  think 
25,000  is  not  much.  Maintaining  two  divisions,  a  two  division  force 
in  Bosnia  will  consume  at  least  six  division  equivalents.  Two  in 
Bosnia  and,  you  know,  you  have  got  to  rotate  them,  and  we  will 
have  two  on  trainup,  as  they  call  it,  and  two  on  standdown. 

That  is  pretty  big.  So  anybody  that  thinks  that  is  a  minor  com¬ 
mitment,  that  is  a  very,  very  m^or  commitment.  And  I  want  just 
to  close  this  by  asking  do  you  know  of  anywhere  in  the  administra¬ 
tion  where  an  indepth  cost  analysis  of  the  25,000  troop  commit¬ 
ment  has  been  made?  And  if  so,  where  might  we  get  it? 

Secretary  Christopher.  Senator,  it  is  characteristic  of  you  tha^ 
you  have  probed  this  and  thought  it  all  the  way  through.  Let  me 
answer  it  as  best  I  can,  and  I  hope  not  in  an  argumentative  way. 

BOSNU— ESTIMATES  OF  RESOURCES  REQUIRED 

There  is  no  peace  agreement  yet  in  Bosnia.  We  do  not  know  the 
shape  or  the  contour  of  it.  Consequently,  I  think  it  is  impossible  to 
make  a  judgment  about  the  number  of  troops  that  might  be  re¬ 
quired,  U.S.  troops  or  other  troops.  It  will  have  to  be  an  overall 
NATO  operation,  as  I  said.  The  United  States  has  indicated  that, 
at  most,  it  will  provide  less  than  one-half  the  troops. 

But  I  do  not  think  you  can  make  any  reliable  estimate  at  the 
present  time  as  to  how  many  troops  it  would  take.  The  fact  that 
there  has  been  an  agreement  between  the  Croatians  and  the 
Bosnians,  and  that  it  seems  to  be  functioning,  may  well  diminish 
the  number  that  could  be  necessary. 

But  that  having  been  said.  Senator,  I  think  that  you  will  find 
that  our  Department  of  Defense  has  done  a  good  deal  of  planning 
for  this  contingency,  and  there  may  be  figures  in  the  Department 
of  Defense  that  cost  this  out  or  price  it  out.  It  would,  of  course,  be 
in  the  context  of  not  knowing  for  certain  what  might  be  required. 

Let  me  add  to  that,  Senator,  that  we  understand  and  the  Presi¬ 
dent  understaiidc,  +hat  this  would  be  a  major  U.S.  commitment, 
and  that  is  why  he  has  made  it  clear  that  he  would  seek  congres¬ 
sional  concurrence  before  going  forward  with  this.  There  are  a 
number  of  conditions  for  United  States  involvement  in  a  peacekeep¬ 
ing  endeavor  in  Bosnia.  We  have  listed  six  or  seven  commitments 
that  I  could  run  through  if  you  like,  but  one  of  them,  and  one  of 
the  most  important  ones,  is  that  there  be  congressional  concur¬ 
rence.  So  this  would  all  have  to  be  debated. 

The  numbers  I  do  not  think  are  as  large  as  you  indicate,  but  cer¬ 
tainly  they  would  be  vei^  large  numbers.  At  the  present  time,  I  do 
not  think  you  can  predict  exactly  how  large.  But  we  ought  to  be 
getting  ready  for  that.  Certainly,  as  we  get  closer  to  the  implemen¬ 
tation  of  a  peace  agreement  and  closer  to  seeing  how  we  might  get 
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out  and  get  in,  I  think  it  is  very  prudent  to  be  analyzing  just  how 
much  it  would  cost  and  where  the  money  would  come  from.  I  really 
commend  that  effort  and,  as  I  say,  I  think  that  if  those  numbers 
have  been  worked  out,  it  would  be  at  the  Pentagon. 

Senator  Domenici.  Well,  Mr.  Chairman,  I  just  raise  it  today  and 
I  know  of  your  concern  about  the  Defense  Department’s  budget 
commitment.  And  it  seems  to  me  that  if  we  do  not  insist — and 
maybe  it  is  our  committee,  maybe  it  is  the  Armed  Services  Com¬ 
mittee.  Maybe  what  we  ought  to  do  is — so  we  are  not  put  in  a  posi¬ 
tion  that  the  President  has  made  a  commitment  to  get  an  agree¬ 
ment  and  what  are  we  going  to  do?  Are  we  going  to  sit  around  here 
and  say  we  are  not  going  to  do  that?  We  ought  to  get  the  facts  on 
costs,  as  soon  as  we  can,  so  that  we  can  begin  to  understand  what 
the  commitment  is  in  terms  of  the  rest  of  our  Defense  Department. 

I  have  a  couple  more  when  you  are  finished. 

PEACEKEEPING — HUUAS  COSTS 

Senator  Hollings.  Well,  of  course  the  one  thing,  Mr.  Secrets^ — 
and  I  do  not  s  e  this  coming  through  in  some  of  the  other  hearings, 
but  human  costs  of  involvement  itself  It  exists  as  a  four-way  test. 
And  we  have  not  responded  to  that,  we  are  not  being  asked,  but 
diplomatically  bluffed.  How  in  the  world  do  you  answer  that  ques¬ 
tion  on  that  mother  test? 

But  there  was  not  any  discussion  on  the  floor  of  either  House  of 
Congress.  There  was  not  any  15  days — ^you  are  talking  about  the 
authorizing  committees,  15  day  requests  of  any  kind  that  men¬ 
tioned  it.  .^d  if  you  are  not  able  to  answer  it  intelligently  or  mean¬ 
ingfully — although  I  know  how  these  happen. 

When  they  talk,  for  example,  of  the  number  of  troops — ^we  had^ 
over  eight  divisions  in  Vietnam,  and  they  dressed  as  schooled 
troops  like  they  are  in  Yugoslavia.  I  was  there  when  Tito  was 
President.  He  gave  us  a  training  and  we  went  on  up  to  Belgrade 
to  his  place  in  northern  Yugoslavia.  And  I  can  tell  you  now,  early 
in  the  morning  we  were  awakened  at  5  o’clock  by  the  noise  of  the 
troops  drilling.  And  historically  this  has  been  going  on  now.  They 
have  killed  200,000. 

When  it  comes  to  peacekeeping,  they  have  harassed  us.  They 
have  taken  peacekeepers  hostage,  and  everything  else  of  that  kind. 
So  I  understand  the  intent  is  good,  but  we  are  back  now  to  the  bot¬ 
tom  line  on  your  own  desk  which  we  have  not  complied  with.  And 
I  would  hope  that  we  would  ask  and  we  would  repeat,  and  then 
there  would  be  a  sobriety  around  there.  Because  this  thing  of 
NATO,  United  Nations,  and  we  have  got  NATO  and  United  Na¬ 
tions  asks  of  NATO,  and  that  is  a  mechanism. 

And  that  is  all  procedural;  that  is  not  poli^.  Policy  has  got  to 
be  done  by  the  Congress  itself  And  I  had  the  impression,  listening 
to  a  former  Senator  from  Oregon  call  President  Johnson  a  mur¬ 
derer  each  day — got  two  golden  gavels  for  200  hours  listening  to 
that  from  5  o’clock  to  10  o’clock  every  night  while  presiding  in  the 
Senate.  I  was  assigned  to  preside,  and  just  the  Senator  from  Vir¬ 
ginia  and  myself,  we  filled  in  and  swapped  evenings. 
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CUBA  AND  RADIO  TV  MARTI 

Specifically  with  respect  to  Cuba  and  Radio  TV  Marti,  we  had  a 
special  advisory  panel  and  they  endorsed  the  effort  being  made 
there.  They  recommended  that  TV  Marti  be  turned  over  UHF  and 
it  would  be  more  extensive  and  be  more  effective.  And,  in  contrast, 
they  said  that  to  discontinue  this  particular  communications  effort 
would  be  a  propaganda  victory  for  Castro.  And  you  agree  with  the 
panel’s  report,  of  course? 

Secretary  CHRISTOPHER.  Senator,  I  think  that  Radio  Marti  has 
served  a  real  purpose,  and  I  hope  that  TV  Marti  can  serve  an  equal 
purpose.  Up  to  this  point  it  has  not  been  very  cost  effective,  but 
I  hope  it  can  be  in  the  future.  So  I  would  support  that  result. 

Senator  Rollings.  Yes,  sir;  talking  about  Cuba,  can  a  word  be 
said  about  the  health  of  Castro  at  home? 

Secretary  Christopher.  Senator,  I  saw  that  report  this  morning. 
We  do  not  have  any  confirmation.  He  may  have  had  some  serious 
illness  recently.  I  am  probably  right  where  you  are,  seeing  a  press 
report  but  do  not  have  any  confirmation  on  it. 

SOMALIA  AND  OTHER  EMBASSY  CONCERNS 

Senator  ROLLINGS.  What  about  the  situation  in  Somalia?  We  still 
have  the  Embassy  there  in  Mogadishu,  and  I  do  not  want  to  see 
another  Tehran  experience.  We  did  not  leave  there  as  the  most 
popular  outfit  in  the  country,  and  that  could  diminish  with  respect 
to  the  politics  that  go  on  in  a  country  of  that  kind.  And  we  have 
got  an  Embassy  which  could  become  a  hostage.  What  about  it? 

Secretary  Christopher.  Senator,  we  are  keeping  a  very  close  eye 
on  that  situation  there.  We  think  our  liaison  office  is  secure  at  the 
•  present  time.  But  this  takes  me  back  to  another  comment  you 
made.  Senator.  Americans  serving  abroad  in  the  foreign  service  or 
under  NATO  command  are  at  risk.  It  is  a  dangerous  world.  'There 
is  always  a  balance  in  any  country  where  there  is  a  lot  of  bloodshed 
and  violence.  Do  you  pull  out  your  people  and  give  up  or  do  you 
stay  on  and  tiy  to  keep  security  with  a  Marine  guard  or  whatever. 
You  are  constantly  making  such  decisions. 

We  try  not  to  run  prematurely  away  from  danger,  but  in  certain 
instances  we  are  having  to  close  our  Embassies,  as  we  did  in 
Rwanda.  Fortunately,  under  the  leadership  of  a  very  good  Ambas¬ 
sador,  David  Rawson,  we  were  able  to  get  all  of  our  people  out.  But 
that  is  a  knife-edge  decision  frequently,  and  we  will  be  weighing 
that  decision  in  Mogadishu  if  con^tiom  there  seem  to  threaten  our 
people. 

Senator  Rollings.  Well,  as  you  and  I  both  know,  we  had  to  give 
up  and  get  out  of  Somalia.  The  Embassy  contingency  in  there  is 
trying  to  feed  the  hungry,  or  are  they? 

Secretary  Christopher.  No;  the  liaison  office  is  there  in  order  to 
provide  us  information  of  various  kinds  on  what  is  going  on  within 
the  country. 

Senator  Rollings.  But  we  have  got  a  track  record  in  some  of  the 
countries,  and  that  is  what  bothers  me. 

Senator  Domenici. 
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STATUS  OF  INSPECTOR  GENERAL  PROPOSED  FOR  UNITED  NATIONS 

Senator  DOMENICI.  Mr.  Secretaxy»  Senator  Hollings  and  1,  at  my 
request,  have  put  a  condition  in  the  appropriation  bUl  for  this  year 
regarding  an  inspector  general  for  the  United  Nations.  Now,  I  am 
not  just  trying  to  be  offensive  about  the  United  Nations,  but  there 
is  enough  alleged  abuse  of  funds,  sloppy  bookkeeping,  and  probably 
much  worse  but  I  will  stop  at  that,  tnat  I  believe  if  it  ever — if  that 
ever  broke  loose  all  of  this  peacekeeping  and  U.N.  funding  would 
go  out  the  window  with  the  American  people. 

So  I  think  it  is  imperative  that  you  ana  the  administration  force 
the  United  Nations  to  understand  that  we  cannot  continue  to  pay 
all  this  money.  They  cannot  run  the  business  of  the  United  Nations 
without  any  regard  to  proper  use  of  the  money  we  put  in  and  prop¬ 
er  management  that  we  hope  is  in  1994  and  not  100  years  ola.  We 
withheld  $29  mUlion  of  the  budget  until  we  get  commitment  that 
there  will  be  an  inspector  general.  Now.  have  these  funds  been 
withheld  from  the  United  Nations  and  ao  you  know  the  current 
status  of  efforts  to  begin  to  force  this  on  the  United  Nations? 

Secretaiy  CHRISTOPHER.  I  am  told  that  those  funds  have  been 
withheld.  And  I  will  say  this,  Senator;  I  strongly  support  the  efforts 
of  the  Congress  to  get  an  inspector  general  at  the  united  Nations. 
Ambassador  Albright  speaks  about  it  with  the  Secretary  General 
almost  on  a  daily  basis.  1  have  done  so  several  times  and,  frankly, 
this  recent  action  is  going  to  strengthen  our  hand.  The  action  taken 
by  the  Congress  is  going  to  stren^hen  our  hand  in  getting  an  in¬ 
spector  general.  I  welcome  it. 

Senator  Domenici.  And  I  might  want  to  state  in  the  record,  so 
there  will  be  no  misunderstanding,  that  if  $29  million  does  not 
make  any  dent,  you  might  tell  your  Ambassadors  from  around  the 
world  up  there  in  New  York  that  we  will  double  it  or  triple  it  until 
thev  decide  that  we  are  serious  about  some  reasonable  bookkeeping 
and  auditing  of  where  they  spend  the  money.  And  we  are  not  try¬ 
ing  to  tell  them  how  to  do  that.  You  understand  that, 

Secretaiy  Christopher.  Thank  you,  Senator. 

$29  Million  Withholding:  U.N.  Inspector  General 

The  United  States  is  still  withholding  payment  of  $29.1  million  to  the  U.N.  regu¬ 
lar  buj^et  pending  certification  by  the  S^retary  of  State  that  an  Inspector  General¬ 
like  omce  has  been  established  in  the  U.N.  The  witliholding  is  in  accord  with  the 
requirement  in  the  State  Department  appropriations  legislation  for  fiscal  year  1994 
(Public  Law  103-121)  that  10  percent  of  the  funds  appropriated  for  the  United 
States  assessed  contribution  to  the  U.N.  r^ular  budget  shall  be  available  only  upon 
certification  to  the  Congress  by  the  Secretary  of  State  that  the  U.N.  has  establisned 
an  independent  office  with  responsibilities  and  powers  similar  to  offices  of  Inspec¬ 
tors  General  authorized  by  the  Inspector  General  Act  of  1978,  as  amended. 

We  are  working  at  the  U.N.  General  AssembW  for  a  resolution  that  would  estab¬ 
lish  a  permanent  and  independent  oversight  office  in  the  U.N.,  similar  to  an  office 
of  Inspector  General.  We  hope  to  see  the  resolution  passed  this  summer  and  a  quali¬ 
fied  individual  appointed  to  head  the  office  this  fall. 

PEACEKEEPING  COSTS 

Senator  Domenici.  Let  me  give  you,  from  the  budget,  a  few  de¬ 
tails  about  my  more  general  statement  of  a  while  ago  about  peace¬ 
keeping  and  what  it  might  cost,  and  when  what  we  might  find  out, 
to  get  it  on  record.  For  your  1996  budget,  you  have  assessed  peace¬ 
keeping  operations  in  a  split  manner,  in  which  the  State  Depart- 
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ment  and  Defense  Department  both  share.  Nonetheless,  the  re¬ 
quest  for  the  State  Department  is  $533  million,  an  increase  of  $132 
million,  but  the  request  for  the  entire  activity  of  the  Defense  De¬ 
partment  is  $300  million. 

Now,  that  is  not  even  a  down  payment  on  what  it  would  cost  if 
we  put  26,000  troops  in.  I  see  no  contingency  around.  Might  I  ask, 
first,  what  is  the  philosophy  of  governance  reason  for  deciding  to 
^lit  and  having  the  Defense  Department  pay  for  part  and  the 
State  Department  pay  for  part? 

Secretary  Christopher.  Senator,  the  philosophical  or  lomcal 
basis  on  which  that  split  was  made  is  the  Chapter  VII,  whidi  is 
the  more  robust  kind  of  peacekeeping  which  was  thought  to  be  an 
appropriate  responsibility  of  the  Defense  Department.  This  is  the 
shared  responsibility  concept.  In  many  ways  it  was  governed.  Sen¬ 
ator,  by  whether  or  not  there  would  be  American  troops  or  combat 
troops  involved. 

PEACEKEEPING  COSTS— SHARED  RESPONSIBILITY  CONCEPT 

As  you  know,  the  basic  shared  responsibility  concept  is  as  fol¬ 
lows.  The  Defense  Department  will  be  responsible  either  for  chap¬ 
ter  VII  endeavors,  of  which  there  are  now  three — UNOSAM, 
UNPROFOR,  and  UNIKOM,  or  chapter  VI  where  U.S.  combat 
units  are  involved.  So  I  think  you  can  see.  Senator,  the  underlying 
rationale  for  the  concept.  That  is,  where  U.S.  combat  units  were  in¬ 
volved,  it  was  appropriate  that  the  Defense  Department  pay.  When 
there  is  peacekeeping  of  a  traditional  character  where  U.S.  combat 
units  are  not  involved,  and  we  are  simply  supporting  other  peace¬ 
keeping  endeavors,  that  is  the  State  Department’s  responsibility. 

Tliis  division  of  responsibility  is  not  written  any  place  in  stone 
and  you  could  argue  it  different  ways.  It  simply  seemed  to  the 
President  that  that  was  a  fair  allocation  of  responsibilities  between 
executive  departments. 

Senator  DOMENICI.  Let  me,  for  the  record,  state  that  I  asked  the 
question  the  way  I  did  because  I,  frankly,  did  not  think  there  was 
any  logical  reason  or  philosophic^  governance  reason.  I  think  it  is 
because  it  is  perceived  that  the  Defense  Department  has  enough 
money  to  do  it  and  the  State  Department  does  not.  Maybe  that  rea¬ 
son  is  sufficient. 

But  I  want  to  also  say  that  I  do  not  think  the  Defense  Depart¬ 
ment,  based  upon  what  we  are  seeing  in  terms  of  cuts,  has  an 
open-ended  availability  of  money  for  this  kind  of  activity  either.  So, 
again,  I  get  back  to  some  new  policy  decisions  on  peacekeeping  on 
how  we  ought  to  vote,  as  to  where  we  are  going  to  get  funding  to 
do  this  kind  of  thing. 

FISCAL  YEAR  1994  SUPPLEMENTAL 

The  supplemental  that  we  are  going  to  be  asked  to  fund,  which 
is  one  of  the  subjects  we  are  discussing  in  here  today,  I  gather  that 
you  agree  that  bookkeeping  would  indicate  that  there  is  about  $1.1 
billion  in  arrearage  by  the  end  of  this  fiscal  year  for  previous 
peacekeeping  efforts  that  we  owe  money  for? 

Secretary  Christopher.  That  is  correct.  Senator. 

Senator  Domenici.  My  understanding  is  that  the  conferees  on 
foreign  relations  are  going  to  authorize  $670  million  for  additional 
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peacekeeping  expenses  for  1994.  And  I  think  you  might  have  told 
us  that  in  your  statement. 

Secretary  CHRISTOPHER.  Yes,  Senator. 

Senator  Domenici.  How  does  the  administration  intend  that 
Congress  fund  this  shortfall?  Are  you  working  off  the  premise  that 
there  is  still  some  headroom  in  the  allocation  of  funds  for  all  of 
Government  that  might  be  used  up  just  for  this  purpose? 

Secretary  Christopher.  Senator,  if  you  attended  the  meeting  I 
did  at  the  White  House  the  other  morning  where  a  number  of  Sen¬ 
ators  and  House  Members  were  present,  you  will  remember  that 
this  subject  was  discussed  at  some  length.  I  thought  there  was  a 
very  constructive  attitude  which  I  greatly  appreciated  as  an  effort 
to  deal  with  this  arrearage. 

I  really  think  it  woula  not  be  appropriate  for  me  to  try  to  indi¬ 
cate  to  the  Congress  exactly  how  those  funds  would  be  dealt  with. 
Frankly,  I  was  impressed  by  the  way  it  was  approached  by  the 
Congress.  It  seemed  to  me  to  be  a  very  responsible  approach.  But 
if  you  will  permit  me,  Senator,  I  will  not  go  nirther  into  speculation 
as  to  exactly  how  Congress  intends  to  develop  those  funds. 

PEACEKEEPING  ASSESSMENT 

Senator  Domenici.  The  President  has  endorsed,  I  think  after  a 
lot  of  pressure  from  Congress,  a  reduction  in  our  assessment  for 
peacekeeping  from  30.4  percent — last  year  it  was  actually  31,  al¬ 
most  32  percent,  to  a  25  percent  assessment.  Do  you  know  whether 
a  formal  notification  has  been  made  by  the  State  Department  to 
the  United  Nations  on  that?  And  if  we  have  not,  when  are  we  going 
to  do  that? 

Secretary  Christopher.  1  think  we  have  notified  them  of  that. 
I  think  I  am  correct.  Senator,  that  that  is  a  target  we  have  to 
achieve  by  1996. 

[The  information  follows:] 

Changes  to  Peacekeeping  Assessment  Rate 

We  have  informed  the  U.N.  Secretary  General  that  we  wish  to  lower  our  peace¬ 
keeping  rate  of  asaeaament  to  25  percent.  In  addition,  we  have  informed  other  mem¬ 
ber  nations  of  our  intentions  throu^  their  miaaions  to  the  U.N.  and  through  our 
embassies  to  other  countries  ministnes  of  foreign  affairs. 

Senator  Domenici.  Do  you  know  what  the  reason  was  for  the 
United  Nations  unilaterally  raising  our  assessment  for  peacekeep- 
ing? 

Secretaiy  Christopher.  No;  I  do  not,  Senator. 

Senator  Domenici.  I  think  it  would  be  interesting  to  know. 
Maybe  there  is  a  good  reason. 

&cretaiy  Christopher.  Assistant  Secretary  Sherman  tells  me 
that  it  is  the  indirect  result,  of  the  breakup  of  the  Soviet  Union, 
which  I  thought  was  the  case. 

[The  information  follows:] 

Basis  of  Peacekeeping  Assessment  Rate 

The  peacekeeping  aseeaament  rate  for  all  countries  is  derived  from  the  r^ulsr 
U.N.  budget  assessment  rate  which  is  recalculated  eveiy  two  years.  For  199^94, 
the  U.N.  recalculated  p^cekeeping  assessment  rates  tooK  into  account  the  breakup 
of  the  Soviet  Union  which  means  that  the  Russian  rate  excludes  assessments  from 
former  Soviet  countries  that  are  now  being  separately  assessed.  This  caused  the  rate 
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to  increase  for  all  permanent  members  of  the  Security  Council  (Perm-6)  except  the 
former  Soviet  Union  because  the  current  svstem  requires  the  Penn-5  to  absorb  the 
discounts  granted  to  less  economically  developed  countries. 

Senator  Domenici.  Could  I  ask  one  additional  question  and  then 
submit  about  10  or  12,  Mr.  Chairman? 

Senator  Hollings.  Yes. 

Senator  DOMENICI.  I  will  submit  the  rest  of  them  for  the  record. 

CHINA 

Could  we  speak  a  moment  about  your  trip  to  China? 

Secretary  Christopher.  Yes,  sir. 

Senator  Domenici.  My  understanding  is  that  the  administra¬ 
tion’s  policy  is  that — and  I  quote — only  limited  progress,  quote,  on 
human  rights  will  be  necessary  before  renewing  most  favored  na¬ 
tion  for  China.  What  is  the  definition  of  “limited  progress?” 

Secretary  Christopher.  Senator,  that  is  not  correct.  If  I  may, 
last  May  an  Executive  order  was  entered  into  by  the  President  of 
the  United  States,  which,  of  course,  becomes  the  law  of  the  land. 
At  that  time  the  Executive  order  was,  I  think,  rather  widely  en¬ 
dorsed  by  Members  of  Congress,  as  well  as  by  people  in  the  busi¬ 
ness  community,  as  being  the  best  possible  approach  to  a  very 
strong  attitude  in  Congress  that  something  needed  to  be  done 
about  human  rights  in  China. 

As  you  know,  there  were  two  bills  that  were  passed  in  both 
Houses  of  Congress  only  to  be  vetoed  by  President  Bush.  These 
were  much  tougher  than  the  Executive  order.  Now,  the  Executive 
order  says  that  the  renewal  of  MFN  will  depend  upon  whether  or 
not  I  recommend  that  the  President  conclude  that  there  is  signifi¬ 
cant  overall  pro^ss  in  human  rights  in  seven  categories  that  were 
then  listed  in  the  Executive  order.  That  continues  to  be  the  test 
that  is  going  to  be  used  by  me  in  making  my  recommendation  to 
the  President.  Upon  the  basis  of  that,  the  President  will  decide 
whether  or  not  to  renew  MFN. 

That  standard  has  not  changed.  There  has  been  considerable 
progress  on  some  of  the  criteria.  The  two  mandatory  criteria  have 
substantially  been  met.  We  are  hoping  that  in  the  5  or  6  weeks 
that  remain;  the  Chinese  will  make  enough  additional  progress  in 
those  seven  rather  discrete  and  limited  areas,  in  order  to  justify 
the  renewal  of  MFN. 

It  is  limited  only  in  that  sense,  Senator.  We  are  not  talking  about 
a  radical  transformation  of  the  Chinese  Government.  We  are  talk¬ 
ing  about  progress  in  these  seven  categories,  which  are  part  of  the 
universal  declaration  of  human  rights  and  really  is  the  way  that 
China  treats  its  citizens. 

Senator  Domenici.  Well,  Mr.  Secretary,  again  it  falls  to  this  com¬ 
mittee  to  pay  for  some  of  these  activities,  so  we  are  involved  in 
things  even  like  MFN  for  China.  It  seems  to  me  that  what  you  are 
saying — at  least  as  an  outside  observer — does  not  quite  mesh  up 
with  what  we  heard  coming  out  of  China  on  your  visit  and  your 
return.  It  seems  like  the  Chinese  officially  said  they  were  not  going 
to  do  what  you  asked  them  to  do.  So  I  wonder,  is  that  not  the  right 
impression?  And  if  so,  did  you  ask  them  to  do  more  than  these 
seven  principles,  since  you  appear  to  be  more  optimistic  on  their 
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getting  there  than  the  stories  coming  out  of  China  seem  to  have 
been. 

Secretaj:y  Christopher.  Senator,  I  talked  with  them  about  the 
seven  criteria  and  told  them  of  the  improvements  that  we  felt 
ought  to  be  made  in  those  seven  criteria.  They  did  something  that 
they  have  been  doing  throughout  all  my  conversations  about  that 
subject;  they  say  we  will  not  talk  about  human  rights,  we  will  not 
link  them  in  any  way,  and  then  they  say  now  let  us  talk  about 
them.  So  we  kina  of  have  that  duality  in  the  situation. 

There  was  an  inaccurate  story  that  came  out  of  China,  a  totally 
inaccurate  story  indicating  that  only  limited  progress  was  nec¬ 
essary.  That  came  from  a  briefing  that  I  gave  to  the  American  busi¬ 
ness  community  there,  which  is,  I  think,  very  strongly  against  any 
linkage.  What  I  told  them,  trying  to  be  encour^^ng,  was  that  we 
were  not  asking  for  a  transformation  of  the  Chinese  Government; 
we  were  asking  for  progress  in  these  seven  discrete,  important 
areas,  important  in  the  way  that  the  Chinese  Government  treats 
their  citizens. 

So  I  would  have  to  say  that  more  progress  was  made  on  that  trip 
than  was  reflected  by  tne  stories,  and  we  will  have  to  see  whether 
over  the  next  6  weeks  enough  additional  progress  is  made  so  a 
positive  recommendation  can  be  made  to  the  Ihresident.  I  hope  it 
can  be.  None  of  us  want  to  revoke  MFN  or  even  diminish  it.  At  the 
same  time,  I  think  we  are  bound  by  carrying  out  the  Executive 
order  which,  as  I  say,  was  a  widely  heralded  compromise  about  this 
time  last  year.  But  now,  when  we  are  having  to  live  up  to  it,  it  does 
not  seem  so  easy. 

Senator  Rollings.  Well,  Mr.  Secreta^,  historicallv  it  has  been 
a  very  sensitive  point  with  respect  to  China  and  the  Western  World 
telling  them  how  to  live  and  wnat  to  do.  And  being  the  devil’s  advo¬ 
cate,  you  could  just  say  if  you  were  running  a  country  of  1  billion, 
and  took  comparisons.  Well,  you  can  see  what  they  do  in  Singapore 
today  on  human  rights.  You  can  see  what  they  do  in  the  Mideast — 
they  cut  off  hands  if  you  steal.  And  there  are  certain  forces  that 
we  would  not  agree  with  in  our  society  at  all. 

But  by  the  time  over  there  and  before  you  got  there — ^you  know, 
my  competition  is  this  K  Street  crowd  down  here  of  lawyers  and 
consultants  and  special  reps.  And  before  you  even  landed,  they  said 
do  not  worry  about  it.  But  we  find  that  in  the  trade  talks,  we  find 
that  in  open  diplomacy,  which  you  conduct  with  respect  to  China, 
and  you  nave  got  to  be  sure,  in  that  light,  that  you  use  the  right 
tools.  If  you  have  got  to  talk  about  most  favored  nation,  apply  it. 
And  all  the  other  countries  will  come  in  and  take  the  business.  And 
that  is  what  the  consultants  and  the  lawyers  downtown  are  telling 
their  contacts  in  China. 

So  what  we  should  be  doing  is  use  a  proper  tool,  not  MFN,  but 
super  301,  which  does  cover  human  rights,  labor  rights,  and  apply 
it  and  get  the  Criminal  Division  of  the  Justice  Department  going 
with  $2  billion  countershipments  in  textiles  alone,  which  I  credit 
the  previous  administration  with  doing.  And  the  customs  have  told 
us  it  is  not  $2  billion;  it  is  in  excess  of  $5  billion.  So  we  can  be 
enforcing  our  own  trade  laws,  enforcing  our  own  trade  super  301. 

And  not  saying,  the  Secretary  of  State,  or  hoping  to  say  we  are 
going  to  stop  trade,  when  that  is  not  going  to  happen.  You  can  see 
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that  at  the  White  House  yesterday.  We  are  not  going  to  stop  trade. 
We  ought  to  look  realistically  at  it,  and  that  lav^prer  crowd  that 
calls  ahead  and  tells  before  you  get  there  the  position  to  take.  But 
I  am  not  a  bit  surprised  at  that  one. 

But  we  really  appreciate  your  appearance  here  this  morning.  We 
do  have  a  stack  of  questions  here. 

A  lot  of  the  other  collea^es  had  to  go  to  another  hearing  with 
respect  to  Jim  Woolsey  ana  the  Secretary  of  Defense.  But  remind¬ 
ing  me,  now  Senator  Domenici  and  I  meet  each  other  coming 
around  the  comer  on  the  Defense  budget.  This  is  the  Commerce, 
Space,  Science,  Transportation  committee  room.  And  science,  we  go 
over  to  the — we  do  not  get  enough  out  of  the  National  Science 
Foundation,  the  National  Institute  of  Standards  and  Technology. 
We  have  to  go  to  Defense  to  get  research  money. 

We  have  Coast  Guard  hearings.  We  do  not  get  enough  money  for 
the  Coast  Guard,  so  we  depend  on  050  funding  from  the  Depart¬ 
ment  of  Defense.  Now,  we  do  not  get  enough  money  for  peacekeep¬ 
ing,  but  Defense  backs  up  money,  billions.  You  can  see  the  problem 
that  we  have  is  a  serious  one. 

But  we  could  not  thank  you  enough,  Mr.  Secretary.  I  think  you 
are  doing  an  outstanding  job. 

Yes,  sir. 

NORTH  KOREA— NUCLEAR  CAPABILITY 

Senator  Domenici.  Mr.  Chairman  and  Mr.  Secretary,  I  do  not 
know  that  I  would  expect  a  lengthy  answer,  but  we  have  been  talk¬ 
ing  about  the  United  States  taking  a  position  with  reference  to 
what  other  people  might  be  doing.  This  morning,  I  understand  that 
Secretary  Perry  spoke  about  North  Korea  and  said  that  they  were 
ve^  close  to  removing  enough  plutonium  from  their  reactors  to 
build — and  I  think  I  am  right — ^four  to  five  nuclear  bombs. 

Mr.  Secretary,  I  cannot  urge  any  stronger  than  I  will  right  now 
that  this  is  an  issue  that  Republicans  want  to  support  our  Presi¬ 
dent  on,  what  to  do  about  that.  But,  frankly,  I  do  not  believe  we 
ought  to  get  into  situations  like  we  are  in  Bosnia  where  we  go  back 
and  forth  and  back  and  forth,  and  we  threaten  and  then  we  do  not 
threaten. 

I  think  somebody  had  better  put  a  policy  together  on  what  we 
intend  to  do  about  this,  come  up  here  and  get  the  Members  from 
both  sides  to  support  it,  because  this  is  a  serious  one  for  us  in  the 
world  and  we  do  not  want  to  be — speak  for  myself,  but  I  sense 
Republicans  do  not  want  to  be  on  the  outside  just  working  against 
the  President.  So  I  would  clearly  urge  that  this  be  done  in  a  man¬ 
ner  that  could  get  the  best  kind  of  response  from  all  of  us,  because 
I  think  we  want  to  be  responsible.  But  we  cannot  be  ambivalent 
and  we  cannot  support  what  we  do  not  know.  And  I  cannot  tell  you 
any  more  strongly  than  that.  It  concerns  a  lot  of  us  up  here. 

Secretary  CHRISTOPHER.  Senator,  that  is  a  very  serious  problem 
and  no  one,  I  think,  takes  it  more  seriously  than  1  do. 

I  wonder  if  I  could  just  at  least  briefly  correct  what  I  think  Sec¬ 
retary  IPerry  said.  I  read  a  full  recount  of  what  he  said.  What  he 
said  was  that  the  North  Koreans  are  going  to  be  refueling  the  nu¬ 
clear  facility  that  they  have  there,  ana  if  they  were  to  take  pluto¬ 
nium,  which  needs  to  be  refueled,  and  to  reprocess  it,  that  that 


might  provide  enough  weapons  grade  plutonium  for  four  or  five  nu¬ 
clear  weapons,  if  it  were  properly  reprocessed. 

But  what  is  also  true  is  that  yesterday  the  IAEA  was  told  by  the 
North  Koreans  that  they  would  permit  a  representative  to  be  there 
to  watch  when  they  unloaded  the  fuel  from  a  nuclear  reactor,  ap¬ 
parently  to  give  us  an  opportunity  to  ensure  that  it  is  not  reproc¬ 
essed.  Now,  I  am  not  a  technician,  but  the  technical  people  that  I 
talked  to  this  morning  found  encouraging  the  fact  that  the  North 
Koreans  have  said  you  can  have  somebody  present  to  watch  when 
they  take  the  fuel  rods  out,  to  ensure  that  they  are  not  going  to 
go  forward  with  the  reprocessing  that  worried  Secretary  Perry. 

But  on  your  underlying  question,  Senator,  that  is  a  very  serious 
problem,  we  need  to  have  a  bipartisan  approach  to  the  problem. 
iTiere  is  no  simple  solution.  As  you  know,  military  solutions  in  that 
particular  situation  have  a  number  of  consequences,  and  we  will 
want  to  consult  ve^  closely.  And  I  am  sure  when  Secretary  Perry 
comes  back  from  his  meetings  with  the  South  Koreans,  we  will  be 
having  meetings  here  on  Capitol  Hill  about  it. 

Senator  Domenici.  Thank  you,  Mr.  Chairman. 

Senator  Rollings.  Yes;  thank  you  very  much. 

The  criticism  has  been,  Mr.  Secretary,  that  this  administration 
does  not  have  a  foreign  policy.  But  as  I  understand  it,  the  foreign 
policy  is  to  keep  us  out  of  war  in  North  Korea,  and  keep  us  out 
of  war  in  Bosnia,  and  keep  us  out  of  war  in  Haiti,  and  all  these 
other  places  around  the  globe.  And  I  support  that  foreign  policy. 
Until  we  hit  some  real  national  security  interest,  we  ought  to  be 
very  very  careful,  and  get  back  to  the  Christopher  four-way  test  for 
military  involvement. 

ADDITIONAL  COMMITTEE  QUESTIONS 

We  will  leave  the  record  open  so  that  some  of  the  members  who 
could  not  be  here  today  can  submit  questions,  along  with  myself 
and  Senator  Domenici. 

[The  following  questions  were  not  asked  at  the  hearing,  but  were 
submitted  to  the  Department  for  response  subsequent  to  the  hear¬ 
ing:] 


QUESTIONS  SUBMITTED  BY  SENATOR  ERNEST  F.  HOLLINGS 


Queation; 

1.  When  I  travel  to  State  posts  overseas,  I  keep  hearing 
complaints  from  ambassadors  and  State  personnel  regarding  the 
large  number  of  personnel  from  other  Federal  agencies,  and  the 
inability  of  the  State  Department  to  support  them.  In 
Venezuela,  Ambassador  Davidow  told  me  that  he  had  to''.d  the 
Federal  Aviation  Administration  (FAA)  and  the  Internal  Revenue 
Service  (IRS)  to  move  their  people  back  to  Miami.  In  Bolivia, 
Ambassador  Bowers  told  me  that  he  has  only  20  personnel  at  the 
post  who  conduct  full-time  State  Department  work.  And  the  O.S. 
mission  has  over  1,000  personnel  and  contractors. 

A)  What  is  your  appraisal  of  the  situation?  Can  the 
"National  Security  Directive  38"  process  be  used  more 
effectively  by  ambassadors  to  reduce  presence  by  other 
agencies? 

< 

B)  Have  you  reviewed  the  current  Foreign  Affairs 
Administrative  System  (FAAS)  to  see  if  there  is  a  more 
equitable  way  to  allocate  costs  between  agencies? 

C)  Are  you  backing  up  ambassadors  like  Davidow  at 
headquarters  when  agencies  like  FAA  and  IRS  complain? 


Answer : 

(A)  All  Chiefs  of  Mission  are  charged  with  examining  the 
staffing  at  their  posts  in  light  of  U.S.  foreign  policy  goals 
and  objectives,  and  making  appropriate  recommendations  to 
Washington  based  on  their  conclusions.  The  cost-effectiveness 
of  all  elements  of  their  missions  are  to  be  examined  as  well.  I 
believe  that  NSDD  38  provides  a  useful  tool  for  ambassadors  in 
making  sure  that  we  have  the  right  mix  of  people  doing  the 
right  work  at  all  of  our  embassies  and  consulates  overseas.  I 
also  think  that  this  tool  is  being  used  as  effectively  as  it 
can  be  now. 

While  I  appreciate  the  compliment  to  State  Department 
leadership  implicit  in  your  question,  I  also  believe  that  other 
agencies  often  play  a  key  role  in  providing  the  services  and 
carrying  out  the  programs  that  help  the  entire  U.S.  Government 
achieve  its  goals  in  any  given  country  or  region.  It  is  true 
that  the  State  Department  accounts  for  about  one-third  of  all 
staffing  at  all  embassies  worldwide,  and  in  many  cases  that 
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ratio  is  not  the  right  mix  for  the  tasks  at  hand.  Zn  those 
cases  we  rely  upon  our  chiefs  of  mission  to  propose  changes. 

(8)  Mr.  Chairman,  within  the  FAAS  system  roost  of  the 
overall  cost  burden  falls  on  the  State  Department.  As  the 
^concierge"  of  the  foreign  affairs  agencies,  we  pay  over  60\  of 
the  costs  involved,  even  though  we  have  only  about  one-third  of 
the  people  at  our  overseas  posts.  The  FAAS  system  was  designed 
over  17  years  ago  when  budgets  were  more  generous  and  total  USG 
overseas  presence  w/js  smaller.  And  as  administrative  support 
costs  have  greatly  expanded  over  the  years,  our  ability  to 
sustain  our  largo  share  of  those  costs  has  diminished. 

The  Departrient  has  sought  and  continues  to  seek  a  more 
equitable  arrangement  in  the  division  of  these  costs  with  other 
agencies.  We  have  not  been  sucessful,  and  we  frankly  need  the 
support  of  this  Committee  and  you  Nr.  Chairman  in  convincing  the 
other  agencies  and  other  oversight  committees  of  the  Congress 
to  support  changes  in  the  FAAS  structure  which  will  both  sustain 
our  total  overseas  operations  effectively  while  sharing  the 
burden  equitably.  I  appreciate  your  interest  in  this  issue,  and 
will  not  hesitate  to  seek  your  future  assistance  in  trying  to 
resolve  it. 

(C)  I  fully  support  our  ambassadors  in  the  field  when 
they  make  reasonable  staffing  proposals  based  on  a  clear  linkage 
with  policy  priorities.  Allocating  all  of  our  scarce  resources 
on  this  basis  is  one  of  the. key  goals  of  this  Administration. 

The  only  area  where  1  have  modified  the  NSDD  38  process  involves 
offices  which  provide  regional  services,  whether  they  be  State 
Department  or  other  agency  offices.  In  those  cases  the  chief 
of  mission's  bilateral  perspective  may  need  additional  input 
from  the  Department  in  order  to  consider  the  issues  from  a 
regional  or  global  perspective.  The  revised  procedures,  which 
still  safeguard  chief-of-mission  authority,  do  just  that. 
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MOVE  TO  BERLIN 


Please  provide  a  status  report  on  the  Departnent's  Plans 
to  Bove  the  Esbass/  in  Gemany  to  Berlin. 

Answer! 

He  are  pleased  to  provide  a  status  report  on  the 
Department '8  planning  efforts  to  move  the  U.S.  Embassy  from 
Bonn  to  Berlin.  He  would  also  welcome  an  opportunity  in  the 
near  future  to  brief  you  and  your  committee  in  greater  detail 
on  our  efforts  in  this  area. 

While  considerable  planning  has  been  completed  to  relocate 
the  Embassy  to  Berlin,  until  the  German  Government  articulates 
its  detailed  plans,  our^i^rts,  by  necessity,  will  be 
limited.  To  date,  the  Embassy  in  Bonn  and  the  Department  have 
developed  the  projected  staffing  pattern  in  Berlin.  Planning 
for  a  chancery  in  Berlin  has  received  attention  as  well.  A 
design  competition  is  in  the  initial  stages,  while  a 
considerable  amount  of  work  has  been  done  with  the  German 
authorities  to  resolve  site  planning,  security,  and  zoning 
issues. 

.The  Department  recently  concluded  successfully  property 
exchange  negotiations  with  the  German  Government.  This 
comprehensive  exchange  agreement,  when  fully  approved  and 
implemented,  will  assure  that  the  USG's  residential,  logistics, 
and  maintenance  real  property  requirements  in  Berlin  have  been 
satisfied  for  the  foreseeable  future. 

Finally,  the  Department  is  pursuing,  in  conjunction  with 
the  Embassy  in  Bonn,  the  identification  and  disposal  of 
USG-owned  properties  to  help  fund  the  cost  of  constructing  a 
new  chancery. 
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D«spittt  th«  German  Govamaant's  uncartalntlaa  ragarding 
tba  timing  of  tha  ralocation,  tha  racantly  nagotiatad  proparty 
agvaamant  with  tha  Garmana  givaa  ua  tha  flaxlbility  to  aova  our 
Embtiaay  to  Bari  in  whan  va  ara  raady. 

Quaation! 

How  much  do  you  aatimata  it  will  coat  to  build  a  naw 
chancary  building  on  tha  Pariaar  Plata? 

Anawart 

At  thia  point  in  tha  planning  procaaa,  it  ia  too  aarly  to 
provida  an  aocurata  aatimata  of  tha  coat  to  build  a  naw 
chancary  building  in  Bari in.  Until  a  functional  apaca 
raquiramanta  program  has  baan  complatad,  a  trua  aatimata  ia  not 
poaaibla.  For  planning  purpoaaa,  howavar,  va  anviaion 
conat ruction  of  a  chancary  of fioa  building  of.  approximately 
175|000  aquara  faat  at  a  coat  in  tha  range  of  $75  to  $100 
million.  Na  plan  to  propoaa  a  raprograaming  of  $5,877  million 
thia  fiacal  year  to  begin  tha  daaign  procaaa. 

OmitiOD* 

Will  thia  b4^  tha  only  conatruction  raquiramant  in  Berlin? 
Anavar! 

At  the  praaant  time,  wa  do  not  anticipate  additional  new 
conatruction  raquiramanta  in  Berlin.  Ha  already  have  acq[uirad, 
or  will  be  acquiring  through  implementation  of  a  property 
agreement,  ol^ar  facilitiea  auch  aa  tha  ambaaaador'a  raaidence, 
ataff  houaing,  warahouaing,  and  other  General  servicea 
buildinga.  Therefore,  a  new  chancary  building  would  be  tha 
only  aignif leant  naw  conatruction  raquiramant  anticipated  in 
Berlin. 

QtttttittPt 

Aren't  any  excaaa  Department  of  Dafenaa  Facilitiaa 
available?  Hhat  ia  tha  aquara  footage  and  location  within  tha 
city? 
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Thar«  ara  aavaraX  aintary  facilitiaa  in  tha  city  of  Barlin 
which  ara  to  ba  vacatad  as  a  rasult  of  tha  military  dapartura 
froa  Barlin  in  tha  Pall  of  this  yaar.  Tha  aost  notabla  ara; 

Clay  Kasarna,  tha  currant  haadquartars  of  the  Barlin  ailitary' 
coaaand;  the  DEH  Compound  (Department  of  Engineering  and 
Housing),  a  large  maintenance/logiatics  complex;  and  McNair 
Barracks,  a  portion  of  which  was  offered  to  tha  USG  for  use  as  a 
logistics  and  maintenance  complex.  These  facilities  are  located 
in  the  primary  residential  south  central  portion  of  the  city  of 
Berlin.  All  of  these  facilities,  while  used  by  the  Department  of 
Defense,  are  owned  by  and  revert  to  the  German  Government  when 
the  military  withdraws.  The  Department  of  State  has  reached 
tentative  agreement  with  the  German  Government  to  use  selected 
properties  which  meet  our  needs. 

clay  Kaserne;  This  facility  is  being  turned  back  to  the 
German  Government.  It  consists  of  about  19  acres  of  land  with  an 
area  of  about  500,000  square  feet  of  office/logistics  space.  The 
Embassy  Consular  Section  now  occupies  a  portion  of  one  wing  of 
Building  II  of  Clay  Kaserne.  As  part  of  the  tentative 
property  agreement,  the  German  Government  has  offered  the  USG  the 
use  of  the  remainder  of  the  135,276  square  feet  of  Building  II 
for  temporary  Embassy  use  should  it  be  required  pending  the 
completion  of  the  construction  of  a  new  chancery  in  Berlin.  When 
the  new  chancery  is  completed  all  of  Building  II  will  revert  to 
German  Government  control.  (Note:  It  was  available;  we  did  not 
request  it.) 

McNair  Barracks;  The  USG  requested  and  the  German 
Government  made  available  to  the  USG  a  portion  of  the 
maintenance  and  logistics  complex  from  this  Barracks.  Our 
portion  consists  of  four  buildings  on  a  75,000  square  meter 


sit«  und«r  a  99-yaar  no  too,  uaa  agraoaont  cowaanclng  January 
I,  1995.  Tha  agraaaant  containa  an  option  for  anothar  99  yaar 
pariod  at  than  aarkat  rataa. 


Tha  DEH  Coapound!  This  is  a  12.5  acre  site  vith  about 
310,000  square  feet  of  office  and  logistics  space.  The  Geraan 
Govemaent  has  announced  plans  to  turn  tha  coapound  over  to  the 
City  of  Berlin  for  its  use. 


Quaatlfin: 

ifhat  are  your  plans  for  tha  large  Eabassy  coaplex  in 
Bonn?  Will  you  be  able  to  swap  or  sell  soae  of  the  property  to 
tha  Oaraan  Governaent? 

Answer i 

Negotiations  between  tha  United  States  Governaent  and  the 
Govemaent  of  tha  Federal  Republic  of  Geraany  concluded  on 
March  18,  1994,  following  two  years'  of  intensive  effort.  Once 
tha  agraeaant  is  approved,  the  USG  will  have  been  successful  in 
obtaining  156  residential  housing  units  in  Berlin,  an 
aabassadbrial  residence,  a  25,000  square  aeter  aaintenance  and 
logistical  coaplex  —  all  on  a  99-year  no  fee  for  use  agreement 
—  plus  the  use  of  a  portion  of  Clay  Kaserne  and  the  continued 
lease  of  tha  L^rlin  office  building,  its  annex  and  the  adjacent 
parking  lot  until  the  new  chancery  is  completed. 

We  will  obtain  these  properties  by  transfering  to  the 
Geraan  Governaent  fee  simple  ownership  of  156  residential 
properties,  five  industx*ial  buildings  and  an  office  building  in 
Bonn.  In  addition,  the  USG  will  extinguish  its  leases  and 
options  to  purchase  various  properties  in  the  former  East 
Berlin.  The  USG  will  retain  the  remainder  (about  501)  of  the 
Bonn-Plittarsdorf  complex  which  is  o%med  in  fee  simple.  The 


684 


0«nian  Govarnaant  will  ba  of farad  tha  right  cf  firat  rafuaai  to 
purchasa  tha  raaalndar  of  thaaa  Bonn  propart laa  at  fair  aarkat 
prica  if  and  vhan  tha  USO  dacidaa  to  diaposa  of  thaa. 

Tha  Bonn  chancary  waa  obtainad  froa  tha  Garaan  Govarnaant 
in  tha  1950 'a  undar  a  lon9**tara  uaufructuary  a9raaaant. 
Accordin9  to  tha  taraa  of  thia  agraaaant,  tha  Bonn  chancary 
ravarta  to  Garaan  ovnarahip,  without  coapanaation,  60  days 
aftar  tha  naw  Barlin  chancary  haa  baan  coaplatad.  Our 
agraaaant  with  tha  Garaan  Govarnaant  allowa  ratention  of 
approxiaataly  30%  of  tha  Bonn  chancary  for  up  to  five  yeara 
aftar  tha  Berlin  chancary  haa  bean  conatructed  under  the  aaae 
uaufructuary  terms.  This  will  provide  planning  and  moving 
flexibility,  while  meeting  our  office  needs  In  Bonn  during  this 
transition. 

In  summary,  the  USG  traded  Bonn  properties  held  in  fee 
simple  and  some  East  Berlin  property  Interests  for  more 
valuable  Berlin  properties  to  be  held  under  a  99-year  no-fee 
use  agreement.  There  is  an  additional  99  year  option  period 
which,  if  exercised,  would  compensate  the  German  Government  at 
then  market  rates. 

Separate  and  apart  from  these  negotiations,  we  are 
pursuing  actively  the  sale  of  several  individual  properties  in 
Germany  to  help  offset  the  chancery  construction  and  other 
costs  to  the  extent  possible.  The  major  parcel  is  the  36-acre 
radio  antenna  site,  near  Tempelhof  airport.  It  is  the 
Department's  intent  and  goal  to  reallxe  sufficient  proceeds 
from  these  proposed  sales  to  preclude  the  need  for  additional 
appropriations  to  fund  the  construction  of  the  nev^  chancery, 
though  it  is  not  clear  whether  that  goal  can  be  fully  achieved. 


-•-ifrW 


Ouftitiaa? 


What  la  tha  Impact  of  prohibitions  legislated  in  the  FY 
1994  National  Dafanse  Authorization  Act? 

Anavari 

According  to  Section  1432,  Awarican  Diplowatic  racilities 
in  Germany,  the  USG  ia  prohibited  froM  purchasing, 
constructing,  leasing  or  occupying  any  facility  as  an  embassy, 
chancery,  or  consular  facility  in  Germany  unless  that  facility 
is  purchased,  constructed,  modified,  or  leased  with  funds 
provided  by  tha  Government  of  Germany  as  an  offset  for  the 
value  of  facilities  returned  by  the  USG  to  the  German 
Government  pursuant  to  Article  52  of  the  Status-of-Forces 
Agreement.  The  National  Defense  Authorization  Act  states  that 
the  Secretary  of  State  may  not  enter  into  any  legal  instrument 
to  purchase,  construct,  modify,  or  lease  any  facility  until  the 
Secretary  of  Defense  certifies  to  the  appropriate  Congressional 
Committees  that  the  USG  has  received  or  is  scheduled  to  receive 
cash  payments  or  offsets**  in-kind  of  a  value  not  leas  than  50 
percent  of  the  value  of  the  facilities  returned  by  the  USG  to 
the  German  Government. 

Since  this  Act  does  not  apply  to  facilities  acquired  or 
occupied  prior  to  January  1,  1995,  it  appears  that  little 
impact  will  be  felt  on  the  properties  acquired  in  Berlin 
through  recent  negotiations  with  the  German  Government, 

However,  since  the  chancery  in  Berlin  is  only  now  in  the 
conceptual  planning  phase,  this  Act  would  clearly  prohibit 
chancery  construction  in  Berlin  without  the  required  Secretary 
of  Defense  certification. 

Question: 

The  State  Department's  Repatriation  Loan  Program  provides 
loans  to  purchase  airplane  tickets  for  destitute  Americans  who 
are  stranded  overseas.  It  Is  a  loan  program  not  a  grant 
program. 


Y«t,  I  vtt  tucprlstd  to  loam  that  tht  default  rata  on 
thoaa  loans  is  ao%.  Bl^ht  out  of  ten  paopls  art  trtatin^  ths 
progran  as  an  sntltlamsnt  and  ars  rsf using  to  pay  back  ths 
Dspartaant  of  Stata. 

Nr.  Sacratary,  glvan  this  is  tha  casa  and  so  many  paopla 
ara  proving  to  ba  Ingratas  and  ara  atifflng  tha  govarnmant, 
vhat  vould  ba  your  viav  if  wa  just  saroad  out  tha 
appropriations  this  yaar  as  tha  Housa  of  Raprasencatlvas 
proposad  lait  yaar? 

Answer : 

Tha  Appropriation  for  tha  Department's  Repatriation  program 
should  not  ba  zeroed  out.  For  almost  50  years,  this  program 
has  bean  one  of  tha  keys  to  the  U.S.  Oovernmant's  ability  to 
assist  its  citizens  overseas.  The  program  alms  to  protect 
Indigent  Americans  from  possible  incarceration  abroad  and  to 
prevent  them  from  becoming  public  nuisances,  possibly  causing 
ambarassirant  to  the  U.3.  government  or  harming  U.S.  foreign 
policy  interests.  The  help  we  provide  to  destitute  Americans 
overseas  acts  as  a  bridge  to  federal  and  state  social  services 
in  this  country  and  is  one  of  the  Department's  major  tools  for 
protecting  Araerlcans  abroad.  This  program  also  assists  with 
emergency  medical  evacuations,  returns  American  children 
abducted  by  foreign  parents,  and  rescues  Americans  from  major 
disasters  and  crises  abroad.  The  U.S.  public  expects  the  U.S. 
Ooveriunent  to  be  able  to  assist  private  U.S.  citizens  to  depart 
countries  from  which  we  were  evacuating  the  official  American 
community. 

Repatriation  loans  are  provided  to  assist  destitute 
Americans  abroad  who  have' no  other  source  of  funds.  They  are 
loans  of  last  resort.  Most  recipients  are  not  credit-worthy. 

We  make  them  only  when  we  have  exhausted  efforts  to  obtain 
funds  from  relatives  in  the  U.S.  All  loan  recipients  are 
reguired  to  sign  a  promissory  note  and  their  U.S.  passport  is 
limited  for  direct  return  to  the  United  States.  The  Department 
is  also  required  to  witlihold  the  issuance  of  passports  to 
persons  in  default  on  repatriation  loans.  Repayment  is 


•xp«cted.  The  Department  uses  several  methods  to  collect 
delinquent  loans.  These  include  Installment  payment  plans « 
collection  agents,  and  Internal  Revenue  Service  refund  offset. 
Under  normal  commercial  loan  situations,  these  methods  would  be 
effective.  However,  due  to  the  financial  status  of  the  loan 
recipients,  recovery  rates  remain  low  and  we  do  not  anticipated 
that  they  will  improve. 

The  overall  Impact  of  this  program  is  very  positive  as  the 
essential  needs  of  citizens  in  distress  are  met.  Citizens  are 
assured  of  receiving  urgently  needed  medical  care,  food, 
shelter,  and  transportation.  If  they  cannot  provide  for 
themselves . 

Ojifistion: 

4.  The  only  real  programmatic  increase  in  your  operating 
budget  is  $2S  million  for  information  systems  upgrades.  As  I 
understand  it,  the  Department  of  State's  information  systems 
are  antiquated.  You  have  computers  systems  that  are  unable  to 
interact  with  modern  "open « architecture"  systems. 

—  What  is  the  total  cost  of  the  information  system 
modernization  program?  How  many  years  will  it  take?  When 
do  you  expect  to  go  forward  with  a  solicitation? 

—  Will  the  new  visa  fee  program  that  is  being  addressed  in 
the  authorization  bill  be  used  to  procure  some  of  these 
systems? 

Answer; 

The  Department  has  developed  a  plan  to  modernize  our 
information  management  systems  that  will  requite  an  additional 
$210  million  over  a  seven  year  period  to  implement.  This 
includes  all  infrastructure  elements,  including 
telecommunications,  mainframes,  information  systems  and 
radios.  Our  FY  1995  budget  request  of  $30  million  will  allow 
us  to  begin  this  process.  Cost  validation  is  a  continuing 
process  based  on  updated  inventories  and  revised  price 


estimates . 


Th«  MRV  (Nachln*  Raadabl*  Vlaa)  faa  progran  will  provlda 
funds  to  bo  uaod  for  oapanding  tho  uso  of  autoraatod  lookout  and 
nachino  roadablo  visa  syatoias;  improving  U.S.  passport  socurity 
Boasures;  and  extending  te^ecoonmnications  lines  in  support  of 
overseas  consular  operations.  These  projects  are  not  included 
in  the  Department's  programmatic  increase  for  information 
systems  upgrades. 


Quflation! 

S.  During  last  year's  hearing,  we  talked  about  staff 
reductions  at  large  overseas  posts  and  the  closure  of  20 
consulates  that  had  been  put  forward  by  Secretary  Eagleburger 
and  the  previous  administration. 

A)  Besides  Grenada,  how  many  embassies  and  consulates 
have  been  closed  or  proposed  for  closure  by  this 
administration?  How  many  positions  have  been  reduced 
either  through  post  closures  or  post  cutbacks? 

B)  Will  you  be  proposing  any  further  closures? 

C)  We  just  evacuated  the  embassy  in  Rwanda.  Why  not 
leave  it  closed?  If  peace  ever  is  restored  to  that 
country,  why  not  just  service  Rwanda  from  Tansania  or 
Burundi? 


Answer ! 

A)  After  .additional  consideration,  we  have  decided  not  to 
close  our  erobabuy  in  Grenada.  In  the  past  year,  we  have  closed 
two  embassies  (Honiara  and  Moroni),  and  12  consulates 
(Alexandria,  Douala,  Genoa,  Izmir,  Maracaibo,  Martinique, 
Mazatlan,  Mombasa,  Oran,  Palermo,  Salzburg,  and  Songkhla) .  We 
have  also  closed  our  Branch  Office  in  Geneva.  This  fiscal  year 
we  anticipate  closing  our  embassy  in  Antigua  and  our  consulate 
in  Kaduna. 


Post  closings  take  place  in  the  larger  context  of  our 
"rightsizing"  efforts  to  shift  our  limited  —  and  declining  — 
resources  to  the  highest  priorities.  We  cannot  give  a  specific 
number  of  how  many  position  cuts  post  closings  and  cutbacks 
have  produced,  because  there  is  no  one-to-one  linkage. 


k'^eductions  at  Icr^ii  poats/poat  cloaurea 


"Rlghtaizlng’*  .will  permit  ua  to  live  nithin  the  budget  limits 
already  set  and  to  meet  the  President 'a  Executive  Order  cuts. 

B)  We  continue  to  consider  post  closings  on  a  case-by-case 
basis  for  both  policy  and  financial  reasons.  Decisions*  to 
close  reflect  the  fact  that  modern  communications  and 
transportation  facilities  make  keeping  these  posts  open  less 
compelling  when  compared  with  other,  more  urgent  priorities. 

We  do  not,  however,  have  any  definite  post  closing  plans  beyond 
those  already  scheduled. 

C)  Our  goal  is  to  maintain  the  widest  practicable 
distribution  of  posts.  There  is  no  need,  however,  to  have  an 
American  Embassy  in  every  country.  In  considering  whether  to 
close  a  post,  we  must  match  our  resources  with  policy 
priorities . 

The  United  States  has  important  humanitarian  interests  in 
helping  the  Rwandan  people  after  \  mutually  respected 
cease-fire  is  established.  We  will  need  a  diplomatic  presence 
(albeit  smaller  than  before)  to  launch  humanitarian  relief 
efforts  in  the  country  and  to  initiate  an  objective, 
international  inquiry  into  human  rights  abuses. 


Q-UfiStion: 

6.  In  January,  during  consideration  of  the  State  Dept. 
Authorization  Bill,  Senator  DeConcini  was  very  critical  of  the 
amount  of  security  that  you  carry  along  when  traveling  overseas. 

Looking  at  your  budget,  it  appears  that  the  Department  has  made 
some  reductions  in  the  number  of  personnel  in  the  Diplomatic 
Security  Bureau,  In  FY  1993  you  had  948  people  in  the  bureau 
and  now  you're  at  856. 

Could  you  speak  to  this  issue?  How  should  I  respond  to  Senator 
DeConcini,  who  has  oversight  for  Presidential  Security  through 
his  Treasury  Postal  Service  Appropriations  Bill? 


At  my  requ«8t,  shortly  after  I  took  office  in  early  1993, 
the  Bureau  of  Diplomatic  Security  undertook  a  thorough  review 
of  my  security  arrangements.  This  review  resulted  in 
eliminating  six  agent  positions  from  my  detail.  And,  through 
greater  reliance  on  Regional  Security  Officers  stationed  at  our 
embassies,  the  number  of  agents  required  for  protection  when  I 
travel  abroad  also  has  been  reduced.  As  a  result,  the  cost  of 
the  Secretary’s  Detail  declined  from  $3.3  million  in  FY  1992  to 
$1.2  million  in  FY  1993.  Because  of  my  heavy  travel  in  recent 
months,  the  figures  for  FY  1994  will  undoubtedly  be  higher. 

Since  July  1993,  the  Bureau  of  Diplomatic  Security  has 
eliminated  over  90  positions,  at  least  half  of  which  were  In 
domestic  field  offices.  A  detailed  zero-based  review  of  DS 
programs  was  accomplished  in  1993,  resulting  in  the  elimination 
of  low-priority  activities  and  the  consolidation  of 
duplicative  functions.  Top  management  has  devoted  considerable 
attention  to  refining  priorities  to  reflect  both  the  post-Cold 
War  climate  and  a  leaner  fiscal  future. 


Question; 

7.  There  is  a  reconvnendat ion  in  the  National  Performance 
Review  which  1  don’t  understand.  It  recommends  that  you  reduce 
Marine  Security  Guards  at  embassies  overseas  and  replace  them 
with  contract  guards.  Last  year  the  Administration  sent  us  a 
$600  thousand  rescission  for  Fiscal  Year  1994.  As  I  understand 
it.  State  currently  reimburses  the  Marine  Corps  for  support  and 
related  expenses,  but  not  for  the  pay  of  the  Marine  Guards. 

Pay  is  already  budgeted  for  in  the  Defense  Appropriations 
Bill.  Now,  when  the  Department  of  State  hires  contract  guards 
instead  —  the  full  cost  of  these  employees,  including  salaries 
has  to  be  borne  by  the  Department  of  State.  So,  the  Marine 
Corps  gets  back  its  Marine  and  the  State  Department  hires  a 
replacement.  So  bv  mv  calculation,  the  Federal  Government  enda 
up  oavino  for  two  people  instead  of  one.  Please  explain  to  me 
how  this  effort  to  “reinvent  government"  saves  money?  Does  it 
even  make  sense?  —  Except  for  that  Sgt.  Lonetree  incident  — 

I  was  always  under  the  impression  that  Marine  Guards  do  a 
pretty  good  job  protecting  embassies. 


AnAKfil.: 


Marine  Security  Guards  (MSGs)  provide  excellent  security 
services  at  designated  U.S.  diplomatic  and  consular  facilities 
to  prevent  the  compromise  of  classified  material  and  equipment 
and  to  provide  protection  for  U.S.  citizens  and  U.S.  Government 
property.  At  11  lovrer-threat  posts  the  Department  of  State  is 
currently  eliminating  MSG  detachments,  in  accordance  with  the 
Vice  President's  National  Performance  Review. 

Prior  to  a  detachment  deactivation,  a  survey  is  conducted 
to  determine  if  any  additional  physical  and  technical  security 
is  required  in  the  absence  of  Marine  Guards.  In  some  cases 
local  guard  service  augmentation  may  be  required  to  fulfill 
some  of  the  daytime  access  control  responsibilities  formerly 
handled  by  the  Marines.  The  extent  of  this  service  is  limited 
to  business  hours  only,  and  the  cost  is  modest  compared  with 
the  overseas  support  costs  for  24-hour  Marine  Security  Guard 
presence. 

Thus,  deactivations  will  realize  savings  bgth  in  terms  of 
money  and  in  the  number  of  Marine  personnel  required  by  the 
Department.  However,  some  of  the  dollar  and  personnel  savings 
will  be  used  to  meet  new  detachment  requirements  at 
higher-threat  posts,  including  new  posts  in  the  former  Soviet 
Union  and  Asia. 


Question; 


8.  The  budget  requests  $11.2  million  for  American 
cost-of-living  adjustments  assuming  a  1.6  percent  increase  for 
1995.  $8.7  million  is  requested  for  Foreign  Service  National 

wage  increases.  \ 

A.  What  percentage  cost-of-living  increase  for  Foreign 
Nationals  does  the  $8.7  million  represent? 

B.  What  would  be  the  adjustment  for  Foreign  Service 
Nationals  if  they  were  held  to  the  same  1.6  percent 
increase  provided  to  American  employees? 
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Anawar i 

A.  Our  requested  increase  for  anticipated  FY  1995  Foreign 
Service  National  wages  is  based  on  an  estimated  average 
overseas  inflation  rate  of  5  percent,  and  represents  a 
3.8  percent  increase  over  the  estimated  FY  1994  FSN  salary 
base.  Much  of  this  Increase  will  be  used  to  fund  pay 
adjustments  in  high>inf lation  countries.  In  some  instances, 
local  law  mandates  pay  increases  with  which  we  must  comply 
(along  with  all  other  employers). 

B.  Th^  cost-of-living  adjustment  estimated  for  Foreign  Service 
Nationals  is  based  on  the  overseas  inflation  rate  and  is 
consistent  with  the  1.6  percent  to  be, provided  to  American 
employees. 


Question? 

9.  After  the  Asia  Pacific  Economic  Council  (APEC)  meeting  was 
held  in  Seattle,  The  Department  proposed  reprogramming  $2.3 
million  to  reimburse  the  City  of  Seattle  which  hosted  the  event. 

Are  you  planning  to  reprogram  funds  for  Miami  for 

hosting  the  Latin  American  Summit  this  summer. 

Answer !  In  FY  1994  the  Department  reprogrammed  $2.3  million 
out  of  the  Diplomatic  and  Consular  Program  appropriations  to 
cover  the  Department's  share  of  host  country  costs  in  support 
of  the  APEC  Ministerial  in  Seattle.  The  Department's  costs 
included  the  cost  of  conference  rooms,  communications, 
printing,  supplies,  ground  transportation  and  other  costs 
related  to  this  event.  Since  there  are  no  costs  associated 
with  the  Summit  of  Americas  in  our  FY  1995  Appropriations 
request,  the  Department  would  have  to  reprogram  funds  to 
support  this  event. 


Question; 

10.  The  President's  list  of  115  program  terminations  includes 
a  $4.3  million  reduction  for  the  Department  of  State's  U.S. 
Bilateral  Science  &  Technology  Agreements.  This  program  funds 
science  agreements  with  Poland,  Hungary,  the  Czech  Republic  and 
Slovakia. 

All  of  those  governments  are  demonstrating  what  they've 
learned  from  all  those  national  endowment  for  democracy  courses 
-  they  are  all  over  congress  lobbying  against  this  program 
termination 

A)  Could  you  provide  the  administration's  rationale  for 
terminating  program? 


B)  This  program  roally  Is  Foreign  Aid  and  I'm  not  sure 
why  it  has  been  In  commerce,  Justice  and  State  bill. 

Is  it  likely  that  these  countries  can  or  will  obtain 
support  for  scientific  programs  through  the  Agency  for 
International  Development  and  the  foreign  operation 
appropriations  bill? 

Answer: 

The  science  and  technology  (S&T)  agreements  were 
established  to  access  world-class  scientists  and  unique  R&D 
assets  in  these  countries,  and  to  develop  cooperation  of  mutual 
benefit.  At  the  same  time,  they  helped  to  encourage  the 
adoption  of  more  democratic  approaches  to  developing  and 
iunding  research.  Since  their  inception,  the  S&T  programs  have 
been  supported  by  "joint  funds,"  e.g.,  U.S.  annual  funding  has 
been  matched  by  each  country  with  an  equivalent  amount  of 
national  currency. 

S&T  cooperation  with  Central  and  Eastern  Europe  has  had  an 
impressive  history  of  success  which  speaks  forcefully  for  its 
continuance.  Although  resource  constraints  resulted  in 
elimination  of  these  programs  as  a  separate  line  item  from  the 
FY  1995  State  Department  budget,  we  still  plan  to  fund  S&T 
programs.  For  FY  1995,  we  will  draw  on  the  SEED  budget  for 
that  purpose  and  are  working  to  assure  S&T  programs  support 
SEED  objectives,  i.e.,  are  consistent  with  the  transitional 
nature  of  SEED  assistance  and  promote  political  and  economic 
reform  in  these  nations,  while  helping  strengthen  their 
scientific  and  technological  capabilities. 


Queation: 

11.  The  Administration  recently  issued  a  new  policy  on 
international  peacekeeping  balled  "FDD  13"  (sic).  It 
recommended  sharing  peacekeeping  funding  between  the  Department 
of  Defense  and  the  Commerce,  Justice  and  State  bill.‘ 

—  Could  you  please  elaborate  on  this  policy  and  the 
distinction  between  Chapter  Vl  and  Chapter  VII  missions? 

—  What  is  the  Administration's  gameplan  to  ensure  that 
these  funds  are  authorized  and  appropriated  in  the\FY1995 
Defense  budget  cycle? 


Responalblllty  for  pescekeoping  is  shared  by  the  Department 
of  State  and  the  Department  of  Defense.  The  Presidential 
Decision  Directive  "U.S.  Policy  on  Reforming  Multilateral  Peace 
Operations  (PDD-25)  states  that,  unless  the  President 
determines  otherwise.  State  will  have  lead  oversight  and 
management  responsibilities  for  traditional  (Chapter  VI) 
peacekeeping  operations  involving  the  consent  of  the  local 
parties  and  no  U.S.  combat  units;  and  DoD  would  fund  and  have 
lead  oversight  responsibilities  for  all  peace  enforcement 
operations  (Chapter  vil),  and  for  those  traditional  (Chapter 
VX)  operations  with  U.S.  combat  units. 

In  all  operations.  State  will  remain  responsible  for 
foreign  policy,  the  conduct  of  diplomacy,  and  for  instructing 
embassies  and  our  Mission  to  the  UN.  DoD  will  be  responsible 
for  military  assessments  and  the  NSC  will  facilitate 
interagency  coordination. 

Traditional  peacekeeping  operations  involve  the  deployment 
of  neutral  military  and/or  civilian  petsonnel  with  the  consent 
of  the  state  or  states  involved,  and  more  recently,  of  all 
significant  parties  to  the  dispute  in  order  to  assist  in 
preserving  or  maintaining  the  peace.  These  operations  are 
often  referred  to  as  operations  under  Chapter  VI  of  the  uN 
Charter,  which  deals  with  the  pacific  settlement  of  disputes. 
“Chapter  VII“  operations  refer  to  actions  involving  the  use  of 
force  or  the  threat  of  the  use  of  force,  authorized  by  the 
United  Nations  Security  Council  under  Chapter  VII  of  the  UN 
Charter,  to  preserve,  maintain  or  restore  international  and 
security  or  to  address  breaches  of  the  peace  or  acts  of 
aggression.  Such  operations  do  not  require,  but  may  also 
involve,  the  consent  of  the  parties  involved.  The  inherent 


right  of  UN  forces  to  self-defense  applies  to  both  "Chapter  vi" 
and  "Chapter  Vli"  operations. 

The  Department  of  Defense  Included  $300  million  dollars  In 
its  FY1995  budget  request  to  fund  its  share  of  U.S. 
peacekeeping  assessments  under  the  "shared  responsibility" 
formula.  The  Administration  is  working  with  Congress  now  on 
legislation  to  create  an  account  within  DoD«  equivalent  to 
State's  Contributions  for  International  Peacekeeping  Activities 
(CIPA)  account,  from  which  to  pay  these  assessments. 

Question: 

12.  Last  week  Madeleine  Albright  called  me  to  advocate  a  UN 
peacekeeping  mission  for  the  Caucasus  nation  of  Georgia.  My 
staff  tells  roe  that  this  will  add  another  $80  million  or  so  to 
the  $1  billion  we  already  owe.  But,  it  seems  to  me  this 
peacekeeping  mission  may  actually  have  something  to  do  with 
U.S.  strategic  interests. 

a)  Could  you  describe  the  effort  that  is  being  contemplated? 
How  many  peacekeepers  are  needed  and  what's  the  cost? 

b>  Would  this  keep  Russian  troops  out  of  Georgia,  or  would 
they  be  part  of  the  United  Nations'  force? 

c)  How  many  other  former  Soviet  Republics  do  you  anticipate 
requesting  UN  peacekeeping  forces? 

AOfijaEfiX: 

We  agree  that  a  U.N.  peacekeeping  operation  (PKO)  in 
Abkhazia,  Georgia,  under  the  proper  conditions  and  if  properly 
constituted,  would  be  in  accord  with  our  strategic  interest  in 
preventing  further  destabilization  of  the  Shevardnadze 
government,  and  demonstrating  international  commitment  to 
resolving  conflicts  in  the  former  Soviet  Union. 

a)  The  parties  requested  that  a  UN  PKO  have  among  its 
functions  monitoring  compliance  with  a  ceasefire  agreement  and 
helping  to  facilitate  the  return  of  refqgees.  A  need  for  2,000 
to  2,500  UN  peacekeepers  has  been  suggested. 


In  a  May  3  report  to  the  UN  Security  Council,  the  UN 
Secretary  General  stated  that  due  to  the  failure  of  the 
Georgian  and  Abkhaz  parties  to  agree  upon  a  mandate  and  area 
for  deployment  for  a  UN  PKO,  he  was  unable  to  recommend  that 
UNSC  authorize  such  a  deployment  at  this  time.  Until  there  is 
agreement  on  the  size  and  mandate  of  the  force  it  will  be  very 
difficult  to  provide  a  reliable  cost  estimate.^  For  initial 
budget  projections  we  used  a  first  year  estimate  of  $90  million 
for  the  U.S.  assessment  for  the  operation. 

b)  We  would  not  oppose  Russian  participation  in  a  UN 
peacekeeping  operation.  However,  Russians  should  constitute  a 
minority  of  the  force  and  the  operation's  commander  should  not 
be  Russian.  The  Russians  already  have  troops  permanently  based 
in  Georgia  with  the  agreement  of  the  Georgian  government. 

On  April  15,  leaders  of  the  Commonwealth  of  Independent 
States  (CIS)  declared  that  in  the  absence  of  urgent  deployment 
of  a  UN  PKO,  the  CIS  was  prepared  to  deploy  peacekeepers.  We 
believe  the  issue  is  best  dealt  with  by  the  UN,  and  have  been 
urging  all  interested  parties  to  work  to  create  the  conditions 
necessary  to  deploy  a  UN  PKO. 

c)  While  there  have  been  some  suggestions  that  UN  peacekeepers 
could  be  appropriate  in  other  regions  of  the  former  Soviet 
Union,  there  have  been  no  formal  requests  by  any  other  Newly 
Independent  State  for  a  UN  PKO,  nor  are  there  plans  for  any  to 
be  deployed. 


Passport  Fees 


Oueation: 

13.  What  would  you  think  of  instituting  a  surcharge  on 
same  day  passport  service  .and  let  your  Consular  Affairs 
Bureau  retain  the  proceeds? 
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Anawer! 

This  Idea  has  surfaced  several  times  over  the  years, 
most  recently  as  a  staff-generated  "streamlining” 
measure.  Our  niost  recent  fee  study  conducted  by  outside 
experts  suggested  this  as  one  of  several  areas  where  we 
could  consider  charging  a  fee  for  services  that  we 
currently  provide  at  no  extra  charge  to  the  customer. 

Such  a  surcharge  would  be  beneficial  to  the  Department 
only  if  we  were  able  to  retain  the  revenues  to  further 
improve  our  consular  services  to  the  American  public,  and 
if  the  funds  may  be  deposited  as  offsetting  collections  to 
our  appropriations. 

At  present,  those  passport  applicants  who  can  document 
that  they  must  travel  urgently  can  receive  passports  on  an 
expedited  basis,  while  no  guarantee  exists  that  we  can 
issue  a  passport  the  same  day,  we  make  every  effort  to  do 
so.  Obviously,  this  involves  additional  cost  in  terms  of 
labor  and  detracts  from  the  time  available  to  serve  all 
other  applicants.  Given  that  not  all  applicants,  but  only 
those  with  a  clearly  documented  need  for  expedited 
service,  would  be  eligible  for  expedited  service  and 
required  to  pay  the  surcharge,  we  feel  such  a  charge  would 
be  equitable  and  would  make  good  government  sense  in 
permitting  our  Bureau  of  Consular  Affairs  and  Passport 
Office  to  provide  better  public  service. 


CONSOLIDATION  OF  INTERNATIONAL  BROADCASTING 

Question.  The  recently  submitted  supplemental 
proposed  rescinding  $180  million  from  the  Israeli 
shortwave  transmitter  facility.  I  understand  that 
Israeli  environmental  groups  oppose  this  facility,  but, 
Mr.  Secretary,  do  we  know  what  the  position  of  the 
Israeli  Government  is  on  this  issue? 

Answer.  We  have  raised  this  issue  with  the 
Government  of  Israel,  and  this  plan  is  acceptable  to  it. 
Prime  Minister  Rabin  had  said  he  would  support  whatever 
decision  the  Administration  took  on  the  transmitter 
project . 


RUSSIAN  AID 


Question.  At  the  Tokyo  Summit/  the  Administration 
announced  an  additional  $1.8  billion  in  foreign 
assistance  to  Russia  without  detailing  where  those  funds 
would  come  from.  There  have  been  recent  suggestions  that 
this  aid  could  be  partially  funded  by  cutting  assistance 
to  Israel  and  Egypt.  Do  you  have  any  intention  of 
recommending  a  cut  in  assistance  to  the  Camp  David 
countries?  Given  the  current  progress  in  the  peace  talks 
what  would  be  the  impact  of  such  a  proposal? 

Answer.  The  President's  FY  94  budget  maintains 
current  aid  levels  to  Israel  and  Egypt.  The  President 
has  also  made  it  clear  that  we  will  make  our  best  efforts 
to  maintain  those  levels  in  the  years  beyond. 

Question.  I  understand  that  you  have  decided  that 
the  State  Department's  orientation  needs  to  be  changed  to 
assist  U.S.  industry.  I  support  that.  But/  what  exactly 
do  you  intend  to  have  state  officials  do  that  is 
different  from  what  the  commerce  service  does? 

Answer.  I  attach  the  highest  priority  to  assisting 
US  business  in  the  international  market  place.  As  soon 
as  legislation  permits/  the  Under  Secretary  for  Economic 
and  Agricultural  Affairs  will  be  designated  Under 
Secretary  for  Economic/  Business  and  Agricultural 
Affairs/  to  reflect  a  very  real  change  in  emphasis  and 
scope.  Under  Secretary  Spero  will  play  an  active  role  in 
coordinating  the  Department's  economic  and  business 
activities . 

The  Bureau  of  Economic  and  Business  Affairs  will  be 
strengthened  by  the  creation  of  a  new  Office  of  Business 
Facilitation  designed  to  provide  easier  access  by 
businessmen  who  need  help  and  information  about 
international  opportunities.  This  office  will  interface 
not  only  with  other  parts  of  the  Bureau/  but  with  all 
elements  of  the  Department,  including  the  regional  and 
functional  bureaus  to  insure  that  business  interests  are 
promptly  and  effectively  served.  The  new  office  will 
also  work  closely  with  Commerce  and  other  agencies  to 
coordinate  and  harmonize  government  export  promotion 
services . 

Overseas,  I  expect  all  our  Ambassadors • to  assume 
personal  leadership  of  our  commercial  programs,  whether 
these  programs  are  handled  by  the  US  &  Foreign  Commercial 
Service,  the  Foreign  Agriculture  Service  or  State 
Department  officers.  I  haye  just  sent  a  cable  to  all 
ambassadors  reiterating  the  key  role  each  of  them  plays 
in  spear-heading  our  export  promotion  efforts. 

Question.  Are  you  talking  about  the  Commerce 
officers  playing  a  closer  role  in  staffing  ambassadors  or 
are  you  talking  about  creating  a  cadre  of  state  officers 
to  do  export  promotion?  How  do  you  intend  to  keep 
M'dundancy  and  duplication  from  occurring? 

Answer.  In  carrying  out  these  responsibilities,  we 
are  mindful  of  the  need  to  avoid  redundancy  and  wasteful 
duplication  of  effort  with  other  agencies,  moat  notably 
Commerce.  We  coordinate  very  closely  on  a  daily  basis 
with  US&FCS. 

Commerce  takes  the  lead  in  trade  promotion  in  68 
countries  where  our  major  markets  are  concentrated.  This 


Iv^flives  96  countries  where  State  officers  have  primary 
responsibility  for  our  trade  promotion  programs.  We 
train  our  officers  to  carry  out  this  responsibli ty .  In 
all  posts  we  expect  the  Ambassador  to  exert  personal 
leadership  and  utilize  resources  of  the  entire  mission  to 
advance  our  commercial  interests. 

In  short,  there  is  no  duplication  of  effort.  State 
and  Commerce  activities  are  complementary,  mutually 
reinforcing  each  other  to  accomplish  a  shared  objective; 
the  best  service  possible  to  the  US  business  community. 

INFORMATION  SYSTEM  MODERNIZATION 

Question.  Provide  an  explanation  of  the  Department's 
computer  system  modernization  or  "Open  Systems"  plan. 

How  will  the  $10  million  be  spent  in  FY1994.  How  much 
was  allocated  in  previous  years?  what  is  the  five  year 
plan?  Please  be  specific.  Provide  milestones  and 
modernization  plans  by  post,  if  possible. 

Answer.  Aging  computer  systems  endanger  our  ability 
to  carry  out  the  State  Department's  diplomatic,  consular, 
and  resource  management  mission*  The  Department  has 
systems  that  are  now  obsolete,  costly  to  maintain,  and 
unable  to  meet  legal/program  requirements  as  documented 
in  numerous  OIG,  GAO,  GSA,  and  FMFIA  reports. 


QUESTIONS  SUBMITTED  BY  SENATOR  FRANK  R.  LAUTENBERG 


Quest ion; 

25.  I  am  concerned  that  the  United  States  will  not  be  fairly 
compensated  for  the  value  of  the  military  infrastructure  we 
turn  over  to  our  NATO  allies  as  we  withdraw  from  Europe.  As 
you  know,  through  so-called  residual  value  agreements,  many  of 
the  allies  have  agreed  to  compensate  America  for  our 
significant  investment  in  their  military  infrastructure. 
However,  they  don't  appear -to  be  in  any  hurry  to  pay  us. 

Although  our  drawdown  has  been  rapid,  we've  recouped  only  $33 
million  in  cash  so  far  from  the  Europeans.  Most  of  that  was  in 
1989.  Although  we  have  already  withdrawn  from  over  60%  of  the 
sites  slated  for  closure  in  Germany,  the  German  Government  has 
only  budgeted  $25  million  this  year  to  compensate  us. 
Nonetheless,  I  understand  the  value  of  the  facilities  we  have 
turned  over  has  been  estimated  at  $2.7  billion. 

*  By  what  date  does  the  United  States  expect  to  recoup  these 
funds? 

*  Although  the  Admin  at  ion  has  the  authority  to  collect 
in-kind  contributions  the  Congress  agrees,  I  believe  the 
starting  point  for  our  negotiators  should  be  to  seek 
compensation  in  cash.  Do  you  agree? 

*  Don't  you  think  we  should  only  seek  in-kind  contributions  as 
a  last  resort? 

*  Do  you  agree  that  whatever  we  recoup  from  the  German 
government  and  other  allies  should  be  used  to  pay  for  a  portion 
of  the  Administration's  budget  request? 


Anawart 


Resolving  the  residual  value  issue  is  a  high  priority  for 
this  Adninistration.  My  staff  is  working  closely  with  the 
Defense  Departmentf  which  has  the  lead  in  residual  value 
negotiations,  to  obtain  the  maximum  compensation  possible  from 
our  Allies  for  the  military  facilities  we  return  to  them. 

In  Germany,  where  the  bulk  of  our  military  presence  Is 
located.  Ambassador  Holbrooke  and  senior  U.S.  military  leaders 
are  engaging  the  German  government  at  high  levels  to  move  the 
residual  value  negotiations  forward.  The  Germans  recognize 
that  they  have  a  legal  obligation  to  reimburse  us.  As  you  may 
be  aware,  however,  the  Germans  assess  the  residual  value  of 
returned  U.S.  military  facilities  differently  than  we  do. 

Nonetheless,  despite  serious  German  budget  constraints 
stemming  from  the  obligations  of  German  unification,  we  have 
achieved  measurable  progress.  In  1993  the  FRG  agreed  to  fund 
over  $135  million  in  construction  and  upgrades  at  U.S.  military 
facilities  in  Germany  as  a  credit  against  future  residual  value 
obligations.  Earlier  this  year,  Germany  agreed  to  a  residual 
value  settlement  of  $62  million  which  will  be  used  to  relocate 
a  large  portion  of  our  Air  Force  operations  from  Rhein -Main 
Airbase  to  Ramstein  Airbase. 

We  are  working  tp  obtain  maximum  compensation  from  the 
German  government,  but  I  cannot  give  you  a  specific  date  by 
which  we  expect  to  have  fully  recouped  any  residual  value.  I 
agree  that  our  starting  point  should  be  to  seek  compensation  in 
cash,  but  given  financial  realities,  a  significant  portio/i  of 
our  compensation  will  likely  consist  of  payment-in-kind 
reimbursements.  The  question  of  how  such  reimbursements  will 
be  used  is  one  which  the  Defense  Department  will  have  to 
address  at  the  appropriate  time. 
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L€t  me  reassure  you  that  this  is  a  high  priority  for  us 
and  *#e  will  continue  our  efforts  to  negotiate  a  fair  settlement 
of  our  residual  value  claims. 

Ouflation: 

26.  I  am  concerned  about  reports  that  Jordan  is  helping 
Hamas r  which  has  recently  unleashed  a  brutal  wave  of  terror  in 
Israel. 

Does  the  Jordanian  government  allow  Hamas  to  operate  out 
of  Jordan? 

How  has  the  State  Department  addressed  this  issue? 

Are  you  satisfied  that  FLO  leader  Arafat  has  adequately 
condemned  Hamas'  recent  violent  attacks  on  innocent  Jewish  and 
Arab  civilians? 

Answer : 

Jordan  does  not  assist  Hamas  in  terrorist  operations  in 
Israel.  King  Hussein  shares  our  abhorrence  of  terrorism  and 
has  a  solid  record  of  opposing  terrorist  operations  aimed  at 
Jordan  and  other  countries.  Including  Israel.  For  example, 
Jordan  has  a  very  fine  record  of  preventing  cross-border 
infiltrations . 

Hamas  has  an  office  in  Jordan  but  it  is  little  more  than  a 
mouthpiece  for  the  organization  in  the  Occupied  Territories. 

The  King  recently  responded  to  statements  by  a  Hamas 
spokesperson  in  Amman  which  claimed  responsibility  for  the 
Afula  and  Hadera  bombings.  On  April  17  the  King  publicized 
his  intention  to  hold  Hamas  accountable  for  its  activities  in 
Jordan. 

In  a  letter  to  President  Clinton,  Nr.  Arafat  expressed  his 
regret  over  and  strong  rejection  of  the  "despicable  act" 
committed  by  Hamas  at  Afula.  He  addressed  the  Afula  attack 
and  the  subsequent  Hamas  attack  at  Hadera  before  the  European 
Parliament  April  13,  saying  such  attacks  target  only  "innocent 
Israelis"  and  that  the  attacks  "strike  at  the  heart  of  the 
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peace  process."  These  statements  do  not  go  far  enough.  We 
continue  to  press  Mr.  Arafat  to  act  swiftly  and  forcefully  to 
denounce  each  act  of  violence  when  it  occurs. 


Oufig-tion: 

27.  I  am  concerned  that  the  Arab  League  boycott  is  still  in 
effect.  Recent  Commerce  Department  statistics  indicate  that 
from  January  to  March  of  1993  the  number  of  prohibited  boycott 
requests  continues  at  a  high  level  (roughly  800  prohibited 
requests  to  companies  operating  in  Arab  League  countries).  In 
light  of  the  fact  that  the  Israeli  government  signed  the 
Declaration  of  Principles  and  the  peace  process  is  well 
underway,  I  had  hoped  that  the  Arab  League  countries  would  lift 
the  boycott. 

I  am  aware  that  the  State  Department  continues  to  raise  the 
boycott  at  every  opportunity.  Unfortunately,  it  doesn't  seem 
to  be  working.  What  further  steps  can  our  government  take  to 
convince  Arab  Countries  to  show  leadership  and  promote  peace  by 
lifting  the  boycott? 


Answer : 

We  believe  our  current  strategy  has  been  effeictive  in 
undermining,  if  not  ending,  the  boycott.  Kuwait  has  renounced 
the  secondary  and  tertiary  aspects  of  the  boycott;  other  states 
have  taken  steps  to  weaken  their  enforcement  efforts;  and  lack 
of  a  quorum  has  forced  the  Arab  League's  Central  Boycott  Office 
to  cancel  the  last  two  biannual  meetings  of  its  technical 
convnittee  —  meetings  called  to  consider  adding  firms  to  the 
blacklist.  Meanwhile,  Palestinians  and  other  Arabs  are 
discussing  direct  economic  links  with  Israel. 


In  addition  to  continuing  to  raise  the  boycott  directly 
with  boycotting  states,  we  plan  to  step  up  our  campaign  to 
enlist  our  major  trading  partners  and  the  officials  of  such  key 
organizations  as  the  Arab  League  and  the  Gulf  Cooperation 
Council  in  our  antiboycott  efforts.  We  anticipate  making 
further  headway  against  the  boycott  in  the  coming  months. 


Question 

I  understand  some  thought  is  being  given  to  a  limited 
sanction  approach  that  would  revoke  MFN  from  products 


manufactured  in  the  8tate\8ector .  How  much  —  in  dollar  terms 
—  does  the  U.S.  import  annually  from  the  state  sector  in  China? 

Answer 

We  have  no  statistics  broken  down  by  state  vs.  non-state 
imports  from  China,  furthermore,  the  Chinese  government  does 
not  keep  such  statistics.  We  believe  any  estimate  would  be 
very  suspect  because  of  the  shifting  nature  of  the  State 
sector,  the  problem  in  defining  a  state  owned  enterprise,  and 
the  poor  quality  of  statistics  in  China. 

However,  having  said  that,  to  the  best  of  our  knowledge, 
about  10  pet  of  U.S.  imports  from  China  are  from  State-owned 
enterprises.  This  would  put  the  figure  at  approximately 
$1  billion  in  1993. 


QUESTION  SUBMITTED  BY  SENATOR  JIM  SASSER 

flu.ea.ti.flQ : 

Perhaps  you  could  update  the  Committee  on  U.S.  and 
international  assistance  to  the  South  African  Election 
Commission? 

Answer : 


The  United  States  was  the  largest  donor  in  support  of  South 
Africa's  first  universal  suffrage  elections.  In  the  past  two 
years  we  provided  over  $35  million  to  support  voter  education, 
election  monitoring,  training  for  political  parties,  and 
conflict  resolution/mediation.  These  activities,  implemented 
through  a  variety  of  American  and  South  African  NGO's,  were 
instrumental  in  helping  prepare  newly  enfranchised  voters  — 
many  of  whom  are  illiterate  —  to  participate  in  the  election 
process . 

In  addition,  the  United  States  provided  $3  million  to  the 
Independent  Electoral  Commission  (lEC)  to  assist  in  its 


preparation  for  the  elections.  Those  funds  went  for  a  variety 
of  tasksr  including  voter  education,  monitor  training  and 
operational  expenses.  Several  other  donor  countries  provided 
support  to  the  lEC. 


QUESTIONS  SUBMITTED  BY  SENATOR  PETE  V.  DOMENICI 


Quea.tlQJ[i: 

14.  Last  year  the  subcommittee  provided  the  request  of 
$2  million  to  the  International  Boundary  and  Water  CotiYnission 
to  continue  work  to  stabilize  the  Rio  Grande  Channel  between 
American  0am  in  El  Paso,  Texas,  and  Caballo  Dam  in  New  Mexico. 
Erosion  threatens  the  structural  integrity  of  bridges, 
agricultural  siphons,  and  diversion  dams  in  the  valley  and  this 
project  is  designed  to  prevent  further  damage  in  the  area. 

Mr.  Secretary,  I  know  this  is  important  to  residents  of  the 
Rio  Grande  Valley  in  New  Mexico,  and  I'm  pleased  to  see  that 
the  Department  is  continuing  to  support  this  project.  You  can 
count  on  my  support  in  that  effort  as  well. 

1.  What  is  this  year's  request? 

2.  What  is  the  multi-year  plan  for  stabilizing  the  channel 
and  what  will  the  cost  be? 


Answer ; 

A  total  of  $2,100,000  has  been  requested  for  the  Rio  Grande 
Canalization  project  in  FY  1995  ($2,000,000  in  new  budget 
authority  and  $100,000  in  carryover  balances). 


Currently,  the  Commission  is  studying  the  best  way  to 
stabilize  the  channel  and  make  needed  repairs  to  the  various 
bridges,  siphons  and  dams  along  this  portion  of  the  Rio 
Grande.  This  study,  which  is  being  conducted  by  the  Corps  of 
Engineers,  will  be  completed  next  January  with  actual 
construction  starting  soon  thereafter.  The  entire  project  is 
scheduled  to  be  completed  by  1997  at  a  cost  of  around 
$10.5  million. 


QuestionL 

15.  I  understand  the  State  Department  and  the  Intelligence 
Community  have  reached  a  new  agreeement  on  a  method  to  complete 
the  unfinished  embassy  in  Moscow. 

1.  Is  that  true? 


706 


2.  Without  comproni8in9  security,  can  you  give  us  a  general 
idea  of  the  proposed  solution?  Does  it  involve  construction  of 
a  new  building  or  completion  of  the  existing  building? 

3.  What  will  be  the  cost  of  this  option?  Is  the  $240 
million  in  unobligated  balances  that  have  been  dedicated  for 
this  purpose  sufficient  to  complete  the  building? 

4.  By  agreeing  to  allow  the  Russians  to  occupy  their  new 
embassy  building  in  Washington,  haven't  we  lost  leverage  with 
them  in  terms  of  obtaining  their  agreement  for  any  action  we 
may  propose  to  take  to  finish  our  own  embassy  building  in 
Moscow? 


Answer! 

The  Administration  has  reached  consensus  on  our  office 
facility  requirements  in  Moscow  following  extensive 
inter-agency  consultations  on  this  matter.  The  conclusion  is 
that  these  requirements  can  best  be  met  within  current 
available  funding  by  removing  the  top  floors  of  the  uncompleted 
New  Office  Building  and  replacing  them  with  new  floors  to 
provide  fully  secure  space,  and  finishing  the  rest  of  the 
building  for  unclassified  operations.  The  work  will  be  done  by 
cleared  American  workers  and  provide  sufficient  secure  office 
space,  with  the  balance  of  the  building  being  separated  by  a 
secure  transition  area  so  that  it  can  safely  be  used  for 
unclassified  operations.  It  will  be  as  if  we  had  two  separate 
buildings,  one  on  top  of  the  other. 


Regarding  the  building  process,  I  can  assure  you  that  the 
Department  has  not  lost  leverage  with  the  Russians  because  of 
Congressional  actions  sponsored  by  the  Bush  Administration  to 
authorize  the  Russians  to  occupy  their  embassy  in  Washington  at 
Mt.  Alto.  At  that  time  the  United  States  determined  that 
specific  steps  outlined  in  a  June  1992  summit  agreerrent  were  of 
great  benefit  to  present  and  future  State  Department  building 
projects  in  Moscow.  These  measures  included:  negotitition  of  an 
irrevocable  conditions  of  construction  agreement  related  to  the 
need  for  a  new  chancery  in  Moscow;  acquisition  of  property 
linking  our  old  office  building  in  Moscow  with  the  new 
compound;  resolution  of  all  claims  generated  in  construction  of 


706 


the  NOB;  and  execution  of  a  99  year  lease  on  the  old  embassy 
building  initially  at  favorable  fixed  rate  terms. 


Funding  for  International  Organizat ious 


QUfigtion: 

16.  In  fiscal  year  1994,  Congress  provided  $860.9  n.Mlion  for 
assessed  contributions  for  international  organizations, 
including  the  United  Nations.  This  fully  covered  expected 
assessments  for  1994. 

Due  to  exchange  rate  gains,  apparently  only  $838.3  million 
will  be  needed  to  meet  assessed  contributions  in  1994.  That 
leaves  $22.6  million  in  the  account,  which  the  budget  now 
states  will  be  used  for  arrearage  payments  in  1994. 

Given  likely  budget  constraints  in  fiscal  year  1995, 
wouldn't  these  funds  be  better  used  as  a  "down  payment"  on  the 
1995  budget  request  of  $913.9  million? 


Answer  ? 

The  $22.6  million  is  the  fourth  installment  of  a  multi-year 
payment  plan.  In  putting  the  FY  1995  budget  together,  we  took 
these  funds  into  account  and  reduced  the  balance  of  future 
appropriations  needed  to  comply  with  the  President’s  plan  to 
pay  U.S.  arrears  to  international  organizations. 


Question: 

17.  The  Bureau  of  Political-Military  Affairs  is  involved  in 
arms  control  negotiations,  among  other  things.  The  request  for 
the  Bureau  is  $25.2  Million,  and  the  budget  justification 
states,  •'The  Bureau  leads  the  Department's  efforts  in  the 
implementation  of  existing  arms  control  agreements...  (and)  The 
Bureau  is  currently  negotiating  with  the  Former  Soviet  Union 
States'*  regarding  several  treaties. 

This  Subcommittee  also  provides  $53.5  Million  in  funding 
for  the  Arms  Control  and  Disarmament  Agency  (ACDA) . 

The  President  and  Vice-President  have  urged  us  to  look  at 
"Reinventing  Government". 

Last  Year  you  stated  you  would  be  looking  at  the 
possibility  of  combining  ACDA  with  the  State  Department. 

(1)  Why  did  the  Administration  decide  not  to  pursue  this 
consolidation? 

(2)  Do  the  State  Department  and  the  Arms  Control  and 
Disarmament  Agency  have  duplicate  roles  in  the  negotiation  of 
international  arms  control  agreements?  If  not,  what  are  their 
respective  roles? 
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<3)  Couldn't  cartaln  efficiencies  be  realized  from  such  a 
consolidation?  Couldn't  arms  control  policy  be  better 
coordinated  with  such  a  consolidation? 

(4)  Could  you  examine  thif>  issue,  and  report  to  the 
Subcommittee  on  the  respective  coles  of  ACDA  and  the 
Political-Military  Affairs  Bureau,  and  on  the  merits  of 
consolidating  ACDA  within  the  State  Department? 


Answer ; 

As  noted,  early  in  the  Administration  we  looked  carefully 
at  whether  to  merge  ACDA  into  the  State  Department.  Some 
transition  studies  considered  this  as  a  possible  cost-effective 
approach  in  the  post  cold-war  world.  Other  studies,  including 
one  by  the  State  Department  Inspector  General,  recommended 
retaining  and  strengthening  ACDA.  We  also  conducted  an 
in-house  study.  After  weighing  all  relevant  factors,  I 
concluded  and  recommended  to  the  President  that  ACDA  be 
retained  and  revitalized.  The  President  concurred,  and  his 
decision  that  ACDA  should  play  an  active  role  in  meeting  the 
challenges  of  this  new  era  received  strong  support  in  the 
Congress. 

The  arms  control  and  nonproliferation  agenda  is 
sufficiently  broad  and  challenging  that  there  is  a  need  for  the 
separate  perspectives  of  ACDA  and  State.  A  separate  ACDA  is 
making  a  valuable  and  unique  contribution,  as  the  arms  control 
advocate  in  the  Administration,  to  the  policy-making  process  on 
arms  control  and  nonproliferation.  The  State  Department,  with 
overall  responsibility  for  conducting  foreign  policy  and 
managing  bilateral  and  multilateral  relations  with  other 
countries,  must  examine  arms  control  in  the  context  of  our 
overall  foreign  policy  and  national  security  goals.  I  would 
note  that  the  DOD,  JCS,  and  Intelligence  Communities  are  major 
players  as  well.  I  find  the  benefits  of  these  separate 
perspectives  serve  me  and  the  President  well  and  outweigh  any 
cost  savings  that  might  be  realized  from  consolidation  of  State 
and  ACDA.  Regarding  the  latter,  I  would  point  out  that  a 


Congressional  Research  Study  concluded  that  merging  ACDA  into 
State  would  not  result  in  any  net  savings. 


The  differing  roles  of  State  and  ACDA  are  also  reflected 
in  the  leadership  of  negotiating  teams.  When  major 
negotiations  arise,  ACDA  generally  takes  the  lead  on  arms 
control.  ACDA  also  takes  the  lead  in  implementing  arms  control 
agreements  once  they  have  been  concluded.  On  nonproliferation 
negotiations,  the  President  will  make  decisions  in  individual 
cases  based  on  the  specific  circumstances  of  each  negotiation. 

The  goal  is  for  each  negotiation  to  be  led  by  the  agency  that 
is  the  best  match  in  terms  of  U.S.  objectives  in  that  negotiation. 


FOREIGN  BUILDINGS  ACCOUNT  —  OTTAWA 


CLU.g.gjti9Ji: 

18.  Within  the  Foreign  Buildings  account,  you  are  requesting  a 
total  increase  of  $22  million,  from  $400  million  to  $422 
million.  This  funding  would  include  $49.2  million  for  a  new\^^ 
American  Embassy  in  Canada.  This  would  supplement  $23.3 
million  in  unobligated  balances  for  a  total  project  cost  of 
$72.5  million. 

Plans  for  new  Embassy  in  Ottawa  have  been  under 
consideration  for  almost  ten  years.  What  is  the  urgency  of 
this  project  at  the  current  time? 

Anawfigg 

Our  current  Chancery  in  Ottawa  is  overcrowded;  it  is  too 
small  to  accommodate  embassy  operations,  forcing  significant 
activities  to  be  housed  in  six  leased  annexes  off  the  compound, 
at  a  cost  of  $289,000  per  year.  This  arrangement  impedes  post 
communication  among  staff  and  hampers  effective  operations.  In 
addition,  the  current  Chancery  does  not  meet  minimum  security 
standards;  the  building  lacks  a  fire  sprinkler  system  and 
adequate  emergency  egress;  and  it  has  an  asbestos  problem. 
Finally,  it  is  located  on  a  Parliament  site  that  the  Canadian 
government  requires  for  completion  of  its  Master  Plan  for  the 
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In  1992  the  Congress  correctly  questioned  the  edvlsabillty 
of  our  plans  to  renovi^te  the  existing  chancery  at  considerable 
cost  without  inproving  the  security  situation,  and  without 
significantly  addressing  the  fire  and  life  safety  issues 
resulting  from  the  severe  overcrowding.  As  a  result,  we 
changed  our  approach  and  now  plan  to  build  a  138,000  gross 
square  foot  office  building  to  consolidate  all  appropriate 
embassy  functions  by  accommodating  approximately  160  desk 
personnel  and  support  functions.  The  building  will  provide  a 
safe,  secure,  and  functional  environment  for  the  conduct  of  our 
foreign  relations  with  Canada,  a  strong  ally  and  important 
trading  partner.  Our  two  governments  recently  concluded 
negotiations  to  exchange  our  current  site  for  one  equally 
prestigious  near  the  Canadian  Parliament. 

We  currently  anticipate  the  coat  of  the  new  chancery  at 
$79.9  million.  The  new  facility  is  currently  under  design. 
Basic  elements  of  the  design  criteria  include  cost, 
maintainability,  use  of  local  materials,  and  a  blending  into 
the  existing  ’'cityscape".  The  design  will  undergo  today's 
rigorous  value  engineering  standards  to  ensure  that  costs  are 
kept  to  what  is  essential  and  appropriate. 

Question: 

19.  The  only  major  program  initiative  in  the  Department  of 
State's  operational  budgets  for  fiscal  year  1995  is  $30  million 
for  enhancements  to  the  information  systems  infrastructure  of 
the  Department. 

1.  Can  you  explain  the  elements  of  this  request,  and  the 
reason  it  is  needed? 

2.  If  Congress  is  unable  to  provide  this  funding,  what  impact 
will  it  have  on  Department  of  State  operations? 

Answer : 

Of  the  $30  million  requested,  the  Department  requires 


$25  million  for  Information  Systems  Modernization  because 
approximately  60  percent  of  our  systems  are  obsolete,  are  of 
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proprietary  design,  cannot  be  easily  enhanced,  ace  subject  to 
rising  maintenance  costs  and  are  increasingly  vulnerable  to 
failure.  These  systems  include  everything  from  classified 
information  handling  and  consular  systems  to  administrative 
systems  such  as  financial  and  personnel  support. 


The  program  increase  will  allow  us  to  implement  our  master 
plan  for  information  systems  modernization:  re-engineering  our 
business  processes;  developing  world-wide  E-mail,  capitalizing 
on  OTS  installations;  reducing  vendor  dependence;  standardizing 
data;  using  more  economical  commercial  software;  reducing 
maintenance  costs;  off-loading  work  from  minicomputers  to  the 
desktop;  interconnecting  Department  systems;  and  adding 
functionality  for  users.  In  FY  1995,  the  Department  plans  to 
spend  $15  million  to  replace  hardware  and  install  E-mail  at 
selected  posts  and  $10  million  for  systems  design  and 
re-engineering  of  six  proprietary  systems. 


The  Department  also  has  30,000  lines  of  obsolete  telephone 
equipment  serving  39,000  subscribers  overseas  at  267  posts. 
Telephone  equipment  failures  are  routine  occurrences  and  much  of 
the  equipment  is  up  to  20  years  old.  The  remaining  $5  million 
will  allow  us  to  establish'a  regular  life  cycle  for  replacing 
overseas  telephone  equipment,  reduce  posts'  dependence  on 
telephone  operator  staff  and  reduce  maintenance  costs. 


Question: 


Mr.  Secretary,  State  Department  staffing  at  several  major 
posts,  especially  in  Europe,  seems  to  be  very  heavy  relative  to 
the  existing  web  of  relationships  we  already  have  with  these 
nations.  For  instance,  we  have: 

146  employees  in  Austria,  including  50  Americans  and 
94  Foreign  Nationals; 

257  employees  in  the  United  Kingdom,  including  95  Americans 
and  162  Foreign  Nationals; 

290  employees  in  France,  including  106  Americans  and  184 
Foreign  Nationals; 
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569  employees  in  Germany,  including  203  Americans  and  366 
Foreign  Nationals; 

. . .  and  these  numbers  do  not  Include  employees  of  other 
government  agencies,  such  as  the  Treasury  Department,  the 
Justice  Department,  the  Commerce  Department,  etc. 

1.  Why  is  it  necessary  to  continue  such  a  large  presence 
of  American  State  Department  officials  in  these  nations? 

2.  Are  you  taking  steps  to  rationalize  the  size  of  our 
embas.sies  overseas,  particularly  in  western  Europe? 

Answer: 


1.  It  is  this  very  web  of  existing  relationships, 
including  our  continuing  NATO  committments,  which  has  produced 
this  relatively  heavy  presence  in  western  Europe.  In  addition, 
the  Department  of  State  personnel  provide  support  to  all  of  the 
other  agencies  which  have  large  bilateral  and  regional 
presences  in  posts  such  as  Vienna,  London,  Paris,  and  Bonn. 

In  several  of  the  countries  you  mentioned,  our  posts  also 
provide  support  for  ov:her  posts.  In  Vienna  and  Paris,  we  have 
important  missions  to  international  organizations.  Frankfort, 
Germany  has  long  been  a  regional  hub  for  support  to  African, 
Middle  Eastern,  and  now  the  newly  independent  states  of  the 
ex-USSR. 


2.  With  the  changes  resulting  from  the  post-cold  war  era 
and  the  Administration's  drive  to  reduce  the  size  of  the 
Federal  Government,  our  Ambassadors  abroad,  particularly  in 
western  Europe,  have  been  asked  to  review  staffing.  As  part  of 
the  Department's  streamlining  program,  we  are  redoubling  these 
efforts  through  a  strengthened  program  planning  process.  This 
effort  will  assist  us  in  rationalizing  the  allocation  of 
resources  to  match  new  policies. 


21.  Fron  1993  through  the  end  of  1995,  the  Departnant  of  State 
will  eliminate  1,089  positions  as  part  of  the  effort  to  reduce 
employment  government-wide.  The  1995  share  of  this  reduction 
is  445  positions.  The  Department  is  authorized  to  have 
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approxlvately  20,000  positions  In  1994.  Kov  nany  of  the  total 
positions  in  the  Departsent  are  filled  by  Foreign  Service 
Nationals  at  overseas  posts,  as  opposed  to  civil  Service  or 
Foreign  Service  esployees?  of  the  1,089  positions  being 
reduced  from  1993  through  1995,  how  many  will  be  Foreign 
Nationals,  how  many  civil  service,  and  how  many  will  be  Foreign 
Service? 


Angypg: 

The  Department  will  eliminate  1,049  direct  positions  from 
1993  through  the  end  of  1995.  Of  these  1,049  reductions,  we 
estimate  that  633  will  be  Foreign  National  (FSH)  positions. 

Currently,  the  Department  has  authorized  7,958  direct  FSN 
positions,  5,900  Civil  Service  positions  and  7,705  Foreign 
Service  positions  for  a  total  of  21,563.  Total  State  direct 
positions  will  be  reduced  to  21,178  by  the  end  of  FY-95. 


Question: 

1.  Do  you  support  the  continued  existence  of  the  Bureau  of 
South  Asian  Affairs?  Would  it  make  sense  to  consolidate  the 
bureau  in  the  spirit  of  "Reinventing  Government"? 

AnaKe-t: 

We  reviewed  the  organization  of  the  Department  of  State 
shortly  after  the  Clinton  Administration  came  into  office.  We 
concluded  that  the  Bureau  of  South  Asian  Affairs  should  be 
retained  to  allow  the  U,S.  Government  to  better  focus  its 
efforts  in  a  very  important  region  of  the  world. 

South  Asia  is  a  distinctive  region.  One  quarter  of  the 
world’s  population  lives  there.  More  importantly,  it  presents 
significant  and  unique  challenges  and  opportunities  to  U.S. 
foreign  policy. 

It  is  one  of  the  areas  of  primary  importance  for  our  global 
nonproliferation  objectives  and  is  the  only  place  where  there 
is  a  risk  of  nuclear  exchange  between  two  regional  states. 

South  Asia  also  confronts  threats  posed  by  regional  and  ethnic 


conflict,  poverty,  population  pressure  and  environmental 
>>  degradation,  narcotics,  terrorism,  and  disease. 


y/  South  Asia  is  one  of  the  largest  emerging  markets  and  areas 

for  new  investment  in  the  world.  -  South  Asian  countries  are 

X-  • 

democracies  with  ongoing  free  market  reform  programs.  Our 
shared  perspectives  allow  close  cooperation  in  peacekeeping  and 
V  other  efforts  to  confront  global  problems. 


Ouflationt 

2.  What  is  the  additional  marginal  cost  to  the  Department  of 
maintaining  a  separate  bureau? 

The  yearly  cost  of  maintaining  a  separate  Bureau  of  South 
Asian  Affairs  is  about  $500,000.  This  represents  the  cost  of 
salaries,  travel,  and  telephone  expenses  for  the  nine 
additional  positions  that  were  created  when  the  new  bureau  was 
established.  All  other  expenses  in  Washington  and  overseas 
would  have  been  incurred  in  any  case  if  the  South  Asia  region 
had  continued  to  be  covered  by  the  Bureau  of  Near  East  and 
South  Asian  Affairs. 


QUESTIONS  SUBMITTED  BY  SENATOR  MARK  O,  HATFIELD 


Question: 

24.  The  State  Department's  reorganization  proposal  includes 
plans  to  combine  the  current  Bureau  for  Refugee  programs  with 
population  policy  in  the  New  Bureau  for  Population,  Refugees, 
and  Migration.  During  the  Senate's  recent  consideration  of  the 
State  Department  Authorization  bill,  I  raised  the  concern  that 
our  commitment  to  the  refugee  program  will  be  diminished  by  the 
combination  with  population  at  a  time  when  worldwide  refugee 
crises  are  demanding  renewed  attention  and  focus.  What  do  you 
intend  to  do  to  assure  that  this  does  hot  happen? 


AnfiUfix: 


I  understand  your  concern,  that  putting  refugees  and 
population  together  will  lessen  our  commitment  to  refugees,  but 
let  me  assure  you  that  is  not  the  case.  The  United  States  will 


R  continue  to  be  the  world  leader  in  the  international  effort  to 
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provide  protection  and  assistance  to  refugees.  We  will 
continue  to  be  the  number  one  donor  nation  to  international 
refugee  organisations,  and  we  will  work  to  address  the 
underlying  political  causes  to  allow  refugees  to  return  home  in 
safety  and  dignity  whenever  possible. 

Under  the  Department's  reorganization  plan,  the  Secretary 
Intends  to  create  a  new  Bureau  of  Population,  Refugees,  and 
Migration  (PRM)  headed  by  an  Assistant  Secretary,  PRM  will 
come  under  the  jurisdiction  of  the  new  Under  Secretary  for 
Global  Affairs. 

This  reorganization  will  ensure  that  refugee  issues  are 
given  seventh  floor  attention  and  are  integrated  into  the  core 
of  our  foreign  policy. 

The  establishment  of  the  PRM  Bureau  will  consolidate  all 
Departmental  responsibility  for  refugee  matters  in  a  single 
bureau  and  will  enhance  policy  focus  on  refugee  and  migration 
issues . 

As  part  of  the  reorganization,  the  Office  of  the  United 
States  Coordinator  for  Refugee  Affairs  will  be  abolished  and 
the  functions  and  responsibilities  of  that  office  will  be 
subsumed  in  the  new  Bureau,  including: 

--  the  interagency  coordination  of  refugee  admissions  and 

resettlement  policy;  and 

the  formulation  of  the  President's  annual  refugee 

admissions  proposal. 

Over  90  staff  will  continue  to  work  on  refugee  and 


migration  affairs. 
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PRM  will  filso  ba  responsible  for  coordinating  the 
Department's  policy  on  population. 

—  We  plan  a  maximum  of  nine  slots  for  the  population  office^ 
headed  by  a  senior  coordinator  for  population.  ' 

Refugee  program  money  (the  MRA  appropriation)  is  not 
affected.  All  population  program  funding  money  is  requested  in 
other  accounts.  A.l.D.  will  continue  to  administer  population 
program  activities. 


The  new  PRM  Assistant  Secretary  will  be  responsible  for 
providing  policy  guidance  to  the  bureau  officers,  and  will 
serve  as  the  link  to  me  through  the  Under  Secretary  for  Global 
Affairs. 


SrmCOMMITTEE  RECESS 

Senator  Hollings.  We  thank  you  very  much.  The  subcommittee 
will  now  stand  in  recess  until  Tuesday,  April  26,  when  we  will  hear 
from  the  Immigration  and  Naturalization  Seirvice. 

[Whereupon,  at  11:60  a.m.,  Thursday,  April  21,  the  subcommittee 
was  recessed,  to  reconvene  at  10  a.m.,  Tuesday,  April  26.] 


DEPARTMENTS  OF  COMMERCE,  JUSTICE,  AND 
STATE,  THE  JUDICIARY,  AND  RELATED 
AGENCIES  APPROPRIATIONS  FOR  FISCAL 
YEAR  1995 


TUESDAY,  APRIL  26,  1994 

U.S.  Senate, 

Subcommittee  of  the  Committee  on  Appropriations, 

Washington,  DC. 

The  subcommittee  met  at  10:06  a.m.,  in  room  S-146,  the  Capitol, 
Hon.  Ernest  F.  Hollings  (chairman)  presiding. 

Present:  Senators  Hollings  and  Domenici. 

DEPARTMENT  OF  JUSTICE 
Immigration  and  Naturalization  Service 

STATEMENT  OF  DORIS  MEISSNER,  COMMISSIONER 
ACCOMPANIED  BY; 

SUSAN  S.  JACOBS,  ACTING  ASSOCIATE  COMMISSIONER,  FINANCE 

KENNETH  W.  RATH,  ACTING  EXECUTIVE  ASSOCIATE  COMMIS¬ 
SIONER,  MANAGEMENT 

JAMES  A.  PULEO,  ACTING  EXECUTIVE  ASSOCUTE  COMMISSIONER, 
OPERATIONS 

CHRIS  SALE,  DEPUTY  COMMISSIONER 

T.  ALEXANDER  ALEPJIKOFF,  GENERAL  COUNSEL 

THERESE  M.  MCAULIFFB,  ACTING  ASSISTANT  COMMISSIONER, 
BUDGET 

STEPHEN  R.  COLGATE,  ASSISTANT  ATTORNEY  GENERAL  FOR  AD¬ 
MINISTRATION 

MICHAEL  J.  ROPER,  DEPUTY  ASSISTANT  ATTORNEY  GENERAL 
CONTROLLER 

OPENING  STATEMENT  OF  HON.  ERNEST  F.  HOLLINGS 

Senator  Hollings.  This  morning  the  subcommittee  will  continue 
its  fiscal  year  1996  hearings  with  a  review  of  the  budget  request 
for  the  Immigration  and  Naturalization  Service  and  the  Office  of 
Justice  Programs. 

Appearing  first  will  be  the  Commissioner  of  the  Immigration  and 
Naturalization  Service,  Doris  Meissner.  The  INS’  budget  request 
for  fiscal  year  1996  is  $1,149,000,000  in  discretionary  spending, 
representing  a  $101  million,  or  nearly  10-percent  increase  above 
the  amount  appropriated  last  year. 

An  additional  $264  million  for  enhanced  immigration  activities  is 
also  included  in  the  crime  control  fund,  so  all  told  the  President’s 
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request  for  the  Immigration  and  Naturalization  Service  seeks  $366 
million  in  increased  discretional^  spending. 

We  welcome  you  to  the  hearing,  and  we  would  be  delighted  to 
hear  from  you  at  this  time.  Your  statement  in  its  entirety  will  be 
included,  and  you  can  deliver  it  or  highlight  it  as  you  wish. 

OPENING  STATEMENT 

Ms.  Meissner.  Thank  you.  I  would  like  to  introduce  Susan  Ja¬ 
cobs,  who  is  our  new  Acting  Associate  Commissioner  for  Budget 
and  Finance. 

I  am  pleased  to  have  the  opportunity  to  appear  before  you  in 
support  of  the  1995  budget  request  for  the  Immigration  and  Natu¬ 
ralization  Service. 

I  would  like  to  begin  this  morning  by  saying  that  I  look  forward 
to  an  open  and  a  productive  relationship  with  the  committee.  In 
that  regard,  I  would  like  to  also  say  that  I  regret  that  our  first 
communications  have  been  the  result  of  several  serious  missteps  on 
the  part  of  the  Service  where  two  recent  reprogrammings  have 
been  concerned.  I  hope  you  will  allow  us  to  make  a  fresh  start  in 
this  regard. 

Senator  Rollings.  We  will. 

Ms.  Meissner.  We  have  learned  from  our  mistakes,  i  believe, 
and  I  would  like  to  establish  an  ongoing  dialog  with  the  committee 
that  attempts  to  fully  meet  our  responsibilities  to  inform  the  com¬ 
mittee  of  critical  developments. 

Senator  Rollings.  Very  good.  Of  course,  as  you  know,  with  re¬ 
gard  to  our  request  for  tne  1994  spending  plan,  we  asked,  but  we 
were  told  we  could  not  get  the  information.  Then,  one  Senator  from 
California  was  up  talking  about  it,  but  we  as  a  committee  could  not 
get  it,  and  yet  we  have  the  responsibility  for  oversight. 

Ms.  Meissner.  Well,  I  was  under,  and  we  in  the  Service  were 
under  a  series  of  contradictory  and  conflicting  pressures,  and,  hope¬ 
fully,  I  will  be  able  to  manage  those  pressures  more  effectively  in 
the  future.  Thank  you  very  much. 

As  you  laid  out,  the  Service  is  requesting  for  1995  an  appropria¬ 
tion  of  $1,149  billion,  12,995  positions,  which  is  an  increase  of 
$98.25  million  and  650  positions  over  our  1994  levels. 

In  addition  to  that,  the  administration’s  request  also  includes 
$300  million  from  the  crime  control  fund  for  critical  immigration 
control  initiatives.  Some  of  that  money  is  for  the  Immigration  Serv¬ 
ice  and  some  is  for  other  Department  of  Justice  components  that 
support  our  work. 

When  the  resources  from  the  Service’s  “Salaries  and  expenses” 
account  are  combined  with  the  funding  from  the  crime  control  fund 
and  our  fee-supported  operations,  the  total  resources  that  we  are 
requesting  for  1995  are  over  $2.1  billion. 

1096  IMMIGRATION  INITIATIVE 

I  would  like  to  focus  my  opening  remarks  on  the  1995  immiCTa- 
tion  initiative,  which  the  administration  has  forwarded  to  the  Con¬ 
gress.  That  funding  initiative  has  five  m^or  parts.  It  is  based  on 
the  premise  that  we  support  legal  immi^ation,  and  we  combat  ille¬ 
gal  immigration.  To  do  tnat,  we  are  loolung  for  ways  to  strengthen 
the  immigration  system  and  that  involves  important  investments 
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in  the  ability  of  the  Immigration  and  Naturalization  Service  to 
manage  the  immigration  system  effectively* 

Those  investments  in  this  budget  heavily  emphasize  technology 
and  more  infrastructure  and  more  effective  infrastructure  for  the 
Service  in  areas  where  we  need  to  build  our  capability. 

The  immigration  initiative  we  have  forwarded  has  five  goals.  The 
first  goal  is  to  stren^hen  border  control.  That  goal  began  being 
met  during  this  fiscal  year  with  $45  million,  which  the  committee 
strongly  supported,  and  for  which  we  are  very  grateful.  Thsit  $45 
million  has  been  the  beginning  of  putting  into  place  a  strategy  on 
the  Southwest  border  of  preventing  illeg^  enti^  rather  than  wait¬ 
ing  for  it  to  occur  and  then  stressing  apprehensions. 

That  prevention  strategy  has  been  demonstrated  to  be  effective 
in  El  Paso,  and  we  are  moving  from  El  Paso,  where  we  have  shown 
prevention  can  work,  to  the  San  Diego  area,  which  is  the  most 
heavily  pressured  area  of  the  border  where  illegal  crossings  are 
concerned.  The  money  in  1995  that  is  in  this  budget  that  we  are 
requesting  will  continue  that  initiative.  It  will  allow  us  to  put  peo¬ 
ple  in  other  places  along  the  border,  depending  on  what  shifts  we 
see  from  the  strengthening  that  is  going  on  in  El  Paso  and  San 
Diego.  It  will  bring  significant  technologies  to  our  people  on  the 
border  all  along  the  Southwest. 

The  second  goal  we  are  tr3dng  to  achieve  in  this  1995  budget  re¬ 
quest  is  to  expedite  the  removal  of  criminal  aliens.  The  criminal 
^ien  piece  of  the  budget  is  an  effort  largely  to  invest  in  judges  and 
in  lawyers  who  will  carry  out  deportation  hearings  at  State  prisons, 
where  most  of  the  criminal  aliens  in  the  country  at  the  piesent 
time  are  incarcerated.  That  means  that  people  who  have  comjjleted 
their  deportation  hearings  can  be  removed  from  the  country  once 
sentences  are  finished,  or  in  some  cases  where  Governors  decide  to 
commute  sentences,  might  even  be  leaving  the  country  if  they  are 
not  violent  criminals  before  the  end  of  the  sentence  has  beeri  com¬ 
pleted. 

The  third  goal  we  are  trying  to  achieve  in  this  1995  budget  is  the 
implementation  of  comprehensive  asylum  refonn.  The  asylum  re¬ 
form  effort  that  is  asked  for  in  the  budget  constitutes  a  doubling 
of  the  asylum  officers  that  we  presently  have  to  interview  appli¬ 
cants.  It  also  calls  for  a  significant  increase  in  the  number  of  immi¬ 
gration  judges  who  hear  asylum  cases.  It  is  the  parallel  effort  to 
a  regulatory  reform  which  streamlines  the  asylum  system  which  is 
presently  out  for  comment  in  a  published  rule. 

The  fourth  part  of  the  immigration  initiative  for  which  funding 
is  being  sought  is  the  effort  to  reduce  further  the  magnet  of  job  op¬ 
portunities  in  this  country.  When  all  is.  said  and  done,  illegal  aliens 
come  to  this  country  primarily  to  work,  and  it  is  the  responsibility 
of  the  Government  to  diminish  the  opportunities  for  work  for  un¬ 
documented  persons. 

This  money  will  help  us  to  create  more  effective  deterrence  in  the 
workplace.  It  particularly  will  help  us  to  focus  on  fraudulent  docu¬ 
ments  and  those  who  may  sell  fraudulent  documents,  as  well  as  to 
target  more  intensely  employers  and  industries  that  traditionally 
have  hired  ill^al  workers. 

The  final  effort  in  the  immigration  initiative  is  an  effort  to  en¬ 
courage  naturalization,  and  our  effort  to  encourage  naturalization 
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is  one  of  providing  education  and  community  services  so  that  large 
numbers  of  people  that  presently  are  elimble  to  naturalize  in  our 
country  know  what  is  required  and  have  better  access  to  the  infor¬ 
mation  where  citizenship  is  concerned. 

This  is  a  mixture,  an  even  mix  of  funding  for  the  Immigration 
and  Naturalization  Service  to  speed  up  its  handling  of  applications 
as  well  as  grants  for  community-basea  agencies  to  work  with  elim- 
ble  applicants.  These  initiatives,  taken  together,  will  allow  us  to  fa¬ 
cilitate  legal  immigration  and  to  control  more  effectively  illegal  im¬ 
migration. 


CRIME  CONTROL  FUND 

Three  of  the  initiatives  are  part  of  the  crime  control  fund,  which 
the  administration  is  seeking  as  part  of  the  crime  bill.  The  third 
initiative,  political  asylum,  is  also  part  of  the  crime  control  funding. 

The  political  asylum  initiative,  being  part  of  the  crime  control 
funding,  is  a  recomition  that  the  country  must  have  the  resources 
necessary  in  a  political  asylum  system  to  make  timely  decisions.  If 
not,  political  asylum  represents  an  enforcement  vulnerability, 
which  presently  is  what  we  are  seeing  with  our  political  asylum 
system. 


NATURALIZATION  INITIATIVE 

Finally,  the  naturalization  initiative  will  help  us  to  encourage 
naturalization  as  a  part  of  the  regular  appropriations  that  we  are 
requesting.  The  Service  has  traditionally  accomplished  its  mission 
through  labor-intensive  processes  and  adding  more  personnel,  but 
not  providing  the  tools  and  providing  the  infrastructure  needed  to 
do  an  effective  job. 

We  are  asking  for  officers  in  this  funding  proposal  because  more 
are  needed.  However,  we  will  no  longer  take  piecemeal  steps  to  ad¬ 
dress  the  problems  facing  aliens.  This  budget  will  provide  the  tech¬ 
nology,  the  automation,  and  the  information  networking  with  other 
Federal  and  State  agencies  that  will  intensify  the  impact  and  the 
effectiveness  of  our  resources  and  allow  the  Service  to  work  smart¬ 
er. 

I  cannot  really  emphasize  too  strongly  the  importance  of  the 
technoloCT  and  the  tecnnolomcal  support  which  is  embedded  in  this 
request.  For  the  Service,  when  we  talk  about  technology,  it  is  not 
a  matter  of  up^ading  computer  systems  or  getting  better  PC’s  for 
our  officers.  It  is  a  matter  at  the  border  of  our  officers  still  using 
Selectric  typewriters,  still  doing  by  hand  on  carbon  copy  forms 
things  that  could  very  easily  be  done  by  computers  and  automated 
data  systems. 

We  have  demonstrated  in  the  test  throughout  the  country,  a  par¬ 
ticular  test  in  McAllen,  that  shows  how  we  can  automate  booking 
procedures  and  other  border  functions  in  ways  that  we  are  request¬ 
ing  in  this  initiative.  We  can  increase  up  to  40  percent  the  produc¬ 
tivity  that  we  are  presently  achieving  on  the  line  if  we  can  jjrovide 
our  personnel  with  the  technology  that  we  are  asking  for  in  this 
request. 

We  simply  have  in  the  past  lacked  the  capital  to  deploy  these 
systems  across  the  board.  This  request  provides  the  wherewithal  to 
meet  that  very  pressing  need. 


USER  PEE  ACCOUNTS 


I  would  close  by  saying  we  are  also  requesting  money  in  our  user 
fee  accounts.  Those  amounts  are  specified  in  more  detail  in  the  tes¬ 
timony,  and  I  would  like  to  finally  mention  that  for  1994  our 
planned  spending  in  our  Tlxaminations  fee”  account  has  fallen  well 
below  our  estimates,  possibly  as  much  as  $50  million  below.  That 
is  a  calculation  that  we  are  still  working  to  refine,  but  it  is  well 
below  what  we  presented  in  1994.  We  will  keep  the  committee  in¬ 
formed  of  changes  that  are  in  that  account,  as  well  as  how  that 
might  affect  the  1996  estimate. 

PREPARED  STATEMENT 

That  closes  my  opening  summaiy.  Thank  you  very  much. 

[The  statement  follows:] 

Statement  of  Commissioner  Dows  Meissner 

I  am  pleased  to  nave  the  opportunity  to  appear  before  you  in  support  of  the  Ad> 
ministration’s  1995  budget  request  for  the  Immigration  and  Naturalization  Service 
(INS).  The  INS  is  requesting  for  1995  an  appropriation  of  $1,149  bUlion,  12,995  po¬ 
sitions,  and  12,723  workyears.  This  represents  an  increase  of  $98.25  million  and  657 
positions  over  the  1994  levels.  In  addition  to  this  appr^riation  request,  the  Admin¬ 
istration’s  budget  also  requests  $300  million  from  ttie  (jrime  dlontrol  Fund  for  criti¬ 
cal  immigration  control  initiatives  ($264.2  million  for  INS,  and  $35.8  million  for 
other  D^artment  of  Justice  components  to  support  INS  initiatives).  With  the  re¬ 
sources  from  the  Service’s  Salaries  and  Expenses  account  combined  with  the  fund¬ 
ing  from  the  Crime  Control  Fund  and  our  fee  supported  operations,  the  total  re¬ 
sources  available  to  the  Service  during  1995  would  be  over  $2.1  billion,  a  twenty- 
two  percent  increase  over  the  Service’s  1994  funding  level. 

IMMIGRATION  INITIATIVE 

The  Administration’s  1995  Immigration  Initiative  has  five  major  components:  (1) 
Strengthen  Border  Control;  (2)  Expedite  the  Removal  of  Criminw  Aliens;  (3)  Imple¬ 
ment  Comprehensive  Asylum  Reform;  (4)  Reduce  the  Magnet  of  Job  Opportunities; 
and,  (5)  Encourage  Naturalization  through  Education,  These  initiatives  will  allow 
us  to  facilitate  legal  immigration  by  controlling  Illegal  immigration.  Four  of  these 
initiatives  are  directed  toward  controlling  illegal  immi^ation,  which  is  a  problem 
that  threatens  this  country’s  immigrant  traditions  and  burdens  State  and  local  gov¬ 
ernments.  The  reauest  for  the  Naturalization  Promotion  and  Education  component 
will  enable  the  INS  to  better  promote  the  naturalization  of  legal  immigrants.  The 
1995  budget  request  will  enable  the  Administration  to  pursue  solutions  to  the  im¬ 
portant  problems  related  to  immigration. 

The  INS  has  traditionally  accomplished  its  mission  through  labor-intensive  proc¬ 
esses,  adding  more  personnel  but  not  providing  the  tools  and  supporting  infrastruc¬ 
ture  needed  to  do  an  effective  job.  We  will  add  officers  because  more  are  needed. 
However,  we  will  no  longer  take  piecemeal  steps  to  address  the  problems  facing  ^e 
INS.  This  budget  will  provide  the  technolo^,  automation,  and  information  net¬ 
working  with  other  Federal  and  State  agencies  that  will  intensify  the  impact  and 
effectiveness  of  our  resources  and  allow  the  Service  to  work  smarter. 

The  first  three  initiatives,  Strengthen  Border  Ckintrol,  Expedite  the  Removal  of 
Criminal  Aliens,  and  Implement  Coi^rehensive  Asylum  Reform,  are  proposed  to  be 
funded  by  the  Crime  Control  Fund.  Tne  last  two.  Reduce  the  Magnet  of  Job  Oppor¬ 
tunities  and  Encourage  Naturalization  through  Education,  are  included  in  the  Sala¬ 
ries  and  Expenses  appropriation  request. 

Strengthen  border  control 

Our  strategy  at  the  Southwest  border  is  to  prevent  illegal  immigration  and  facili¬ 
tate  legal  entry.  The  border  initiative  bolsters  enforcement  at  the  border  by  building 
on  the  increases  received  with  the  help  of  this  Committee  in  1994.  The  funding  re- 

3 nested  from  the  Oime  Control  Fund  for  this  initiative  is  $180.7  million.  Togemer, 
lese  funds  will  be  used  to  put  1,010  additional  Border  Patrol  Agents  on  the  line 
to  provide  a  visible  presence  at  high-risk  border  areas  to  strongly  discourage  illegal 
entry,  similar  to  what  we  have  acmeved  at  El  Paso.  We  will  make  significant  equip- 
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ment  and  technology  enhancements  that  will  enable  the  INS  to  make  better  use  of 
automation  in  combatting  alien  smuggling  operations,  freeing  up  agents  from  doing 
paperwork,  and  allowing  agents  to  spena  more  time  on  the  line  carrying  out  pri- 
maiy  enforcement  duties. 

We  intend  to  have  1,010  more  Border  Patrol  agents  on  the  line  by  the  end  of  1995. 
Of  these,  360  are  new  agents  who  are  being  during  1994,  and  150  are  new 
agents  who  will  be  hired  in  1995.  In  addition  to  the  hiring  510  agents  will  be  reas¬ 
signed  to  line  duties  from  sup^rt  positions,  such  as  drivers  and  radio  technicians, 
or  made  available  because  of  the  automation  of  paperwork  now  ^rformed  by 
agents.  The  ^uipment  and  technology  enhancements  include  fencing,  lighting, 
encrypted  radios,  infrared  equipment,  and  development  and  enhancements  of  auto¬ 
mata  systems.  These  improvements  will  multiply  the  effectiveness  of  our  human 
resources  and  add  to  their  productivity. 

Expedite  the  removal  of  criminal  aliens 

Effectively  identifying  and  removing  criminal  aliens  requires  close  co<meration 
across  the  law  enforcement  community.  To  “Expedite  the  Removal  of  Criminal 
Aliens”,  the  Administration  is  r^uesting  $55.2  niillion,  $45.2  million  for  INS  and 
$10  million  for  the  Executive  Omce  for  Immigration  Review  (EOIR).  The  Institu¬ 
tional  Hearing  Program  (IHP),  which  allows  the  Service  to  assume  custody  and 
promptly  remove  deportable  aliens  when  they  complete  their  sentences,  will  be  ex¬ 
panded  in  the  five  states  which  have  the  l^est  concentration  of  incarcerated  aliens 
and  in  all  Federal  prison  facilities.  In  addition  to  the  proposed  increase  of  50  Immi¬ 
gration  Judges  ana  related  support  staff  to  conduct  more  deportation  hearings,  we 
will  use  via^  teleconferencing  technology  to  enhance  productivity,  allowing  hear¬ 
ings  to  be  held  using  video  equipment  located  at  detention  sites  and  at  the  judges’ 
court  rooms.  Bv  reducing  the  amount  of  time  spent  traveling  to  deportation  hear¬ 
ings,  judges  will  be  able  to  conduct  mort  he?jirgs  and  we  will  make  cost-effective 
use  of  judge  and  attorney  time. 

Implement  comprehensive  asylum  reform 

With  the  $64.1  million  requested,  a  more  timely  a^lum  decision  system  will  be 
established  by  INS,  in  conjunction  with  the  Executive  Office  for  Immigration  Review 
(EOIR),  the  U.S.  Attorneys,  and  the  Civil  Division.  The  new  procedures,  which  have 
been  issued  as  a  proposed  regiUation,  coupled  with  additional  resources,  will  enable 
us  to  stay  current  with  incoming  applications  and  work  on  backlog  cases.  We  will 
focus  enforcement  efforts  on  fraudulent  applications  and  reduce  incentives  for  asy¬ 
lum  abuse,  while  protecting  the  process  for  those  who  are  legitimately  seeking  asy¬ 
lum.  Enactment  of  the  reform  proposal  will  permit  deportation  of  those  fraudulent 
aoplicants  whose  cases  are  adjudicated  and  denied.  The  INS  portion  of  this  request, 
$38.3  million,  will  provide  184  new  Asylum  Officers,  more  than  doubling  the  officer 
corps,  as  well  as  tne  support  rMuired  for  the  operation  of  the  asylum  offices.  In¬ 
cluded  in  this  amount  is  $10  million  for  deportation.  The  needed  improvements  in 
the  asylum  process  can  only  be  accomplished  if  the  additional  resources  are  pro¬ 
vided.  Without  increases  in  resources,  the  dual  objectives  of  facilitating  legitimate 
claims  and  stopping  the  incentives  for  fraudulent  claims  cannot  be  met.  This  budget 
request  implements  the  President’s  pledge  in  July  1993  to  reform  the  asylum  sys¬ 
tem. 

Reduce  the  magnet  of  job  opportunities 

The  INS  budget  includes  a  request  for  $32.7  million  to  “Reduce  the  Magnet  Effect 
of  Job  Opportunities".  We  will  make  it  easier  for  employers  to  determine  who  they 
may  employ  by  expanding  the  Telephone  Verification  System  and  improving  docu¬ 
ment  security  while  increasing  our  enforcement  of  employer  sanctions. 

Our  enforcement  efforts  will  include  targeting  industries  that  have  historically 
hired  unauthorized  aliens,  following  leads  referred  to  INS  by  the  Department  of 
Labor,  and  reducing  the  marketability  of  fraudulent  documents.  Wc  will  conduct  fol¬ 
low-up  investigations  of  previously  sanctioned  employers  to  identify  repeat  offend¬ 
ers,  to  both  impose  penalties  and  evaluate  our  effectiveness. 

These  enforcement  efforts  will  be  combined  with  employer  education  activities  to 
improve  understanding  of  employer  sanctions  requirements  and  how  to  comply  with 
them.  In  addition,  the  Service  ^1  develop  an  “800"  hotline  to  assist  employers  in 
ful^ling  their  remonsibiiities.  The  Department  is  also  recmesting  $5.7  million  for 
EOIR  and  the  Office  of  Special  Counsel  for  Immigration  Related  Unfair  Employ¬ 
ment  Practices.  The  reouested  resources  will  be  used  to  add  additional  judges,  as 
well  as  increase  the  application  of  the  anti-discrimination  provisions  of  the  law.  TWs 
comprehensive  approach  involving  the  Service,  EOIR,  and  the  Office  of  Special 
Counsel  will  reduce  illegal  employment  opportuiiities  while,  at  the  same  time,  work- 
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in^  to  ensure  that  those  authorized  to  work  may  do  so  without  being  subject  to  dis¬ 
crimination. 

Encourage  naturalization  through  education 
Our  proposal  to  encourage  naturalization  through  public  education  and  stream¬ 
lined  INS  procedures  is  a  response  to  the  need  to  help  bring  newcomers  into  fUll 
participation  in  our  society.  Tne  INS  budget  for  the  Salaries  and  Expenses  appro¬ 
priation  includes  a  request  for  $30  million  to  enable  the  INS  to  accomplish  ^s. 
Naturalization  has  been  funded  by  the  Examinations  Fee  account  for  some  years. 
However,  1994  is  the  first  year  the  Legalization  population  be^ns  to  become  eligible 
for  naturalization.  This  population  represents  a  large  one-time  increase  in  natu¬ 
ralization  cases  and  requires  special  investments  for  INS  to  respond  to  a  large  an¬ 
ticipated  jump  in  workload.  The  resources  will  provide  sufficient  personnel  to  adju¬ 
dicate  the  increased  number  of  applications  for  naturalization  without  which  back¬ 
logs  could  grow.  Information  services  dealing  specifically  with  naturalization  topics 
will  be  expanded  by  the  addition  of  “800”  phone  lines  and  additional  personnel. 

This  imtiative  contains  $15  million  which  will  be  used  for  cooperative  agreements 
with  community-based  organizations,  ethnic  group  networks,  and  educational  insti¬ 
tutions  to  do  public  outreach,  provide  required  language  and  civics  instruction,  and 
assist  in  the  preparation  of  naturalization  applications. 

FEE  ACCOUNTS 

The  Service  is  requestii^  $686.1  million  and  7,480  positions  in  its  fee  accounts. 
These  resources  are  essential  to  overall  agency  operations. 

Immigration  user  fee 

For  1995,  we  are  requesting  $321.6  million  and  3,110  positions  in  the  Immigration 
User  Fee  account.  This  request  includes  136  additional  positions  in  the  Inspections 
proCTam  to  keep  pace  with  projected  air  traffic  growth.  It  includes  an  increase  in 
funoing  for  detention  space  in  the  New  York  City  area  to  assist  with  the  problem 
of  excludable  aliens  attempting  to  enter  the  country  through  John  F.  Kennec^  Inter¬ 
national  Airport  and  Newark  International  Airpo  d.  Hesources  are  also  requested  to 
meet  support  infi*astructure  needs. 

The  resources  from  this  account  have  enabled  the  Service  to  make  substantial 
prog^ss  in  facilitating  the  inspection  process  for  international  travellers,  as  well  as 
provide  detention  space  for  inadmissible  aliens,  information  and  data  support  for  in¬ 
spections  operations,  and  support  for  activities  funded  fixim  the  account.  Our  inter- 
nationid  flight  inspections  met  the  45-minute  standard  in  over  99  percent  of  total 
inspections  last  fiscal  year.  We  are  striving  to  further  improve  our  performance 
through  the  use  of  automated  inspections  applications  to  facilitate  the  entry  of  trav¬ 
ellers  while  maintaining  the  quality  to  assure  that  only  authorized  persons  are  ad¬ 
mitted  to  the  country. 

Immigration  examinations  fee 

For  1995,  we  are  requesting  $353.2  million  and  4,295  positions  in  the  Immigration 
Examinations  Fee  account.  Increases  are  included  to:  eiqpai^  the  asylum  officer 
corps;  expand  community  outreach  activities;  improve  services  at  land  larder  ports- 
of-entry;  and  interface  INS’  and  State  Department  systems  to  add  visa  information 
to  INS^  systems.  We  also  plan  to  improve  information  services  to  the  public  and  pro¬ 
vide  support  infrastructure  improvements.  This  fee  account  supports  the  main  serv¬ 
ice  functions  of  the  agency  including  the  adjudication  of  applications  for  immigration 
benefits  and  political  asylum,  refugee  processing,  and  public  information  services,  as 
well  as  necessary  support. 

Due  to  a  lower  volume  of  incoming  applications  to  date  this  fiscal  year,  the  reve¬ 
nue  estimate  for  1994  has  recently  l^n  revised  downward.  As  a  result,  measures 
have  been  taken  to  reduce  costs  as  much  as  possible.  For  activities  funded  by  this 
account,  hiring  has  been  fix>zen,  overtime  has  been  curtailed,  and  general  expenses 
(i.e.,  travel,  training,  supplies,  equipment,  contractual  costs)  have  b^n  fixizen.  Also, 
the  Service  is  considering,  on  a  test  basis,  the  revision  of  its  policy  of  routinely  sub¬ 
mitting  fingerprint  cards  for  FBI  checks  for  all  applicants  for  benefits.  This  test 
would  apply  only  to  persons  already  in  the  U.S.  seeldng  adjustments  in  their  immi¬ 
gration  status.  However,  because  no  empirical  data  currently  exists  to  support  an 
immediate  change  to  this  policy,  we  are  conducting  an  in^epth  analysis  to  deter¬ 
mine  the  effect  of  this  potential  change  in  policy. 

Land  border  inspection  fee 

For  1995,  we  an?  requesting  $1.6  million  in  the  Land  Border  Inspection  Fee  ac¬ 
count  to  continue  pilot  projects  on  the  northern  border.  Currently,  one  dedicated 
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commut  ir  lane  project  is  operatuv;  at  the  Blaine,  Washington,  Portrof-Entry.  The 
Service  nas  womed  closely  with  the  Customs  Service  and  lo^  authorities  to  lay  the 
necessaiy  ground  work  to  open  additional  pilot  projects. 

Breached  bond  I  detention  fund 

We  are  requesting  $6.2  million  and  48  positions  in  the  Breached  Bond/Detention 
Fund  to  continue  efforts  to  improve  the  management  and  collection  of  breached 
bonds  and  to  provide  resources  to  the  Detention  and  Deportation  program  for  the 
detention  of  illegal  aliens.  Progress  has  been  made  in  the  collection  of  breached 
bonds,  the  development  of  bond  management/debt  collection  procedures  and  support 
systems,  and  in  the  engagement  of  litigat'on  against  delinquent  surety  companies. 

Immigration  legalization 

Finally,  we  are  requesting  $3.6  million  and  27  positions  in  the  Immigration  Legal' 
ization  account  to  continue  to  process  residual  application  workload  and  to  maintain 
operations  of  the  Legalization  Appeals  Unit. 

This  concludes  my  remarks  on  the  Service’s  1995  budget  request  to  the  Congress. 
1  would  be  pleased  to  answer  any  questions  that  you  may  have  regarding  the  budget 
and  the  Service’s  operations. 


CRIMINAL  ALIENS 

Senator  Hollings.  Thank  you  vei^  much. 

When  you  look  at  the  Federal  prison  inmate  population,  26  per¬ 
cent  are  criminal  aliens.  The  Federal  Prison  System  operates  with 
a  budget  in  excess  of  almost  %2V2  billion,  so  we  are  spending  some 
$626  million  on  housing  criminal  aliens  in  Federal  prisons.  The  ad¬ 
ministration  has  just  requested  $350  million  to  reimburse  seven 
States  for  the  cost  of  housing  criminal  aliens  convicted  of  State 
crimes. 

Can  we  not  better  utilize  these  moneys  to  strengthen  our  border 
patrol,  our  border  enforcement,  and  improve  on  the  enforcement  in 
the  first  instance?  Then,  the  next  question  is,  why  do  we  keep  them 
so  long?  We  keep  them  until  they  serve  their  sentence  before  we 
move  to  deport  them.  It  would  seem  both  by  way  of  prevention  and 
by  way  of  deportation  that  we  are  slow  to  the  particular  task,  and 
I  was  wondering  about  that. 

Ms.  Meissner.  Well,  the  prevention  at  the  border  is,  as  you  point 
out,  clearly  the  most  important  and  the  highc^st  priority  task  that 
we  should  be  pursuing.  That  is  very  much  what  is  reflected  in  this 
budget  request  for  1995  and  which  we  have  begun,  I  think,  very 
effectively  wdth  the  1994  moneys  that  you  app)*opriated. 

T^e  budget  amendment  for  reimbursing  States  for  prison  cost  is 
a  companion  piece.  It  is  certainW  not  meant  to  stand  alone  or  to 
in  any  way  t^e  the  place  of  effective  border  control.  We  do  face 
the  fact  that  there  is  a  large  illegal  alien  population  at  the  present 
time  that  is  in  State  and  Federal  prisons. 

Where  State  prisons  are  concerned  those  are  direct  costa  for 
States  when  they  face  other  very  pressing  needs  for  incarceration. 
This  is  an  effort  to  respond  to  practical  cases,  the  circumstances 
that  States  face.  By  no  means  aoes  it  takie  the  place  of  effective 
border  control,  and  we  think  that  the  only  way  in  which  to  begin 
to  work  down  costs  that  States  are  facing  where  incarceration  is 
concerned  is  to  be  much  more  vigorous  on  the  border,  so  that  this 
request  is  an  eminently  important  request. 

I^nator  Hollings.  Well,  there  is  more  to  it  than  that.  For  exam¬ 
ple,  as  I  understand  it,  currently  the  aliens  who  arrive  here  with¬ 
out  documentation  are  called  excludables,  and  these  excludables,  il¬ 
legal  aliens,  ought  to  be  detained  until  a  hearing,  but  what  really 
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happens  is  thev  arrive  by  boat,  for  example,  as  400  Haitians  just 
did  and  instead  of  holding  them  in  a  detention  facility,  they  are  im¬ 
mediately  paroled  into  the  community. 

Being  interested  and  knowing  you  were  going  to  be  here  this 
morning,  I  asked  an  immigration  judge  down  there  in  Florida  this 
morning  about  these  excludables.  And,  the  immigration  judge  just 
this  morning  said  that  his  no-show  rate  in  court  runs  from  60  to 
80  percent.  They  come  in,  they  are  documented  and  everything 
else,  and  instead  of  being  detained,  they  are  just  let  out  onto  the 
community,  and  you  get  20  percent  back  for  the  hearing,  and  80 
percent  are  gone. 

Now,  that  is  what  bothers  us  in  t^ng  to  make  funding  decisions 
and  especially  when  considering  an  increase. 

Ms.  Meissner.  I  do  not  know  about  the  actual  figures  you  are 
citing,  but  there  is  no  question  that  the  no-show  rate  among  people 
who  have  been  released  is  high,  and  a  great  deal  higher  than  we 
would  like  it  to  be. 

That  is  one  of  the  reasons  that  we  are  focusing  on  moving  crimi¬ 
nal  aliens  through  the  system  quickly,  because  criminal  aliens  have 
to  be  the  first  concern,  since  they  are  generally  a  danger  to  the 
community.  If  we  can  move  criminal  aliens  through  both  the  Fed¬ 
eral  and  State  systems  more  efficiently  than  presently  has  been  the 
case,  and  that  is  what  is  being  called  for  in  this  budget  request, 
then  we  are  freeing  up  detention  space  to  detain  the  excludable 
aliens  that  you  are  talking  about. 

It  is  our  policy  to  detain  excludable  aliens,  and  by  and  large  we 
do,  but  when  our  detention  facilities  are  oversubscribed,  then  those 
who  are  not  a  danger  from  a  public  safety  standpoint  have  to  be 
released. 

The  system  needs  to  be  confronted  at  a  number  of  stages,  and 
the  first  stage  is  to  do  exactly  what  we  are  asking  for  in  this  budg¬ 
et  request,  which  is  to  deal  much  more  efficiently  with  criminal 
aliens  so  that  our  detention  space  can  be  used  to  assure  show  rates 
at  hearings  and  ultimate  removal  for  those  who  are  not  to  be  stay¬ 
ing. 


FINGERPRINTING  APPLICANTS 

Senator  Rollings.  Well  now,  Madam  Commissioner,  you  have 
got  the  Justice  Department  inspector  general  and  his  report  that 
is  critical  of  the  INS  oversight  and  scrutiny  of  fingerprints  on  ap¬ 
plications  for  permanent  resident  status.  I  understand  on  the 
House  side,  you  testified  that  the  Catholic  charities  were  assisting 
the  applicants  with  their  fingerprint  cards.  Yet,  the  inspector  gen¬ 
eral’s  report  cites  one  example  of  a  report  back  in  Baltimore — or 
over  in  Baltimore — where  fingerprints  were  being  made  by  vendors 
out  of  the  trunk  of  a  car.  There  was  no  verification  of  identity  and 
these  prints  could  belong  to  anybody.  I  mean,  that  seems  like  a 
loose  operation. 

If  you  get  the  excludables  you  let  them  go  through  on  the  finger¬ 
print  check,  and  then  any  and  everybody  can  get  in,  whether  they 
are  charity  or  out  of  the  trunk  of  a  car  and  everything  else  of  that 
kind.  And  no  one  really  knows  whose  fingerprints  are  being  shown. 

Do  you  have  any  response  to  that  report? 
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Ms.  Meissner.  That  report  is  with  us  in  draft  form  at  the 
present  time.  It  has  not  been  finalized.  We  are,  of  course,  very  in¬ 
terested  and  concerned  with  what  the  initial  findings  of  the  inspec¬ 
tor  general  seem  to  be.  The  fingerprint  matter  is  a  matter  that  is 
of  serious  concern  to  us. 

We  are,  of  course,  very  committed  to  carrying  out  our  law  en¬ 
forcement  responsibilities  where  applicants  for  benefits  are  con¬ 
cerned.  We  have  a  full-scale  review  underway  that  is  attempting  to 
develop  a  fingerprint  policy  that  stands  up  to  our  law  enforcement 
responsibilities,  as  well  as  our  responsibilities  to  adjudicate  appli¬ 
cations  in  a  timely  fashion. 

We  will  be  working  on  the  fingerprint  issue  in  the  next  several 
months,  and  we  will  share  with  the  committee  the  results  as  soon 
as  we  have  completed  them. 

Senator  Rollings.  The  point  is  right  here  in  the  inspector  gen¬ 
eral’s  report  from  the  Department  of  Justice  we  read  the  sentence, 
‘There  are  no  effective  controls  to  prevent  individuals  intent  on  de¬ 
nying  their  criminal  record  from  having  someone  else  complete 
their  fingerprint  cards  in  these  shops  and  then  submitting  those 
prints  as  their  own.”  That  is  the  sentence  we  picked  upon. 

I  understood  over  on  the  House  side  your  answer  to  the  question 
regarding  what  percent  of  applicants  turned  out  to  have  criminal 
records  was  1  percent,  and  yet  the  Justice  Department  in  this  re¬ 
port  says  it  is  5.4  percent  of  those  checks  that  turned  up  criminal 
records. 

Ms.  Meissner.  Well,  we  have  not,  or  we  had  not,  had  access  to 
the  data  that  the  inspector  general  had  developed.  We  now  will 
have  access  to  that  data,  and  we  will  look  at  it  very  carefully.  We 
take  this  matter  very  seriously,  and  we  have  put  into  abeyance  any 
decisions  that  we  were  contemplating  to  change  the  fingerprint  pol¬ 
icy.  This  is  receiving  a  thorough  review  in  collaboration  with  the 
inspector  general  and  the  investigation  that  that  office  has  carried 
out. 


EXAMINATION  FEE  ACCOUNT 

Senator  Rollings.  Now,  the  committee  authorized  $347.6  mil¬ 
lion  for  the  INS  “Examination  fee”  account  this  fiscal  year,  and  I 
think  you  realize  that  your  revenue  projections  were  down  so  you 
only  allocated  $305.1  million,  which  was  a  reduction  of  $42.4  mil¬ 
lion.  And  then  after  reviewing  the  first  quarter  data  you  deter¬ 
mined  that  the  fee  receipts  had  dropped  again  an  additional  $30 
million  to  $274.9  million. 

A  midyear  review  now  foresees  even  fewer  receipts  necessitating 
another  reduction  of  $20  million,  bringing  the  total  shortfall  to 
$92.4  million  in  anticipated  revenue.  What  is  the  reason  for  this 
shortfall  here? 

Ms.  Jacobs.  Over  time  we  have  seen  a  substantial  decline  of  the 
receipt  of  applications  from  our  original  projections. 

Senator  rollings.  Did  you  consider  cuttiM  back  on  the  staff 
and  everything  else  to  try  to  save  this  money?  Because  that  is  what 
you  have  got  here.  There  is  that  kind  of  effort,  and  if  you  indicate 
less  of  a  workload,  then  you  would  need  less  personnel. 

Ms.  Jacobs.  That  is  absolutely  something  that  we  need  to  con¬ 
tinue  to  consider.  When  the  green  card  replacement  program  was 
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held  in  abeyance,  the  INS  decided  that  the  temporary  employees 
who  had  been  hired  for  that  program  should  not  be  continued,  and 
that  was  carried  out  last  year.  We  are  continuing  to  review  at  the 
rata  we  deliver  services  and  the  expenditures  that  we  make.  If  the 
work  is  not  coming  to  us,  then  there  is  no  need  to  have  the  activity 
set  up  to  do  the  work.  We  are  working  very  seriously  on  eliminat¬ 
ing  the  fat  over  the  short  term  and  the  long  term. 

Senator  Rollings.  Very  good. 

Senator  Domenici. 

STATE  CRIMINAL  ALIEN  ASSISTANCE  PROGRAM 

Senator  DOMENlCl.  Thanks,  Mr.  Chairman. 

F  Arst,  I  am  sorry  that  I  was  late. 

Senator  Rollings.  But  you  were  a  witness. 

Senator  Domenici.  Right,  and  I  will  have  to  go  back  et  11 
o’clock,  but  I  will  be  here  until  then. 

Let  me  talk  a  minute  about  the  State  Criminal  Alien  Assistance 
Program  that  the  President  announced.  I  think  perhaps  you  spoke 
about  it.  But  let  me  review  for  the  record  here  what  I  see  about 
this  funding. 

First,  the  funding  would  be  offset,  or  the  offsets  for  this  program 
would  be  $73  million  in  FCC  fees. 

Senator  Rollings.  No  chance. 

Senator  Domenici.  These  fees  will  be  collected  on  top  of  $95  mil¬ 
lion  in  new  fees  that  were  included  in  the  1994  Reconciliation  Act. 

Now,  frankly,  you  know,  we  are  looking  forward  to  this  so-called 
information  superhighway  that  you  are  a  strong  advocate  of  and 
the  Vice  President  is.  What  we  are  really  doing,  it  seems  to  me,  if 
we  put  in  $73  million  more  in  FCC  fees,  we  are  going  to  make  this 
superhighway  of  information  a  tollway  instead  of  a  freeway.  Like 
every  time  they  turn  around  they  are  going  to  have  to  pay  fees. 

Senator  Rollings.  You  have  got  it. 

Senator  Domenici.  So  frankly,  I  do  not  think  it  is  going  to  hap¬ 
pen,  and  you  just  said  it  is  not  going  to  happen.  And  I  want  to 
state  for  the  record,  because  I  think  it  is  important  for  this  sub¬ 
committee,  we  are  going  to  be  asked  to  fund  this  $350  million  that 
is  in  our  subcommittee.  Now,  where  are  we  going  to  get  the  money? 

The  President  also  says,  here  again,  let  us  cut  the  judiciary  by 
$285  million.  Let  me  say  to  you,  Commissioner,  I  am  not  really  olb 
who  picks  on  the  President.  In  fact,  of  late  I  have  helped  on  three 
or  four  major  issues  and  I  feel  very,  very  good  about  that.  But 
these  are  phoney  offsets,  just  as  phoney  as  you  could  ever  imagine, 
and  the  expectations  for  some  reason — I  surmise,  Mr.  Chairman, 
political  reasons — are  just  being  raised  to  an  inordinate  level  if  we 
are  going  to  get  all  this  money  reimbursed  to  the  States  when 
there  is  not  any  way  to  pay  for  it  up  here. 

Now,  what  goes  around  comes  around.  When  we  get  to  $350  mil¬ 
lion  do  you  want  to  fund  crime  more,  do  we  want  to  build  more 
Federal  prisons,  we  want  to  do  all  these  things — put  50,000  new 
policemen  on  the  beat,  right?  All  of  this  comes  out  of  the  same 
funding  pot,  and  now  we  are  sajdng  but  we  will  just  cut  the  judici¬ 
ary  another  big  chunk  and  we  will  pay  for  this  program. 
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I  understand  that  INS  has  information  on  whether  or  not  crimi¬ 
nals  incarcerated  in  State  prisons  are  foreign-bom  but  not  on 
whether  they  are  illegal  aliens.  Is  that  true? 

Ms.  Meissner.  That  is  correct.  With  the  foreign-bom  we  then 
have  to  determine  who  among  those  are  illegal  or  who  are  legal 
and  deportable. 

Senator  DOMENICI.  And  you  are  going  to  be  in  ciarge,  you  are 
going  to  administer  the  program? 

Ms.  Meissner.  That  is  correct. 

Senator  Domenici.  You  are  going  to  be  in  charge  of  verifying  the 
number  of  illegal  aliens  in  State  prisons? 

Ms.  Meissner.  That  is  correct,  and  we  would  be  doing  that,  and 
are  doing  that  in  any  event,  as  a  part  of  the  institutional  hearing 
program  which  is  one  of  the  five  msgor  pieces  in  the  1995  budget 
request  apart  from  this  reimbursement  program. 

Senator  Domenici.  How  do  you  intend  to  do  that  when  obviously 
you  have  just  answered  the  question  that  you  do  not  know? 

Ms.  Meissner.  We  do  this  oy  interviewing  the  people. 

Senator  Domenici.  So  that  is  going  to  cost  more  money  to  do 
that? 

Ms.  Meissner.  As  I  said,  we  would  be  doing  that  in  any  event 
as  a  part  of  an  institutional  hearing  promram  which  is  one  of  the 
initiatives  in  the  Immigration  Service’s  budget.  The  institutional 
hearing  program  is  an  effort  to  move  illegal  aliens  or  de^rtable 
prisoners  out  of  State  facilities  and  Federm  facilities  as  quickly  as 
possible  with  deportation  hearings  while  they  are  serving  their  sen¬ 
tences. 

So  our  effort  to  determine  illegal  and  legal  status  among  the  for¬ 
eign-bom  is  one  that  is  important  and  ongoing  for  reasons  apart 
from  the  State  reimbursement  effort, 

ILLEGAL  ALIENS 

Senator  Domenici.  Well,  the  chairman  spoke  of  illegal  aliens 
awaiting  de^rtation  through  various  processes  never  getting  de¬ 
ported  and  Tbeing  turned  loose,  and  some  on  good  behavior  that 
they  will  come  back.  I  think  we  are  trying  to  correct  some  of  that 
in  New  York,  but  I  do  not  know  that  while  we  are  correcting  it 
what  we  are  doing  in  a  city  like  Albuquerque. 

I  have  got  a  report  from  Albuquerque  that  immigrants  who  are 
apprehended  are  often  released  without  any  effort  being  made  to 
be  sure  that  they  returned  to  Mexico.  This  is  particularly  a  prob¬ 
lem  on  weekends  when  there  are  insufficient  personnel  available  to 
transport  these  aliens  to  detention  centers  and  they  are  just  being 
released  in  Albuquerque,  NM.  The  Albuquerque  Office  of  Immigra¬ 
tion  and  Naturalization  say  they  do  not  have  enough  funds  to  con¬ 
tract  for  local  imprisonment.  Are  you  aware  of  this  situation,  and 
if  not,  will  you  look  into  it? 

I  think  this  is  just  because  Albuquerque  is  a  little  bit  rural  com- 

f)ared  to  New  York  City  or  San  Diego.  We  are  still  having  a  prob- 
em,  if  this  is  occurring. 

Ms.  Meissner.  As  a  result  of  our  phone  conversation  on  this  sev¬ 
eral  weeks  ago  I  can  tell  you  that  within  the  last  month  we  have 
put  additions  funds  into  Albuquerque  for  detention  purposes.  We 
nave  some  additional  staff  coming  in  there  to  deal  with  the  deten- 
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tion  situation.  I  think  that  in  Albuquerque  this  will  be  freeing  us 
up  in  ways  that  are  responsive  to  your  concerns. 

CRIME  BILL 

Senator  Domenici.  Do  you  know  whether  the  administration  has 
a  position  on  whether  they  support  the  trust  fund  for  funding  the 
crime  bill,  the  trust  fund  established  in  the  Senate  wherein  we  put 
all  of  the  savings  from  the  full-time  equivalency  reductions  into  a 
trust  fund? 

Ms.  Meissner,  My  understanding  is  that  not  only  do  we  support 
the  trust  fund  but  the  msgor  portion  of  the  Immigration  Service’s 
funding  proposal  for  fiscal  year  1995  is  targeted  to  come  from  that 
trust  fund. 

Senator  Domenici.  We  will  suggest  again  for  the  record,  just  be¬ 
cause  the  chairman  and  I  will  be  the  ones  trying  to  find  the  money 
in  the  crime  bill,  that  even  the  trust  fund  does  not  give  us  nearly 
enough  to  fund  the  programs  that  the  President  is  asking  for  or  the 
Con^ss  is  passing.  It  may  in  the  second,  third,  and  fourth  year, 
but  in  1995  it  is  a  whopping  amount  of  money  short  of  where  we 
need  to  go. 

Let  me  talk  a  minute — I  was  going  to  talk  about  fingerprints,  but 
the  chairman  did. 


NEW  BORDER  PATROL  STATION 

The  Santa  Teresa  port  of  entry:  I  think  you  are  familiar  with  it, 
and  I  think  we  talked  to  you  before  about  the  announcement  that 
the  El  Paso  sector  intended  to  provide  50  special  agents  for  a  new 
border  station  at  Santa  Teresa,  NM.  It  was  intended  that  a  tem¬ 
porary  facility  be  established,  with  a  possibility  of  a  permanent  one 
in  the  future.  Obviously,  I  believe,  this  is  going  to  be  a  big  port  in 
the  future,  just  because  all  the  others  are  too  crowded  and  it  is  in 
a  pretty  good  location.  What  is  the  status  of  the  plans  for  this  new 
facility,  temporary  or  otherwise,  at  Santa  Teresa? 

Ms.  Meissner.  Well,  we  had  a  temporary  facility  that  the  Border 
Patrol  thought  could  be  moved  in,  but  we  then  learned  that  there 
were  not  the  proper  electricity  and  sewage  and  water  systems  and 
so  forth.  So  the  Border  Patrol  has  now  submitted,  as  a  matter  of 
fact  just  this  week,  what  its  requirements  would  be.  Within  the 
next  30  days  we  will  know  whether  those  can  be  met  from  existing 
facilities  that  are  available  or  whether  we  will  have  to  go  the  con¬ 
struction  route.  So  within  30  days,  we  should  be  able  to  meet  your 
timetable. 

Senator  DOMENICI.  So  you  will  be  able  to  tell  this  committee,  in 
response  to  this  question  today  with  a  copy  of  your  report  to  me 
on  what  is  the  principal  reason  you  could  not  do  it?  If  that  is  infra¬ 
structure,  you  can  tell  us  that? 

Ms.  Meissner.  Exactly.  I  mean,  the  reason  we  could  not  put  the 
temporary  facility  in  was  that  it  was  going  to  cost  $250,000  to  do 
the  prep  work  and  so  forth.  We  now  have  new  engineering  speci¬ 
fications  from  our  field  people  that  will  take  us  30  days  to  review 
vis-a-vis  what  existing  facilities  that  might  be  available.  At  the  end 
of  that  30  days  we  will  know  whether  we  can  move  into  something 
that  already  is  in  the  area  or  whether  we  will  have  to  do  new  con¬ 
struction. 
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If  we  have  to  do  the  construction  it  will,  of  course,  take  longer. 
If  we  can  locates  something  that  is  appropriate  for  modiiication  or 
even  appropriate  as  it  is,  we  would  be  able  to  be  in  within  probably 
90  days. 

COMMITTEE  NOTIFICATION  OF  CRITICAL  DE\’ELOPMENTS 

Senator  Domenici.  Mr.  Chairman,  I  do  not  know  if  you  have 
raised  this  heretofore,  but  earlier  this  year  the  Immigration  and 
Naturalization  Service  decided  to  implement  the  congressional  en¬ 
hancement  for  Border  Patrol  without  any  consultation  or  notifica- 
tioi;  to  this  committee.  The  administration  did  see  fit,  however,  to 
discuss  this  op<mly  at  public  meetings  with  members  of  the  delega¬ 
tion  from  California. 

I  have  no  obiection  to  the  administration  announcing  this  with 
anyone,  but  it  does  seem  to  me  that  this  subcommittee,  which  actu¬ 
ally  voted  on  that  in  this  committee  and  gave  that  resource  to  you, 
should  be  advised  when  you  intend  to  implement  a  program,  ft  is 
implemented  slightly  differently  than  we  had  recommended. 

Senator  Hollings.  Ms.  Meissner  recognized  that  fact  and  said 
we  are  going  to  work  together. 

Ms.  Meissner.  I  pleaded  for  a  fresh  start,  and  I  mean  that  sin¬ 
cerely. 

Senator  DOMENICI.  I  was  surprised  because,  you  know,  I  have 
been  at  this  for  a  while,  but  I  saw  the  pronouncements  as  to  who 
did  all  of  that  and  where  the  authorizations  came  from. 

Senator  Hollings.  Well,  to  sum  things  up,  you  have  got  your  de¬ 
cision  discontinuing  fingerprinting,  and  tnen  the  improvements 
needed  in  tb^  asylum  program  with  regard  to  the  excludables  with 
the  judge  saying  80  percent  of  them  are  never  seen  again.  Then, 
$92  million  that  you  are  short  in  the  examinations  fees.  And,  you 
are  asking  for  another  $350  million  from  a  cut  in  the  courts  ac¬ 
count  and  an  increase  in  the  FCC  fees  that  are  not  going  to  hap¬ 
pen,  I  can  tell  you  that  right  now.  So  we  have  got  a  problem  work¬ 
ing  out  your  appropriation.  There  is  not  any  question  about  it. 

We  will  get  tnese  questions  on  the  floor,  but  whoever  picked  out 
seven  States  to  be  reimbursed  and  not  the  State  of  New  Mexico, 
they  must  be  whistling  Dixie  over  there.  Th^  do  not  even  have 
good  common  sense,  and  you  can  tell  Leon  Panetta  I  said  that. 
[Laughter.] 

Senator  Domenici.  He  probably  figured  we  were  insignificant 
again. 


ADDITIONAL  COMMITTEE  QUESTIONS 

Senator  Hollings,  I  do  have  some  other  questions  we  want  to 
submit  for  the  record. 

[The  following  Questions  were  not  asked  at  the  hearing,  but  were 
submitted  to  the  Department  for  response  subsequent  to  the  hear¬ 
ing:] 


Questions  Submitted  by  Senator  Ernest  F.  Rollings 

AVAILABILITY  OF  FISCAL  YEAR  1994  SPENDING  PLAN 

Question.  This  Committee  was  instrumental  in  providing  the  INS  with  a  $129  mil¬ 
lion  enhancement  in  fiscal  year  1994.  Included  in  this  fading  was  $45  million  to 
hire  an  additional  600  Border  Patrol  agents. 
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On  Januaiy  25,  1994,  we  read  in  the  Los  Angeles  Times  an  article  outlining  ^our 
plans  for  allocating  this  $45  million  Border  Patrol  enhancement.  Instead  of  hiring 
600  new  agents,  the  article  described  your  plan  of  hiring  350  new  agents  and  rede¬ 
ploring  to  the  border  192  agents  currently  performing  administrative  functions. 

When  the  Committee  stem  attempted  to  learn  the  details  of  the  INS  plan  for  allo¬ 
cating  the  $46  million  Border  Patrol  increase,  they  were  told  nothing  was  official 
and  they  could  not  have  any  information. 

Then,  on  Febru«^  3,  1994,  we  learned  the  details  of  the  spending  plan  had  been 
shared  with  our  distinguished  colleague,  Senator  Feinstein,  but  that  we  still  could 
not  have  any  substantive  information. 

It  was  not  until  Senator  Domenici  and  I  contacted  the  Attorney  General — well 
after  the  INS  had  gone  public  with  its  plans  for  spending  the  fisc^  year  1994  en¬ 
hancement — that  we  were  given  any  details  of  the  proposal.  Were  you  directly  in¬ 
volved  in  the  “order”  not  to  provide  this  Committee  with  details  of  your  fiscal  year 
1994  spending  plan?  If  not,  who  was? 

Answer.  I  was  involved  in  embargoing  the  information  about  the  allocation  of  the 
$45  million  Border  Patrol  enhancement  for  fiscal  year  1994.  In  conjunction  with  offi¬ 
cials  of  the  Department  of  Justice  Associate  Attorney  General’s  Office  and  elsewhere 
in  the  Executive  Branch,  we  planned  a  February  3  release  of  this  information  along 
with  a  description  of  the  immigration  initiatives  to  be  included  in  the  Administra¬ 
tion’s  fiscal  Year  1995  budget  request. 

I  regret  that  we  were  not  able  to  give  your  staff  written  materials  on  February 
2,  altiiough  we  were  prepared  to  give  you  a  verbal  briefing.  I  further  regret  that 
Senator  Feinstein  was  able  to  secure  this  information  before  you  and  Senator  Do¬ 
menici. 

Question.  Do  you  believe  this  Committee  has  the  responsibility  for  the  oversight 
of  the  expenditure  of  the  fiinds  it  appropriates? 

Answer.  The  Service  recognizes  the  Committee’s  oversight  responsibility  and 
plans  to  cooperate  in  every  respect  to  assure  that  the  members  and  staff  are  in¬ 
formed  regarding  the  Service’s  progress  in  implementing  initiatives  supported  by 
the  appropriation  as  well  as  other  developments  of  interest  to  the  Committ^. 

Question.  When  an  agency  decides  to  spend  its  resources  in  a  manner  different 
than  that  provided  in  the  Appropriations  Act,  do  you  believe  the  Committee  must 
be  notified  oefore  such  a  decision  is  implemented? 

Answer.  Consistent  with  Section  605  in  the  General  Provisions  of  the  Appropria¬ 
tions  Act,  the  Committee  should  be  informed  of  such  differences.  In  addition  to  for¬ 
mal  notifications,  the  Service  recognizes  that  it  is  important  to  keep  the  Committee 
informed  regarding  developments  in  critical  areas  of  operations. 

Question.  What  steps,  it  any,  did  you  take  after  the  February  incident  to  improve 
your  staffs  communications  with  this  Committee? 

Answer.  The  Service  has  taken  steps  to  improve  communications  with  the  Com¬ 
mittee  and  will  arrange  periodic  briefings  with  the  Committee’s  staff  to  keep  them 
up-to-date  regarding  budget  issues  and  progress  being  made  in  implementing  initia¬ 
tives  supported  in  the  appropriation. 


DECISION  TO  CEASE  FINGERPRINTING  IMMIGRANTS 

Question.  After  our  February  experience  with  the  INS,  I  was  shocked  to  read  in 
the  paper  of  an  action  you  had  taken  two  weeks  earlier  to  cease  conducting  finger¬ 
print  cnecks  on  immigrants  applring  for  residency  in  the  United  States. 

First,  I  couldn’t  befieve  the  iNS  would— just  two  months  later — completely  ignore 
the  reprogramming  authority  contained  in  the  Appixmriations  Act. 

Second,  I  thought  the  rationale  that  the  number  of  immigrants  found  to  have  seri¬ 
ous  criminal  records  was  small — maybe  one  percent  of  the  total  applying  for  resi¬ 
dency — was  lame.  I  think  the  paper  indicated  that  9,000  of  the  890,000  had  criminal 
records.  Well,  that’s  one  too  many  for  me! 

Why  was  this  Committee  not  consulted  prior  to  your  implementation  of  this  policy 
change? 

Answer.  At  the  time  that  the  decision  was  made  to  implement  the  policy  change, 
the  Service  was  confuted  with  a  situation  in  which  two  major  requirements  had 
to  be  met.  One  was  the  requirement  to  submit  a  r^rogramming  request  to  notify 
the  Congress  of  the  change.  The  other  was  that  INS  had  to  take  inimediate  action 
in  response  to  a  drop  in  the  number  of  applications  for  immigration  benefits  and 
the  decline  in  fee  receipts  in  the  Immigpration  Examinations  Fee  Account.  The  deci¬ 
sion  regarding  fingerprint  checks  was  one  of  a  number  of  steps  which  were  taken 
in  tile  management  interests  of  the  agency  and  in  the  interest  of  financial  respon¬ 
sibility.  'These  considerations  led  to  the  decision  to  move  ahead  with  the  policy 
change  in  advance  of  consultation  with  the  Congress. 
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Question.  Were  you  aware  of  the  reauirement  under  Section  606  of  our  appropria- 
tions  Act  to  notify  this  Committee  at  least  fifteen  days  in  advance  of  axw  action  to 
increase  or  decrease  a  program  or  project  by  the  lesser  of  $500,000  or  10  percent? 

Answer.  The  Service  is  aware  of  the  reouirements  contained  in  Section  605  of  the 
General  Provisions  of  the  Appropriations  Act. 

Question.  What  kind  of  assurances  can  you  give  this  Committee  that  the  INS  is 
going  to  stop  acting  independently — without  regard  to  Congressional  directives  or 
oversight? 

Answer.  The  Service  has  taken  steps  to  work  with  the  Committee's  staff  to  main¬ 
tain  a  higher  level  of  information  and  communication  with  the  goal  of  supporting 
the  Committee's  oversight  function  through  more  frequent  and  productive  dialogues. 


ASSIGNMENT  OF  ADDITIONAL  BORDER  PATROL  AGENTS 

Question.  After  my  trip  to  the  Califomia/Mexico  border  last  Winter,  there  was  no 
question  in  my  mind  that  the  San  Diego  Sector  needed  additional  Border  Patrol 
agents. 

But  there  has  been  a  good  deal  of  discussion  over  allocating  the  350  to  onlv  two 
locations — 300  to  San  Diego  and  50  to  £1  Paso.  Granted,  you  plan  to  sprinkle  the 
192  redeployed  agents  to  other  sectors  along  the  border  but  uiere  are  some  that 
worry  the  criminal  alien  traffic  will  shift  to  the  areas  given  less  attention. 

Could  you  please  briefly  describe  your  fiscal  year  1994  border  enforcement  plan, 
including  the  particular  assignment  of  agent  strength? 

Answer.  Congress  provided  $45  million  and  681  positions  in  fiscal  year  1994,  of 
which  $30  million  will  be  used  to  add  350  new  agents  and  231  support  positions, 
$7  million  for  resource-multiplying  technologies,  $6  million  to  restore  proposed  cuts 
to  the  Border  Patrol  program,  ana  $1  million  for  operational  expenses  such  as  light¬ 
ing,  con\,racts,  and  transfers.  In  addition,  technology  such  as  infrared  scopes  and 
communications  equipment,  and  fully  equipped  vehiHes  are  being  purchased  to  pro¬ 
vide  Border  Patrol  agents  the  tools  to  do  their  job  most  efficien^. 

The  350  new  agents  will  be  located  in  the  San  Diego  and  £1  Paso  Sectors.  The 
hiring  of  the  additional  support  personnel  will  allow  the  redeployment  of  270  Border 
Patrol  Agents  to  enforcement  duties  on  the  line  in  nine  sectors:  San  Diego  (78),  El 
Centro  (10),  El  Paso  (64),  Del  Rio  (16),  McAllen  (44),  Marfa  (10),  Laredo  (10),  Tuscon 
(38),  and  Yuma  (10). 

Question.  Do  you  anticipate  that  all  new  and  redeployed  agents  will  be  on-board 
and  on-duty  by  the  end  of  the  fiscal  year? 

Answer,  it  is  anticipated  that  all  new  and  redeployed  agents  will  be  on-board  and 
on-duty  by  ^e  end  of  the  fiscal  year. 

Question.  When  will  you  conduct  your  sector-by-sector  analysis  to  determine 
whether  there  has  been  a  shift  in  boraer  traLic  that  requires  a  change  in  the  en¬ 
forcement  strategy? 

Answer.  INS  is  in  the  process  of  gathering  and  analyzing  information  regarding 
changes  in  entry  patterns  and  reasons  for  possible  shifts  in  illegal  traffic  on  the  bor¬ 
der.  Strategic  plans  are  currently  being  developed  sector  by  sector  across  the  South¬ 
west  border  to  be  able  to  expand  *^contiol  through  deterrence"  and  deal  with  possible 
shifts  in  traffic.  Placement  of  resources  received  in  1995  and  the  formulation  of  1996 
requirements  will  depend  on  this  on-going  analysis  and  strategic  planning. 

Question.  I  have  been  told  Iw  Senator  DeConcini  that  there  has  already  been  a 
significant  shift  to  the  Tucson  Sector— since  your  announcement  to  focus  on  El  Paso 
and  San  Diego,  the  Tucson  Sector  has  broken  its  apprehension  records  and  violence 
is  on  the  rise.  Do  you  expect  to  address  this  situation  before  the  end  of  the  fiscal 
year. 

Answer.  Plans  for  the  Tucson  Sector  include  the  hiririg  of  support  personnel  to 
permit  the  redeployment  of  Border  Patrol  agents  from  non-enforcement  duties  to  the 
line.  By  the  end  of  the  fiscal  year,  38  agents  will  be  redeployed  in  that  sector. 

Plans  for  the  assigrmient  of  new  agents  have  been  made  for  this  year.  The  Service 
is  committed  to  gaming  control  of  uie  border  through  the  placement  of  resources 
based  on  strat^c  plans  and  the  continuous  measurement  of  border  enforcement  ef¬ 
fectiveness.  INS  wul  continue  to  assign  all  new  agents  to  locations  based  on  an  on¬ 
going  analysis  indicating  the  strategic  need  for  agents  to  gain  that  control.  The 
Service  does  not  anticipate  changing  cun*ent  plans  this  year  for  the  assignment  of 
new  agents. 


EXAMINATIONS  FEE  ACCOUNT 

Question.  This  Committee  authorized  $347.5  million  for  the  INS  Examinations 
Fee  Account  in  fiscal  year  1994.  Realizing  your  revenue  projections  were  down,  you 
only  allocated  $305.1  million,  an  initial  i*eduction  of  $42.4  million. 
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Based  on  first  quarter  data,  INS  determined  that  their  Exams  Fee  receipts  had 
dropped  even  further  and  that  nn  additiona]  $30  million  reduction  to  $274.9  million 
was  necessary. 

A  mid-yeiir  review  now  foresees  even  fewer  receipts  necessitating  another  reduc¬ 
tion  of  $20  million — bringing  the  total  shortfall  in  anticipated  revenue  to  $92.4  mil¬ 
lion. 

What  is  the  reason  for  this  $92.4  million  shortfall  in  anticipated  fee  collections? 
Answer,  A  megor  portion  of  the  shortfall  is  due  to  a  decline  in  th<,‘  number  of  ap¬ 
plications  for  immigration  benefits.  The  receipts  of  several  large-volume  applications 
nave  declined.  Approximately  36  percent  of  the  projected  annual  receipts  is  com¬ 
prised  of  relative  petitions,  naturalization  applications,  and  “green-caxd”  replace¬ 
ment  applications.  The  number  of  naturalization  and  "green-card”  replacement  ap¬ 
plications  is  significantly  lower  than  originally  projected.  In  addition  to  the  decrease 
in  the  number  of  naturalization  and  "green-card”  applications,  the  amount  of  reve¬ 
nue  generated  by  relative  petitions  is  declining.  The  increase  in  revenue  and  work¬ 
load  generated  from  the  "green  card”  replacement  program  somewhat  offset  the 
overall  decrease  in  other  areas  in  fiscal  year  1993. 

In  addition  to  the  lar^e  increase  in  “green-card”  replacement  applications  realized 
in  fiscal  year  1993,  it  is  assumed  that  the  increase  in  naturalization  applications 
received  in  fiscEil  year  1993  was  a  result  of  the  “g^een-card”  program,  i.e.  immi¬ 
grants  chose  to  naturalize  instead  of  renewing  their  “green  cards”.  It  is  also  as¬ 
sumed  that  a  correlation  exists  between  the  decrease  in  the  number  of  each  in  fiscal 
year  1994. 

Another  factor  contributing  to  the  fluctuation  in  applications  filed  relates  to  the 
approximately  3  million  persons  who  were  granted  amnesty  under  the  Legalization 
program.  As  this  population  adjusted  to  permanent  resident  status,  they  began  fil¬ 
ing  relative  petitions  for  their  immediate  relatives.  This  created  a  large  increase  in 
applications  filed  during  fiscal  year  1991  and  fiscal  year  1992  As  this  group  be¬ 
comes  eligible  to  naturalize,  they  will  continue  to  generate  work  over  time,  but  it 
will  generally  be  of  decreasing  magnitude. 

In  addition  to  the  shortfall  due  to  the  decline  in  the  number  of  applications  for 
benefits,  fee  receipts  are  below  earlier  projections  as  a  result  of  delays  in  the  imple¬ 
mentation  of  a  fee  rate  increase  for  existing  fees. 

Question.  If  the  revenue  shortfall  is  a  result  of  fewer  fee  receipts,  doesn’t  that 
translate  into  a  decreased  number  of  people  requesting  adjudication  services? 

Answer.  The  shortfall  is  due,  in  part,  to  a  decrease  in  uie  number  of  applications 
for  immigration  benefits. 

Question.  If  so,  wouldn’t  it  follow  that  you  have  a  smaller  workload  and  should 
be  reducing  the  size  of  your  payroll? 

Answer.  In  fee-supported  programs,  staffing  and  support  are  tied  to  the  availabil- 
itv  of  resources.  Adjustments  have  to  be  made  for  workload  variations.  In  the  case 
of  the  Examinations  Fee  Account,  an  extensive  analysis  of  the  workload  is  now 
being  done,  along  with  a  review  of  all  resource  requirements  in  the  Account,  includ¬ 
ing  staffing  levels.  The  Service  is  not  yet  in  a  position  to  determine  whether  staffing 
reductions  are  warranted.  However,  the  agency  has  implemented  a  hiring  freeze 
while  this  review  is  being  undertaken. 

Question.  If  the  fee  you  charge  those  seeking  permanent  residence  status  in  the 
United  States  includes  the  funding  to  recoup  your  cost  of  performing  fingeiprint 
checks,  how  would  the  elimination  of  those  checks  have  saved  your  $3  million? 

Answer.  Reducing  the  number  of  fingen>rint  checks  performed  by  the  FBI  would 
have  allowed  the  Service  to  use  “freed-up'^  resources  to  cover  existing  costs  in  other 
areas  within  the  account.  Tliis  decision  was  made  in  view  of  the  need  to  take  deci¬ 
sive  action  in  response  to  a  revenue  shortfall  in  the  Immigration  Examinations  Fee 
Account  and  was  considered  a  temporary  measure  based  on  the  historically  low  “hit” 
rate  such  cases  yield. 

Question.  How  could  you  charge  the  same  fee  if  your  costs  no  longer  included  the 
fingerprint  check? 

Answer.  INS  would  continue  to  require  the  submission  of  fingerprint  cards  and 
charge  the  same  fee  so  that  the  costs  of  a  fingerprint  check  would  be  recovered 
through  the  fee  in  the  event  that  the  review  of  the  application  for  immigration  bene¬ 
fits  and  the  FBI  name  checli  indicated  that  the  fingerprint  check  was  necessary.  The 
decision  to  reduce  the  num^ber  of  fingerprint  che<^  was  made  in  view  of  the  need 
to  take  decisive  action  in  nisponse  to  a  revenue  shortfall  in  the  Immigp'ation  Exami¬ 
nations  Fee  Account  and  was  considered  a  temporal^  measure  based  on  the  histori¬ 
cally  low  *Tut”  rate  such  esses  yield.  In  addition,  periodic  fee  reviews  are  performed 
to  reflect  a4justments  in  pix^esses  and  related  costs. 


77-190  -  94  -  24 


Question.  Your  fiscal  year  1995  request  assumes  receipts  of  $353  million — some 
$98  million  above  the  level  you’re  operating  at  now.  Will  you  be  submitting  a  budget 
amendment  to  refiect  these  lower  fee  projections? 

Answer.  The  Service  is  still  evaluating  the  fiscal  year  1995  projection.  Based  on 
preliminary  data,  we  expect  fiscal  year  1995  to  show  a  small  increase  over  the  cur¬ 
rent  fiscal  year  1994  projection,  but  considerably  lower  than  that  shown  in  the  fiscal 
year  1995  Congressional  budget.  The  fiscal  year  1995  projection  assumes  implemen¬ 
tation  of  a  rate  Increase  in  fiscal  year  1994. 

As  the  estimate  is  refined,  further  information  on  the  receipt  estimates  and  budg¬ 
et  levels  wiU  be  provided.  We  anticipate  the  need  to  submit  a  budget  amendment 
for  this  account  and  will  consult  with  the  Department  of  Justice  and  the  Office  of 
Management  and  Budget. 

PRIORITY  RANKING  OF  IMMIGRATION  INITIATIVES 

Question.  The  fiscal  year  1995  budget  request  for  the  INS  includes  program  en¬ 
hancements  totalling  $327  million,  the  majoriW  of  which  are  requested  as  part  of 
the  Crime  Control  Fund.  I  believe  the  split  is  $63  million  in  the  direct  appropriation 
vs.  $264  million  in  the  Crime  Fund. 

The  direct  appropriation  seeks:  $30  million  to  promote  the  naturalization  of  resi¬ 
dent  aliens;  ana  $3u  million  to  stren^en  the  employer  sanctions  program. 

The  Crime  Fund  seeks:  $181  million  to  strengthen  border  control;  $55  million  to 
expedite  the  removal  of  criminal  aliens;  and  $64  million  for  comprehensive  asylum 
reform. 

Does  the  place  from  which  you  are  requesting  the  funding  to  support  your  immi¬ 
gration  initiatives  reflect  the  importance  INS  places  on  the  various  proposals? 

Answer.  The  sources  of  funding  requested  for  the  comprehensive  immi^ation  re¬ 
form  initiative  do  not  refiect  the  importance  the  Service  places  on  its  five  initiatives. 
The  three  parts  included  in  the  proposal  for  funding  from  the  Crime  Control  Fund 
are  enforcement-oriented  and  are  covered  under  the  broad  scope  of  activities  defined 
for  the  Fund  as  it  is  defined  in  the  Senate  version  of  the  crime  bill. 

The  parts  of  the  initiative  which  address  employer  sanctions  and  naturalization 
do  not  appear  to  be  appropriate  for  funding  firom  the  Crime  Control  Fund  as  it  is 
currently  defined  and  nave  been  included  in  the  INS  Salaries  and  Expenses  request. 

Question.  Is  increased  border  enforcement  less  important  to  the  INS  than  promot¬ 
ing  the  naturalization  of  resident  aliens? 

Answer.  These  parts  of  the  total  initiative  are  equally  important  in  addressing 
si^ficant  areas  in  the  Nation’s  immigration  policy.  The  resources  requested  for  fis¬ 
cal  year  1995  will  have  a  positive  impact  on  what  many  have  come  to  see  as  iin 
intractable  problem.  Past  efforts  to  adaress  border  control  have  been  piecemeal  and 
resource  levels  were  noi  consistent  with  the  nature  and  extent  of  the  problem  being 
addressed. 

Likewise,  the  naturalization  program  has  not  received  the  attention  that  it  merits 
within  the  extensive  INS  mission.  The  initiative  is  a  response  to  the  need  to  help 
bring  newcomers  to  this  country  into  full  participation  in  our  society  and  its  demo¬ 
cratic  institutions.  It  is  a  two-part  effort  to  inform  eligible  immigrants  about  the 
benefits  of  naturalization  and  to  encourage  them  to  apply.  Coupled  with  this  is  a 
plan  to  streamline  the  process  and  add  resources  to  assure  that  applications  are  re¬ 
viewed  and  acted  upon  in  a  timely  manner. 

There  are  approximately  5  million  legal  immigrants  in  the  country  eligible  for 
naturalization.  In  addition  to  this  large  group,  about  3  million  additional  aliens  who 
became  legal  permanent  residents  under  the  legalization  Program  will  become  eligi¬ 
ble  to  apply  tor  this  benefit  in  1994  and  1995.  It  is  in  the  nation’s  best  interest  to 
inform  these  individuals  about  the  benefits  of  naturalization  and  to  encourage  them 
to  become  citizens. 

Question.  Could  you  please  provide  for  the  record  your  priority  ranking  of  the  par¬ 
ticular  enhancements  the  INS  has  requested? 

Answer.  The  five  components  of  the  total  immigration  reform  initiative  for  fiscal 
year  1995  cannot  be  separated  and  ranked.  They  have  been  developed  as  an  inte¬ 
grated  approach  in  response  to  a  complex  national  policy  issue  which  has  been  given 
a  high  priority  by  the  Administration. 

Illegm  immigration  is  a  continuing  problem  which  threatens  this  country’s  immi¬ 
grant  traditions  and  reduces  the  ability  of  State  and  local  governments  to  provide 
quality  human  services.  The  public  has  lost  confidence  in  the  Federal  Government’s 
ability  to  handle  this  problem.  The  Federal  role  in  controlling  the  borders  is  clear 
and  it  is  imperative  that  the  Federal  Government  take  this  responsibility  seriously. 
In  oi^er  to  maintain  fiscal  and  economic  security,  and  turn  the  rising  tide  of  nega¬ 
tive  sentiment  against  all  immigrants,  the  Federal  Government  must  take  aggres- 


sive  measures  to  secure  the  border  and  curb  ill^al  ixnmimtion  and  encourage 
those  who  qualify  to  become  full  participants  in  our  society  through  naturalization. 

This  Administration  is  committed  to  continue  its  leadership  in  finding  solutions 
to  this  important  and  controversial  problem.  The  President's  goal  for  reforming  the 
immigration  system  is  straightforward.  It  includes  rebuilding  and  revitalizing  the 
INS  and  acquiringtoe  resources  to  undertake  mqjor  initiatives  to  address  toe  immi> 
gration  promem.  The  multi-faceted  approach  presented  to  the  (ingress  has  the  po¬ 
tential  to  bring  about  changes  by:  controlling  the  border;  dealing  efiectively  with 
criminal  aliens;  reducing  the  “magnfet^  of  job  opportunities;  bringing  about  meaning¬ 
ful  reform  in  the  asylum  program;  and,  enhancing  efforts  to  naturalize  qualifi^ 
aliens. 

A  piecemeal  approach  to  this  mqjor  problem  will  not  be  sufficient.  It  requires  a 
significant  infusion  of  resources  now  and  a  long-term  future  commitment  in  order 
to  succeed. 

BORDER  PATROL  STAFF  INCREASE 

Question.  Many  of  mv  colleagues  from  the  Southwest  border  States  continue  to 
tell  me  that  more  Border  Patrol  officers  are  needed.  Their  requests  come  on  the 
heels  of  the  620  agents  that  we  will  hire  or  redeploy  to  toe  border  this  year. 

Your  request  for  fiscal  year  1995  seeks  an  additional  $10  million  to  hire  and  rede¬ 
ploy  another  390  Border  Patrol  Agents  to  toe  Southwest  border,  bringing  the  total 
additional  officers  on  the  border  in  fiscal  year  1994  and  1995  to  1,010.  Still,  I  hear 
that  this  is  not  enough. 

Why  does  your  $181  million  request  for  controlling  toe  border  not  allocate  more 
than  $10  million  to  hire  and  redeploy  additional  agents  to  the  Southwest  border? 

Answer.  The  1995  budget  request  for  additional  Border  Patrol  personnel  for  toe 
Southwest  border  takes  into  account  the  resources  being  placed  there  as  a  result 
of  the  1994  appropriation  as  well  as  the  total  resource  request  for  1995  which  will 
lead  to  the  more  effective  use  of  existing  personnel. 

Question.  It  appears  toe  INS  has  opted  instead  for  “equipment  and  systems”  to 
control  the  border.  Do  you  believe  this  will  be  more  effective  than  manpower  in  con¬ 
trolling  the  border? 

Answer.  The  resources  that  are  requested  to  gain  control  at  toe  border  represent 
a  carefully  selected  mix  of  agents,  support,  and  resource-multiplying  technologies 
designed  to  maximize  the  enforcement  effect  of  each  dollar  spent. 

In  fiscal  year  1994,  hiring  appropriate  support  staff  will  allow  agents  performing 
non-agent  duties,  such  as  welding  fences  or  repairing  vehicles,  to  be  returned  to  the 
line  at  a  fraction  of  the  cost  of  hiring  a  new  agent.  In  fiscal  year  1995,  investments 
in  key  technologies  such  as  automated  booking  stations,  integrated  enforcement 
data  systems  (Er^ORCE),  and  night  vision  equipment,  as  well  as  additional  fencing 
and  lighting  will  allow  both  new  agents  and  agents  already  on-board  to  be  more  pro¬ 
ductive  and  effective.  Agents  will  spend  less  time  on  paperwork  and  more  time  per¬ 
forming  enforcement  duties  on  the  line. 

The  strategy  of  “prevention  through  deterrence,”  rather  than  ever  increasing  ap¬ 
prehensions,  is  designed  to  disrupt  the  “revolving  door”  at  the  border.  Although 
agents  remain  our  most  important  enforcement  resource,  a  lean,  well -supported,  and 
well-equipped  agent  force  is  the  key  to  maximizing  the  Service’s  enforcement  dol¬ 
lars. 


LAND  BORDER  INSPECTORS 

Question.  I  note  that  your  request  includes  no  new  funding  to  hire  additional  land 
border  inspectors.  When  I  visited  the  Califomia/Mexico  border  last  Winter,  I  was 
shocked  by  toe  long  lines  of  cars  waiting  to  cross  into  the  United  States.  These  lines 
were  particularly  frustrating  to  the  folks  waiting  in  them  when  they  can  see  that 
so  many  of  the  lanes  are  closed  and  unmanned.  I’m  told  that,  at  most,  only  60  per¬ 
cent  of  the  lines  are  open  during  any  given  time. 

It’s  probably  faster  to  enter  illegally — on  foot — than  waiting  to  cross  through  an 
open  inspection  lane.  Maybe  that’s  why  they  have  those  signs  that  warn  motorists 
or  crossing  pedestrians  instead  of  deer. 

Do  you  believe  there  is  a  need  for  additional  land  border  inspectors  to  facilitate 
traffic  at  the  border? 

Answer.  There  is  a  need  for  additional  land  border  inspectors  to  facilitate  border 
traffic.  The  Service  will  add  200  inspectors  after  border  service  charges  go  into  effect 
later  this  fiscal  year.  The  new  personnel  will  have  a  positive  impact  on  traffic  at 
toe  ports-of-cntoy. 

Traffic  througn  the  ports-of-entry  can  be  facilitated  by  other  means.  One  ap¬ 
proach,  already  implemented  in  one  loc^ition  on  toe  Northern  border,  is  toe  use  of 
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dedicated  commuter  lanes  which  expedite  the  flow  of  frequent  crossers  into  the 
countty.  The  Service  has  been  working  closely  with  the  Customs  Service  to  open  ad- 
ditionai  projects  at  locations  on  the  Northern  border.  However,  projects  on  the 
Southern  border  are  not  permitted  pursuant  to  language  contained  in  tne  extension 
of  the  authorization  for  the  pilot  projects. 

Another  potential  means  of  facmitatin^  traffic  at  land  border  ports-of-entr^^  is  the 
automation  of  the  inspection  process  u^ng  biometric  technolo^  in  performing  the 
inspection.  This  technolo^  is  currently  being  tested  in  the  INS  Passenger  Acceler¬ 
ated  Service  System  (IN^ASS)  at  Newark  International  Airport  in  New  Jersey  and 
at  John  F.  Kennedjr  International  Airport  in  New  York. 

This  application  is  being  considerea  for  Automated  Permit  Ports  (APP)  which  are 
being  proposed  to  facilitate  entry  to  the  U.S.  for  frequent  low-risk  border  crossers 
in  remote  Northern  border  areas.  Frequent  border  crossers  from  the  local  area,  who 
have  applied  and  been  granted  a  special  entry  permit,  will  be  able  to  enter  the  coun¬ 
try  through  the  port  at  times  when  officer  staffing  is  not  available  and  the  port  is 
normally  closed.  The  system  will  use  biometric  data  (i.e.,  hand  print  characteristics) 
to  compare  with  locally-stored  data  on  the  entrant’s  physical  characteristics.  The 
use  of  APPs  would  be  voluntary  and  a  fee  would  be  chs^ed. 

Question.  In  last  year’s  appropriation  bill,  we  authorized  the  INS  to  hire  200  new 
land  border  inspectors.  The  revenue  to  hire  these  inspectors  was  to  come  from  a  new 
fee  to  be  charged  for  replacement  border  crossing  cards. 

Has  this  new  fee  for  replacement  border  crossing  cards  been  promulgated  by  the 
INS  yet? 

Answer.  The  rule  has  not  yet  been  issued.  A  proposed  rule  to  charge  fees  for  serv¬ 
ices  at  land  border  ports-of-entry  is  in  a  60-day  comment  period  which  ends  June 
13,  1994.  The  rule  is  anticipated  to  be  effective  in  September  1994. 

Question.  Will  the  new  fee  be  implemented  before  the  end  of  the  current  fiscal 
year? 

Answer.  It  is  anticipated  that  the  rule  will  be  effective  in  September  1994. 

Question.  If  so,  can  we  expect  the  hiring  of  any  additional  land  border  inspectors 
prior  to  the  end  of  the  fiscal  year? 

Answer.  Once  the  regulation  becomes  effective  and  fees  are  being  collected,  INS 
will  be  able  to  begin  hiring  the  additional  inspectors.  Since  the  new  fees  will  be  in 
effect  quite  late  in  the  fiscal  year,  the  Service  plans  to  fund  these  positions  in  fiscal 
year  1995. 

Question.  What  kind  of  financial  management  steps  are  you  taking  to  insure  the 
revenue  raised  from  this  new  fee  is  used  solely  for  the  hiring  of  additional  land  bor¬ 
der  inspectors  and  not  to  meet  the  shortfall  in  the  Examinations  Fee  Account? 

Answer.  The  Service  plans  to  establish  unique  Examinations  Fee  Account  codes 
within  the  financial  management  systems  to  identify  the  new  fees.  The  fees  have 
been  set  to  cover  the  costs  associated  with  services  provided  at  land  border  ports- 
of-entry.  The  costs  include  the  ftinding  of  additional  land  border  inspectors,  docu¬ 
ment  processing,  card  production,  and  administrative  and  support  activities  re¬ 
quired  to  perform  these  services. 

AIRPORT  INSPECTIONS 

Question.  Last  year,  the  Conference  agreement  included  a  $1  increase  in  the  in¬ 
spection  user  fee  charged  air  and  sea  travelers  entering  the  United  States.  I  believe 
the  fee  went  from  $5  to  $6  and  shows  up  as  part  of  the  ticket  price. 

This  increase  was  expected  to  generate  over  $50  million  in  resources  to  help  fund 
an  overseas  pre-inspection  program,  a  carrier  consultant  program,  and  additional 
detention  at  international  airports. 

We  took  a  great  deal  of  heat  from  the  Air  Transport  Association  for  increasing 
this  fee  but  promised  them  expedited  inspection  services. 

What  is  the  status  of  the  initiatives  tnat  were  to  be  funded  from  this  increased 
revenue? 

Answer.  Total  Immigration  User  Fee  Account  collections  for  fiscal  year  1994  are 
estimated  to  be  $276. 1  million,  exclusive  of  fines  for  enforcement  activities.  Of  tlus 
amount,  $34.3  million  is  expected  to  be  collected  as  a  result  of  the  $1  increase  in 
the  fee.  With  this  resource  level,  the  Service  has  moved  ahead  with  the  enhance¬ 
ments  for  inspections  personnel  which  were  included  in  the  budget  request  and  the 
airport  detention  emansion  added  by  the  Conferees. 

In  the  absence  or  authorizing  legislation,  the  Service  has  not  been  able  to  take 
action  on  the  items  approved  by  the  Conference  Committee  for  the  implementation 
of  an  expedited  exclusion  process.  The  Service  is  continuing  its  efforts  to  expand 
pre-inspection  operations  overseas.  Some  progress  has  been  made  with  the  govern¬ 
ments  of  the  Netherlands  and  Belgium. 
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Question.  Do  you  have  any  plans  to  use  some  of  these  increased  fee  receipts  to 
hire  additional  inspectors  here  in  the  U.S.?  If  so,  when  do  you  plan  to  authorize  the 
districts  so  that  the3r  can  begin  the  hiring  process? 

Answer.  The  Service  antidpates  that  increased  receipts  will  be  used  to  hire  addi> 
tional  inspectors.  Positions  will  be  allocated  to  several  districts,  including  Miami 
and  Los  Angeles. 

Question.  I  have  heard  that  some  districts  are  moving  very  slowly  in  filling  al> 
ready*funded  yet  vacant  inspector  positions.  I  think  20  percent  of  the  funded  inspec¬ 
tion  positions  at  Miami  International  Airport  are  currently  vacant.  Is  this  true? 

Answer.  Overall,  the  districts  move  as  quickly  as  possible  to  fill  positions  after 
an  allocation  has  been  received.  Some  are  able  to  move  faster  than  others  due  to 
the  availability  of  qualified  personnel  in  the  recruiting  area.  In  the  case  of  the 
Miami  International  Airport,  22  permanent  positions  were  assimed  to  that  location 
in  February,  temporarily  railing  the  vacancy  rate  at  that  airport. 

Question.  With  the  peak  toumt  season  quickly  approaching,  could  you  please  re¬ 
view  these  funded  vacancies  and  do  what  you  can  to  nil  them  so  we  don’t  start  hear¬ 
ing  from  our  carriers  that  the  INS  is  not  upholding  their  part  of  the  ba^ain? 

Answer.  The  Service  ib  aware  of  the  need  to  have  positions  filled  in  advance  of 
the  peak  international  travel  season.  Steps  have  been  taken  to  authorize  positions 
on  a  timely  basis  to  allow  adequate  lead  time  to  recruit  and  hire  to  fill  new  positions 
as  well  as  vacancies. 


NORTH  AMERICAN  FREE  TRADE  AGREEMENT 

Question.  Much  of  the  debate  on  the  North  American  Free  Trade  Agreement 
(NAFTA)  was  focused  on  trade  and  commercial  issues  and  not  on  border  control. 

I  am  concerned  that  the  implementation  of  NAFTA  will  not  only  increase  drug 
trafficking  across  our  southwest  border  but  also  make  it  more  difficult  to  keep  ille¬ 
gal  aliens  from  entering  our  coun^. 

Has  the  INS  developed  any  estimates  as  to  the  increased  resources  it  might  need 
as  a  result  of  NAFTA’s  full  implementation? 

Answer.  The  Service  does  not  expect  NAFTA  to  have  a  significant  impact  on  im¬ 
migration  inspections  or  on  illegal  border  crossings.  The  jp*eate8t  impact  of  the 
a^eement  will  be  associated  with  cargo  and  commercial  traffic  which  will  affect  the 
C^toms  ^rvice. 

There  is  a  study  in  process  with  the  General  Services  Administration,  the  Cus¬ 
toms  Service,  and  INS  to  develop  six-year  facility  plans  which  will  include  consider¬ 
ation  of  the  impact  of  the  trade  agreement.  INS  will  participate  in  this  study  and 
wOl  use  its  resiuts  to  assess  future  resource  requirements. 

Question.  Is  any  of  your  $181  million  initiahve  for  “Controlling  the  Border”  a  re¬ 
sult  of  an  estimated  workload  increase  due  to  NAFTA’s  implementation?  If  so,  how 
much? 

Answer.  The  initiative  for  “Controlling  the  Border”  does  not  contain  resources  re¬ 
lated  to  workload  changes  resulting  from  NAFTA’s  implementation. 

INCREASED  DETENTION  CAPACrTY 

Question.  Last  year,  the  Committee  provided  $40  million  to  substantially  increase 
the  detention  capacity  of  the  INS  in  Buffalo,  New  York,  San  Francisco,  California, 
El  Paso  Texas,  and  Ki^me,  Florida. 

What  is  the  status  of  these  construction  projects? 

Answer.  The  Bureau  of  Prisons  has  forwarded  $40.3  million  to  the  Service  for  the 
four  projects.  The  contracting  process  and  architectural  and  enmneering  studies 
have  begun  for  all  of  the  facuides.  Site  selection  has  begun  for  the  San  Francisco 
and  Buffalo  projects. 

NATIONAL  CRIMINAL  ALIEN  TRACKING  CENTER 

Question.  My  understanding  is  that  about  25  percent  of  the  inmates  in  the  Fed- 
er^  prison  system  are  foreign  bom.  Many  of  these  inmates  may  be  naturalized  citi¬ 
zens,  but  many  also  are  probably  illegal  aliens  who  may  be  subject  to  deportation. 

To  address  this  problem,  the  1988  Crime  Bill  and  the  Immigration  Act  of  1990 
called  for  the  creation  of  a  National  Criminal  Alien  Tracking  Center  to  help  Federal, 
State,  and  local  law  enforcement  determine  when  individuals  arrested  for  serious 
crimes  are  aliens  who  may  be  subject  to  deportation. 

In  fiscal  year  1994,  this  Committee  directed  the  INS  to  begin  implementation  of 
the  trackingcenter.  What  is  the  status  of  that  implementation? 

Answer.  The  NCATC  will  begin  operating  as  a  pilot  project  at  the  Eastern  Re¬ 
gional  Office,  Burlington,  VT,  in  June  1994.  The  scope  and  duration  of  the  project 
are  limited.  The  period  of  operation  will  run  six  months.  The  scope  of  the  operation 
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will  be  limited  to  the  receipt  of  inquiries  from  law  enforcement  agencies  in  the  State 
of  Arizona. 

Following  completion  of  the  pilot  project,  a  thorough  evaluation  will  be  carried  out 
to  assess  the  basic  soundness  and  operational  effectiveness  of  the  pnnect. 

The  full-time  enforcement  communications  resource  that  the  NuATC  promises 
will  provide  both  the  external  law  enforcement  community  and  the  Service  with  a 
rapid  and  reliable  mechanism  to  assist  in  the  identification  and  removal  of  aliens 
convicted  of  aggravated  felonies  from  the  U.S.  following  their  convi(  tion  and  comple¬ 
tion  of  their  sentences. 

Question.  While  the  Committee  is  aware  that  INS  plans  to  run  the  tracking  center 
on  a  limited  basis  in  an  initial  developmental  period,  does  the  IKS  expect  it  to  be 
fully  operational  by  fiscal  year  1996? 

It  is  not  yet  ^ssible  to  state  that  the  NCATC  will  be  operational  by  1996.  The 
Department  and  the  Service  have  agreed  to  await  the  results  of  the  evaluation  of 
the  pilot  project  before  obtaining  funding  for  a  permanent  center.  A  funding  level 
for  1995  has  not  been  determined. 

The  Service  is  developing  an  automated  enforcement  casework  system,  EN¬ 
FORCE,  that  would  facilitate  the  availabili^  of  the  information  needed  by  the  ana¬ 
lysts  at  the  NCATC.  Once  operational,  ENFORCE  will  consolidate  the  information 
used  by  analysts  at  the  Center.  As  a  result,  fewer  employees  and  less  space  will 
be  needed  for  the  criminal  alien  tracking  function  than  under  current  technology. 

A  permanent  location  for  the  center  has  not  been  designated. 

Question.  What  will  be  the  operational  costs  of  the  tracking  center  once  it  is  fully 
implemented? 

Answer.  The  operational  costs  of  the  fully-implemented  tracking  center  cannot  be 
estimated  until  the  test  has  been  carried  out  and  evaluated. 

RELEASE  OF  IMMIGRANTS — FAILURE  TO  APPEAR  FOR  HEARING 

Question.  It  is  my  understanding  that  current  aliens  who  arrive  in  our  country 
without  proper  documentation  are  called  “excludables".  Under  current  immigration 
law,  these  aliens  are  to  be  detained. 

>A^at  appears  to  be  happening,  however,  is  that  the  INS  books  these  aliens  arriv¬ 
ing  bv  boat — as  the  400  or  so  Haitians  just  did — into  a  detention  facility  and  then 
“paroles”  them  into  the  community.  However,  I  am  told  by  an  immigration  judge 
just  this  morning  that  his  no  show  rate  in  court  runs  from  60  to  80  percent. 

Why  is  this  allowed  to  happen  when  the  law  requires  that  excludables  be  detained 
until  their  hearing? 

Answer.  The  statutes  allow  the  Service  to  release  aliens  into  the  community 
under  certain  circumstances.  The  aliens  cannot  be  a  threat  to  the  safety  of  the  com¬ 
munity.  They  must  have  sponsorship  which  may  be  family  members  or  groups  with¬ 
in  the  community  that  can  provide  support  for  the  aliens  as  well  as  assure  that  they 
appear  at  hearings. 

Question.  Does  the  INS  have  the  ability  to  track  aliens  they  have  released  that 
fail  to  appear  for  hearings? 

Answer.  The  Service  has  the  ability  to  track  these  aliens  based  on  the  information 
placed  in  their  files  prior  to  being  released.  Aliens  are  required  to  notify  the  Service 
in  the  event  they  move  within  the  community. 

Question.  I’ve  heard  the  number  of  aliens  that  are  in  this  countiy  illegally  but 
are  not  seeking  asylum  or  fail  to  appear  for  hearing  is  over  5  million?  Can  you  ver¬ 
ify  these  numbers? 

Answer.  The  Service  has  done  research  on  this  topic  and  estimates  that  the  num¬ 
ber  of  illegal  aliens  currently  in  the  country  is  approximately  three  million.  This  es¬ 
timate  is  recognized  as  the  most  reliable  available.  For  example,  it  is  used  by  the 
U.S.  Bureau  of  the  Census  in  their  work  regarding  illegal  aliens  in  the  country. 

NATURALIZATION  INITIATIVE 

Question.  I  see  where  $15  million  of  your  $30  million  naturalization  initiative  is 
for  “grants  to  enhance  public  awareness  relative  to  the  benefits  of  naturalization”. 

I  was  always  under  the  impression  that  the  majority  of  aliens  entering  this  coun¬ 
try  to  live  do  so  because  they  wish  to  remain  here  as  citizens. 

In  these  times  of  fisccd  constraints,  why  is  it  necessary  to  publicize  these  benefits 
through  a  public  awareness  campaign? 

Answer.  The  assumption,  held  by  many  Americans,  that  most  aliens  desire  to  re¬ 
main  in  the  U.S.  as  citizens  is  not  borne  out  by  data  on  naturalization  collected  by 
INS.  The  mcgority  of  aliens,  while  remaining  in  the  country  indefinitely  as  perma¬ 
nent  resident,  do  not  ultimately  obtain  citizenship.  Studies  done  by  the  Service  in- 
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dicate  that  at  least  60  percent  of  lawful  permanent  residents  never  become  citizens. 
These  are  the  people  wno  INS  will  hti  addressing  in  the  public  awareness  campaimi. 

Many  wony  about  the  citizenship  l^st  and  the  interview  with  an  ImmiCTation  Ex> 
aminer.  Some  do  not  want  to  eliminate  the  possibility  of  returning  to  uieir  home¬ 
lands.  Through  the  initiative,  public  information  and  education  campaigns  will  be 
used  to  familiarize  resident  auens  with  the  naturalization  process,  address  their 
concerns,  and  answer  many  of  their  questions. 

Question.  The  other  $15  million  in  your  $30  million  naturalization  initiative  is  to 
improve  the  adjudications  process  and  reduce  the  backlog  of  these  cases. 

in  the  past,  funding  for  these  expenses  have  been  provided  throu^  your  Exami¬ 
nations  Fee  Account.  And,  if  Fm  not  mistaken,  the  Immigration  and  Nationality  Act 
requires  the  INS  to  set  these  examinations  fees  “at  a  level  that  will  ensure  recovery 
of  the  full  cost  of  providing  all  such  services”. 

Why  should  ta^ayers  asked  to  lielp  pay  these  adjudications  and  naturalization 
expenses,  when  the  individuals  receiving  the  benefit  are  required  by  law  to  pay  a 
fee  equal  to  those  expenses? 

Answer.  The  initiative  is  a  response  to  the  need  to  help  bring  newcomers  to  this 
country  into  full  participation  in  our  society  and  its  democratic  institutions.  It  is  a 
two-part  effort  to  inform  eligible  immigrants  about  the  benefits  of  naturalization 
and  to  encourage  them  to  apply.  Coupled  with  this  is  a  plan  to  streamline  the  proc¬ 
ess  and  add  resources  to  assure  that  applications  are  reviewed  and  acted  upon  in 
a  timely  manner. 

Appropriated  funding  is  requested  because  the  Immigration  Examinations  Fee  Ac¬ 
count  is  not  expected  to  be  capable  of  supporting  the  naturalization  initiative  in 
1995.  Although  INS  could  have  requested  funding  authority  from  the  Account  for 
tnis  initiative,  the  funds  would  not  be  available  until  the  applications  were  received, 
thereby  creating  a  lag  between  the  work  the  Service  intends  to  produce  and  tlie  re¬ 
sources  necessaiy  to  ao  the  work. 

The  timing  of  the  funding  is  critical  to  acquiring  additional  personnel  and  re¬ 
sources  needed  to  carry  out  activities  related  to  process  improvements  and  to  adju¬ 
dicate  the  anticipated  increased  workload.  The  initiative  is  designed  to  encourage 
applications.  A  large  number  of  aliens  who  were  legalized  under  provisions  of  the 
Immigration  Reform  and  Control  Act  of  1986  will  become  elimble  to  naturalize  in 
1994,  with  the  m^ority  becoming  eli^ble  in  1995  and  1996.  Naturalization  work¬ 
load  is  expected  to  increase  during  this  period  and  remain  above  levels  which  have 
been  experienced  in  the  recent  past. 

The  emphasis  of  the  initiative  is  focused  on  encouraging  and  promoting  natu¬ 
ralization.  The  Administration  believes  that  it  is  in  the  Nation’s  best  interest  to 
have  the  largest  possible  number  of  permanent  legal  residents  fully  involved  in  their 
communities  as  citizens. 

The  grants  initiative  encoura^ng  naturalization  is  an  indirect  cost  of  the  natu¬ 
ralization  expense.  Therefore,  it  is  not  directly  related  to  the  processing  of  the  appli¬ 
cation.  The  mnds  requested  to  improve  the  process  are  similar  in  that  the  Service 
is  taking  measures  t^ay  that  will  benefit  all  future  applicants,  not  just  some,  dur¬ 
ing  the  next  few  years.  The  cost  is  more  appropriately  borne  by  the  appropriated 
account.  In  addition,  when  Congress  passed  the  Immigration  Act  of  1990  it  provided 
for  a  citizenship  promotion  program  in  Section  406,  to  be  paid  from  appropriated 
funds. 

Section  286(m)  of  the  Immigration  and  Nationality  Act  states  that  “*  *  *  fees  for 
providing  adjudication  and  naturalization  services  may  be  set  at  a  level  that  will 
ensure  recovery  of  the  full  costs  of  providing  all  such  services  ♦  *  The  Act  per¬ 
mits  full  recovery.  It  does  not  reauire  it. 

Question.  Is  the  fee  charged  for  these  adjudication  services  too  low  to  cover  the 
full  cost  of  the  program? 

Answer.  The  fee  for  naturalization  does  not  cover  the  full  cost  of  the  program 
when  the  cost  of  the  initiative  is  included. 

Question.  Why  not  increase  the  fee  rather  than  pass  the  cost  on  to  the  taxpayer? 

Answer.  There  arj  approximately  5  million  legal  immigrants  in  the  country  eligi¬ 
ble  for  naturalization.  In  addition  to  this  large  ctoud,  about  3  million  additional 
aliens  who  became  legal  permanent  residents  under  the  Legalization  Program  wll 
become  eligible  to  ajmly  for  this  benefit  in  1994,  with  the  majority  becoming  elimble 
in  1995  and  1996.  It  is  in  the  Nation’s  best  interest  to  imorm  the^  indiviouals 
about  the  l^nefits  of  naturalization  and  to  encourage  them  to  become  citizens. 

It  is  expected  that  there  will  be  a  surge  of  applicants  as  individuals  who  became 
leg^  permanent  residents  under  the  Legalization  Program  become  eligible  for  citi¬ 
zenship.  The  ^rvice  wants  to  prevent  backlogs  from  occurring  due  to  this  antici¬ 
pated  surge.  In  order  to  do  this  and  to  maintain  and  improve  services  to  applicants, 
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it  is  necess^  to  make  an  “up  front”  investment  in  the  naturalization  program.  The 
initiative  will  provide  this  ne^ed  investment. 

DEPORTATION  OF  CRIMINAL  ALIENS 

Question,  Roughly  26  percent  of  the  Federal  ]>rison  population  is  comprised  of 
criminal  aliens.  The  Fev'^'.ral  prison  system  is  seeking  an  operating  budget  of 
$2,406,962,000 — an  increase  of  $457  million  over  fiscal  vear  1994. 

On  ^day,  April  22nd,  the  Administration  submitted  a  budget  amendment  which 
seeks  $350  million  to  reimburse  seven  States  for  their  costs  of  housing  criminal 
aliens  convicted  of  felonies  in  those  States. 

By  my  calculations,  that’s  $976  million  to  house  criminal  aliens  in  State  and  Fed¬ 
eral  prisons. 

Are  these  criminal  aliens  deported  after  serving  their  sentences? 

Answer.  Some  aliens  are  deported  after  serving  their  sentences.  Their  deportation 
is  not  automatic  and  is  dependent  upon  the  offemses  committed  as  well  as  other  fac¬ 
tors  which  are  taken  into  consideration  when  action  is  taken  against  aliens  wi^ 
criminal  records. 

Question,  What  prevents  us  from  deporting  these  criminal  aliens  before  incarcer¬ 
ation? 

Answer.  In  cases  where  aliens  are  convicted  of  a  State  or  Federal  offense  (or  enter 
a  guilty  plea)  and  are  sentenced  to  prison,  provisions  of  State  and  Federal  criminal 
statutes  would  prevent  the  deportation  of  &ese  individuals  before  they  serve  their 
sentences  unless  their  sentences  were  commuted. 

Question.  My  thinking  here  is — we  could  take  the  $976  million  we  are  spending 
to  house  criminal  aliens  and  invest  it  Instead  on  strengthening  border  enforcement 
as  well  as  improving  the  asylum  process  to  ensure  these  criminal  aliens  don't  arrive 
in  the  first  place.  Any  comments? 

Answer.  It  is  necessary  to  provide  resources  for  both  of  these  important  activities. 
Strengthening  border  enforcement  would  reduce  but  not  eliminate  illegal  entries 
through  and  between  the  established  ports- of-entry.  It  is  likely  that  the  need  to  pro¬ 
vide  resources  to  house  criminal  aliens  in  the  Nation’s  prisons  could  eventually  de¬ 
cline  as  a  result  of  enhanced  border  management.  It  is  not  possible  to  predict  at 
this  time  to  what  extent  this  might  occur  and  the  level  of  boiler  enforcement  that 
would  be  required. 


HAITIAN  REFUGEES 

Question.  On  Friday,  more  than  400  Haitian  refugees  were  intercepted  by  the 
Ooast  Guard  and  taken  into  custody  by  the  Immigration  and  Naturalization  Service. 
I  believe  they  were  taken  to  the  Krome  Detention  Center  which  is  already  full  of 
detainees. 

In  the  past,  when  Haitian  refugees  have  been  intercepted  by  the  Coast  Guard, 
they  were  forcibly  returned  to  Haiti. 

Does  this  action  signal  a  shift  in  policy  toward  accepting  Haitian  refugees? 

Answer.  The  action  which  was  taken  in  this  incident  is  not  a  shift  in  policy.  It 
was  based  on  the  circumstances  specifically  related  to  the  vessel,  its  passengers,  and 
the  vessel’s  crew. 

Question.  As  conditions  worsen  in  Haiti,  can  we  expect  an  exodus  to  this  country 
during  the  next  few  months?  If  so,  will  we  be  accepting  these  refugees  rather  than 
returning  them  to  Haiti? 

Answer.  The  Service  is  following  events  in  Haiti  very  closely.  It  is  not  possible 
to  predict  the  magnitude  of  the  refugee  flow  based  on  current  information.  Several 
alternatives  to  bringing  Haitians  to  this  country  will  be  available  fDr  the  processing 
of  persons  interdicted  by  the  Coast  Guard.  The  potential  alternatives  are  being  re¬ 
viewed  by  an  interagency  task  force  under  the  guidance  of  the  National  Security 
Council. 

Question.  Does  the  INS  have  available  detention  space  to  hold  these  refugees  if 
they  are  accepted  in  the  United  States? 

Answer.  The  Service  would  not  be  in  a  position  to  detain  large  numbers  of  Hai¬ 
tians  in  Service-owned  facilities.  Addition^  detention  space  would  have  to  be  ob¬ 
tained  fiom  non-Service  sources.  Contingency  planning  is  being  conducted  to  iden¬ 
tify  available  detention  space,  including  Department  of  Defense  installations,  to  de¬ 
tain  any  large  migrant  flow. 
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QuBsncws  Submitted  by  Senator  Robert  C.  Byrd 

FINGERPRINTS 

Question.  On  April  14,  1994,  Chairman  Hollings  and  I  wrote  to  Attorney  General 
Janet  Reno  expressing  our  dismay  and  serious  concern  over  the  m^jor  policy  shift 
regarding  the  process  of  conducting  fingerprint  checks,  apparently  implemented  uni¬ 
laterally  bv  the  Department  of  Justice  and  the  Immigration  and  Naturalization 
Service  (INS)  on  April  1,  1994.  I  have  a  copy  of  the  letter  and  ask  that  it,  along 
with  the  associated  news  account,  be  included  in  the  record  at  the  conclusion  of  this 
question.  According  to  the  news  account,  the  system  of  fingerprint  checks  prevented 
nearly  9,000  people  from  acquiring  immigration  status  here  last  year  because  of  a 
felony  conviotion  or  some  other  serious  cnminal  matter  on  record  with  the  FBI.  In 
other  words,  the  fingerprint  check  system  prevented  9,000  more  potential  criminals 
from  achieving  permanent  resident  status  last  year — a  status  that  would  allow 
these  individuals  to  prowl  the  streets  and  prey  upon  our  citizens.  On  April  18,  1994, 
I  was  informed  by  the  Attorney  General  that  the  Department  of  Justice  had  re¬ 
scinded  the  INS  policy  of  eliminating  the  practice  of  fingerprint  checks  for  immi¬ 
grants  applying  for  permanent  residency  or  citizenship  in  this  country. 

The  Department  of  Justice  Inspector  General's  re^rt  on  Alien  Fingerprint  Re¬ 
quirements  in  the  Immigration  and  Naturalization  Service,  dated  February  1994, 
indicates  that,  “The  FBI  fingerprint  checks  are  the  only  practical  means  available 
for  determining  if  an  applicant  for  INS  benefits  possesses  an  arrest  record.”  Would 
you  like  to  respond  as  to  why  the  INS  decided  to  eliminate  the  practice  of  conduct¬ 
ing  FBI  fingerprint  checks  on  immigrants  seeking  residency  status? 

LETTER  FROM  SENATORS  ROBERT  C.  BYRD  AND  ERNEST  F.  ROLLINGS 

April  14,  1994. 

Honorable  Janet  Reno, 

Attorrey  General,  Department  of  Justice,  V/ashir^on,  D.C. 

Dear  General  Reno:  We  are  writing  to  express  our  dismay  and  serious  concern 
over  a  major  policy  shift  implemented  By  the  Department  of  Justice  and  the  Immi¬ 
gration  and  Naturalization  Service  on  April  1,  1994,  According  to  newspaper  re¬ 
ports,  due  to  “the  current  budget  situation”  the  INS  has  virtually  eliminated  the 
practice  of  fingerprinting  all  immigrants  attempting  to  enter  this  countiy.  We  note 
that  the  fiscal  year  1994  appropriation  for  the  INS  included  a  $129  million  increase 
for  immigration  enhancement.  Had  proper  procedures  been  followed,  a  repro- 
grainming  to  request  a  transfer  of  funas  from  one  portion  of  the  INS  budget  to  an¬ 
other  could  have  been  submitted  to  the  Committee. 

As  you  are  aware.  Section  605  of  the  Fiscal  Year  1994  Commerce,  Justice,  and 
State,  The  Judiciary,  and  Related  Agencies  Appropriations  Act,  and  similar  provi¬ 
sions  that  have  been  included  in  Appropriations  Acts  for  years,  sets  forth  a  consult¬ 
ative  process  by  which  changes  to  the  program  funded  by  Congress  may  be  mutually 
agreed  to.  Not  only  is  this  latest  action  by  the'  INS  a  violation  of  the  spirit  of  comity 
between  the  Committee  and  the  Department,  but  a  violation  of  the  statute  itself. 

Further,  we  find  Uiis  policy  change  an  embarrassment  to  the  President  and  the 
Democratic  leadership  which  shepherded  his  immigration  initiative  through  the  ap¬ 
propriations  process  fast  year.  The  elimination  of  fingerprint  checks  for  immigrants 
entering  this  country,  or  applying  for  citizenship,  not  only  undermines  the  credibil¬ 
ity  of  the  President's  illegal  immi^ation  initiative,  but  the  action  shows  a  clear  dis¬ 
regard  by  the  INS  for  the  integrity  of  our  nation's  borders  and  the  safety  of  the  citi¬ 
zens  of  this  country. 

Using  only  name  checks  based  upon  personal  description  and  date  of  birth  has 
been  demonstrated  to  be  extremely  inconsistent  since  criminals  and  terrorists  rou¬ 
tinely  use  false  identities  and  documents  to  gain  entry  into  the  United  States.  Even 
if  only  9,000  of  the  890,000  fingerprint  checks  performed  on  immi^ants  last  year 
re^iulted  in  a  denial  of  citizenship  or  permanent  residency  because  of  a  serious  crimi¬ 
nal  hi8tor>%  we  firmly  believe  uie  citizens  of  the  United  States  are  safer  because 
these  known  criminals  are  not  stalking  our  streets  and  communities. 

Let  us  also  point  out  the  budget  implications  this  policy  will  have  on  the  Depart¬ 
ment  of  Justice  as  a  whole.  While  the  INS  claims  to  be  making  this  move  in  an 
effort  to  save  $3  million  during  the  remainder  of  the  fiscal  year,  discontinuing  the 
submission  of  INS  fingerprint  cards  will  also  reduce  the  Federal  Bureau  of  Inves¬ 
tigation's  Federal  User  Fee  program  by  $3  million  during  the  same  time  period.  This 
equates  to  nearly  100  FBI  support  employees— all  currently  on  board — whose  jobs 
are  now  in  jeopardy  due  to  this  ill-advised  INS  decision.  We  strongly  object  to  this 
attempt  to  solve  one  agency's  budget  shortfall  by  exacerbating  the  funding  situation 
of  another. 
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We  urge  you  to  immediately  rescind  this  decision  ai^d,  instead »  follow  the  proce- 
dures  set  forth  in  Section  605  of  Public  Law  103-121  to  address  the  current  budget 
situation  the  INS  now  finds  itself  in. 

Sincerely, 

Robert  C.  Byrd, 

Chairman,  Committee  on  Appropriations. 
Ernest  F.  Rollings, 

Chairman,  Subcommittee  on  Commerce,  Justice,  State,  The  Judiciary. 

[From  the  WaBhington  Poet,  Apr.  14,  1994] 
as.  HALTS  IMMIGRANT  FINGERPRINT  CHECKS 
(By  Roberto  Suro) 

Despite  administration  pledges  to  crack  down  on  criminals  and  terrorists  slipping 
into  the  countty  as  immigrants,  the  federal  government  has  stopped  running  routine 
fingerprint  checks  on  immigrants,  a  procedure  that  has  blocked  thousands  of  people 
a  year  from  entering  the  United  States  because  of  criminal  records. 

In  a  policy  change  effective  April  1,  the  Immigration  and  Naturalization  Service 
(INS)  now  will  send  only  a  handful  of  fingei^rints  from  prospective  immigrants  to 
the  FBI  for  a  criminal  record  check  and  only  in  exertional  cases. 

Applicants  for  a  wide  range  of  immi^tion  beiients  including  citizenship,  perma¬ 
nent  residence  and  political  asylum  will  continue  to  submit  fingerprints  to  the  INS. 

An  internal  memorandum  from  INS  headquarters  here  to  offices  around  the  world 
states  that  although  the  agency  “is  taking  this  action  reluctantly,  it  is  necessary  due 
to  the  current  budget  situation." 

Richard  Kenney,  an  INS  spokesman,  said  the  agency  hopes  to  save  $3  million  the 
remaining  six  months  of  the  fiscal  year  by  drastically  reducing  what  he  termed  “an 
expensive,  labor-intensive  process.” 

In  1993  nearly  890,000  sets  of  prints  were  sent  to  the  FBI  for  criminal  record 
check,  and  less  tnan  1  percent  had  applications  turned  down,  Kenney  said. 

That  amounts  to  nearly  9,000  people  who  were  kept  from  acquiring  immigrant 
status  here  last  year  because  they  had  been  convicted  of  a  felony  or  had  some  other 
serious  crimind  matter  on  record  with  tlus  FBI. 

In  the  wake  of  the  shooting  outside  the  CIA  headquarters  in  Langley,  the  World 
Trade  (Center  bombing  in  New  York  and  other  recent  violent  incidents,  there  has 
been  growing  public  concern  that  terrorists  and  other  malefactors  are  too  readily  en¬ 
tering  the  United  States  as  immigrants. 

The  costs  of  incarcerating  immigrants  who  commit  crimes  once  they  are  in  this 
country  has  been  a  further  cause  of  concern,  lawmakers  say. 

With  Congress  demanding  action,  President  Clinton  unveiled  a  package  of  propos¬ 
als  July  27  which  he  said  would  deal  with  “the  growing  problems  oT  immigrant 
smuggling  and  international  terrorists  hiding  behind  immigrant  status.” 

Among  the  measures  promised  was  ^ater  coordination  among  federal  agencies. 

Attorney  General  Janet  Reno  complained  at  the  announcement  ceremony  that  the 
INS  “too  often  did  not  communicate  with  law  enforcement  and  vice-versa.”  She  said, 
“It  is  imperative  that  we  brin^  everyone  together  to  communicate  to  do  everything 
that  we  can  to  address  the  critical  issue  of  terrorism.” 

Demetrios  Papademetriou,  director  of  the  immigration  policy  program  at  the  Car¬ 
negie  Endowment,  said,  “On  the  fact  of  it  giving  up  this  form  of  cooperation  with 
the  FBI  seems  rather  inconsistent  with  the  administration’s  law-and-order  body  lan- 
gu^e  on  immigration,” 

The  memorandum  ordering  the  new  policy  makes  clear  budget  constraints  are  be¬ 
hind  the  change.  Aside  from  cases  involving  orphans  coming  into  the  United  States, 
the  memoranaum  calls  for  a  95  percent  cut  in  FBI  fingerprint  checks  and  requires 
senior  regional  officials  to  submit  a  written  justification  for  every  request  to  INS 
headquarters. 

Kenney  of  the  INS  said  no  specific  criteria  had  been  developed  for  determining 
what  would  now  justify  a  fingerprint  check.  He  said  adequate  screening  would  be 
accomplished  by  checking  applicants’  names  in  data  bases  with  the  identities  of 
known  criminals. 

Answer.  The  decision  was  made  in  view  of  the  need  to  take  decisive  action  in  re¬ 
sponse  to  a  revenue  shortfall  in  the  Immigration  Examinations  Fee  Account.  The 
action  regarding  fingerprint  checks  on  one  of  a  number  of  steps  which  had  to  be 
taken  to  reduce  costs  in  the  account.  The  decision,  which  has  since  been  rescinded, 
was  not  a  mmor  policy  shift,  but  a  temporary  measure  based  on  the  historically  low 
“hit”  rate  such  cases  yield.  The  Service’s  fingerprint  policy  is  now  undergoing  a  com¬ 
plete  review.  When  tnis  is  done,  the  Congress  will  be  informed  regarding  me  find- 


743 

ings  of  the  review  and  actions  which  should  be  taken  to  correct  deficiencies  and  to 
improve  the  process. 

With  regard  to  costs  related  to  fingerprint  checks,  the  Service  determined  that 
there  would  be  a  $4.6  million  shortfall  in  fiinds  to  pay  for  FBI  services  for  the  bal- 
ixnce  of  the  fiscal  year.  The  anticipated  fingeiptinting  expenses  for  the  remainder 
of  the  year  (^ril  1-September  3o)  amounted  to  $7  million.  The  available  funds 
were  estimated  to  be  $2.4  million,  with  no  fiindi.ig  available  from  other  sources. 

Question.  The  news  article  alludes  to  the  tight  budgetary  situation  as  a  reason 
for  eliminating  the  fingerprint  checks.  To  what  extent  is  the  so-called  budget  situa¬ 
tion  due  to  the  fact  that  the  INS  has  not  raised  its  fees  along  with  the  rising  costs 
for  processing  immigrant  applications? 

Answer.  The  shoitfall  in  receipts  that  is  being  experienced  in  the  Immigration 
Examinations  Fee  Account  is  the  result  of  the  combined  impact  jf  a  delay  in  imple¬ 
menting  a  general  fee  increase  and  a  decline  in  applications  for  immigration  bene¬ 
fits. 

Question.  The  Department  of  Justice  Inspector  General’s  report  dated  February 
1994,  indicates  that  during  the  next  three  nscal  years,  INS  could  receive  an  addi¬ 
tional  2.5  million  applications  for  naturalization  over  and  above  the  current  annual 
submissions,  which  in  1993  was  890,000.  Do  you  plan  to  raise  application  fees  to 
cover  these  future  costs  of  processing  immigrant  applications?  If  not,  why  not? 

Answer.  It  is  noted  that  the  ^r>nce  received  522,407  applications  for  naturaliza¬ 
tion  in  fiscal  year  1993.  The  general  fee  increase  which  is  expected  to  go  into  effect 
in  July  1994  will  include  an  increase  in  the  fee  for  naturalization.  Future  costs  for 
the  processing  of  naturalization  applications  will  be  paid  by  these  fees  and  by  re¬ 
sources  requested  in  the  fiscal  year  1995  budget  request  for  naturalization  program 
improvements.  INS  is  in  the  process  of  procuring  an  assistance  and  advisory  serv¬ 
ices  contract  related  to  the  fee  setting  process  ana  fee  structures. 

Question.  What  steps  has  the  INS  taken  to  assure  that  the  fingerprints  associated 
with  an  application  are  truly  the  fingerprints  of  the  individual  filing  the  applica¬ 
tion? 

Answer.  The  Service  has  appointed  a  fingerprint  working  group,  which  is  com¬ 
prised  of  representatives  from  the  Adjudications  and  Naturalization  program  and 
enforcement  and  management  programs.  INS  has  invited  the  FBI  and  the  Office  of 
the  Inspector  General  (OIG)  to  participate. 

This  CTOup  is  charged  with  the  prims^  task  of  promulgating  regulations  to  cor¬ 
rect  deficiencies  and  improve  efficiency  in  the  fingerprinting  process.  INS  must  put 
integrity  back  into  the  process  of  fingerprinting.  To  accomplish  this  goal,  the  Service 
must  insure  that  the  person  being  fingerprinted  is  the  person  applying  for  the  immi¬ 
gration  benefit.  The  Service  has  already  begun  the  process  of  formulating  a  Memo¬ 
randum  of  Understanding  (MOU)  that  will^  applied  to  all  outside  entities  taking 
fingerprints.  This  will  be  part  of  ^e  regulation  package. 

Question.  The  Inspector  General’s  report  stated  that  the  INS  began  phasing  out 
fingerprint  services  ten  years  ago  because  of  lack  of  resources.  Is  it  not  true  that 
applicants  are  instructed  by  the  INS  to  complete  the  fingerprint  cards  before  they 
apply  at  an  INS  district  office? 

Answer.  It  is  true  that  over  the  past  several  years  many  INS  field  offices  had  to 
stop  providing  fingerprint  service  due  to  resource  shortages,  e.g.,  personnel,  funding, 
ana  office  space.  As  this  happened,  more  voluntary  agencies  started  providing  these 
services  to  the  community.  As  the  demand  increased,  more  commercial  entities 
began  providing  fingerprint  services  as  well.  These  factors  certainly  contributed  to 
the  present  situation  wnich  INS  is  addressing  as  a  high  prioritjr. 

The  working  group  will  study  the  present  ineffective  fingerprint  process  and  make 
recommendations  regarding  needed  improvements.  The  findings  of  this  group  and 
the  OIG,  as  well  as  input  from  numerous  sources  through  the  proposed  rulemaking 
process,  will  ensure  that  the  current  process  is  improved. 

Question.  How  does  the  INS  verify  that  the  fingerprints  being  submitted  are  actu¬ 
ally  the  fingerprints  of  the  individual  on  the  application? 

Answer.  Currently,  this  is  the  responsibility  of  the  individual  or  agency  taking  the 
prints. 

Question.  The  potential  for  fraud  with  fingerprint  submissions  has  been  raised 
with  INS  Headquarters.  The  Inspector  General’s  report  indicates  that  an  October 
1991  memorandum  firom  the  Baltimore  INS  Director  states  that  some  vendors  were 
providing  fingerprinting  services  out  of  the  trunks  of  their  cars.  If  one  were  an  ap¬ 
plicant  with  a  criminal  history  record  seeking  entrance  into  this  country,  what 
would  prevent  one  from  using  someone  else’s  fingerprints  on  the  car^  to  obtmn  resi¬ 
dency? 

Answer.  Currently,  there  are  no  procedures  that  would  prevent  this  frorn  happen¬ 
ing.  Normally,  fingerprint  cards  are  submitted  to  the  FBI  at  the  beginning  of  the 
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clerical  processing  of  the  application  (pre-interview  stase  of  processing).  The  alien 
does  not  appear  before  an  immigration  officer  until  at  least  to  days  later  to  allow 
time  for  the  various  record  checl^,  including  the  fingerprint  check,  to  be  completed. 

INS  is  developing  a  procedure  whereby  a  copy  of  one  of  the  prints  would  be  elec¬ 
tronically  lifted  from  the  fingerprint  cara  before  its  submission  to  the  FBI  and  re¬ 
tained  in  the  file.  When  the  applicant  appears  for  interview,  the  officer  would  be 
able  to  make  a  new  impression  of  that  fingerprint  and  compare  it  to  the  one  on  file, 
thereby  verifying  identity. 

Question.  In  effect,  a  criminal  alien,  with  his  own  ink  pad,  could  take  someone 
else’s  prints  and  submit  the  card  as  his  own  to  INS.  Should  the  process  be  tightened 
up?  If  not,  why  not? 

Answer.  The  process  should  be  tightened  up.  It  should  be  noted,  however,  that 
regardless  of  any  actions  INS  takes,  an  applicant  intent  on  concealing  his  or  her 
identity  and  criminal  histo^  could  elect  to  immigrate  using  the  visa  process 
through  a  Department  of  State  consular  post  overseas,  thereby  avoiding  the 
fii^erprinting  procedure  altogether. 

Question.  The  lack  of  internal  control  of  fingerprints  escalates  into  other  more 
costly  problems.  In  fiscal  year  1993,  91,827  fingerprint  cards,  or  11  percent  of  the 
total  InS  submissions,  were  rejected  by  the  FBI  as  unclassifiable.  This  is  laigely 
due  to  smudged  or  illemble  fingerprints.  The  application  was  then  adjudicated  by 
the  INS  on  the  basis  of  the  name  check  only.  The  result  was  that  the  FBI  was  un¬ 
able  to  conduct  a  search  using  the  fingerprint  classification  and  conducted  a  name 
search.  A  name  search  is  flawed  if  the  applicant  used  an  alias  on  his/her  application 
or  at  the  time  they  were  arrested.  Is  that  not  correct? 

Answer,  It  is  correct  that  the  effectiveness  of  a  name  search  is  thwarted  if  the 
individual  uses  an  alias  at  the  time  of  criminal  arrest  or  during  INS  proceedings. 
This  problem  applies  to  all  law  enforcement  activities,  not  simply  INS.  In  fact,  me 
Service  may  have  less  of  a  problem  in  establishing  identity  in  tne  applicant,  since 
INS  normally  requires  a  higner  level  of  positive  identification  (e.g.,  a  passport  dur¬ 
ing  the  a4justment  process  or  the  Service-issued  alien  card  during  the  naturaliza¬ 
tion  process). 

Question.  The  FBI  charges  INS  the  $17  user  fee  even  if  the  prints  are 
unclassifiable.  However,  the  FBI  does  permit  INS  to  submit  a  second  set  of  prints 
at  no  charge.  How  many  of  the  91,827  fingerprint  cards  that  were  rejected  in  fiscal 
year  1993  hy  the  FBI  as  unclassifiable  did  the  INS  return  to  the  FBI?  Is  it  not  true 
that  only  1.4  percent  or  1,313  fingerprint  cards  were  returned? 

Answer.  Service  policy  requires  tne  submission  of  two  sets  of  fingerprints  with 
each  application.  These  fingerprints  are  to  be  reviewed  on  acceptance,  and,  if  found 
not  clear  and  complete,  rejected  and  returned  to  the  applicant  with  instructions  to 
submit  new  fingerprints.  Once  acceptable  fingerprints  are  obtained,  one  set  is  for¬ 
warded  to  the  FBI  and  the  second  is  retained  m  tne  alien’s  file. 

If  the  prints  forwarded  to  the  FBI  are  determined  to  be  unclassifiable  by  their 
fingerprint  classifiers,  the  FBI  conducts  a  name  check  and  returns  the  prints  to  the 
INS  field  office.  That  finding  is  to  be  immediately  brought  to  the  adjudicating  offi¬ 
cer’s  attention.  At  that  time,  the  district  director  has  discretionary  authority  to  do 
one  of  two  things:  complete  action  on  the  pending  case  based  on  the  evidence  avail¬ 
able  or  submit  the  duplicate  prints  (previously  retained  in  the  case  file)  and  either 
withhold  a(hudication  or  complete  action  on  a  post-audit  basis. 

While  INS  has  no  statistical  information  at  this  time  to  confirm  the  figures  pro¬ 
vided  by  the  FBI  to  the  OIG,  the  Service  believes  the  1.4  percent  return  rate  may 
be  low  due  to  the  possibility  that  some  offices  do  not  accurately  follow  FBI  resubmis¬ 
sion  procedures.  In  these  cases,  the  Service  is  billed  twice  for  the  submission,  and 
it  does  not  show  on  the  Federal  User  Fee  Listing  as  a  resubmission. 

On  March  17,  1994,  INS  Headquarters  directed  field  offices  to  review  existing  pro¬ 
cedures  in  this  regard  and  to  advise  Headquarters  of  their  findings.  In  addition, 
where  policies  are  not  properly  followed,  the  field  control  offices  are  required  to  pre¬ 
pare  and  submit  a  corrective  action  plan. 

Question.  Multiplying  the  remaimng  90,514  rejected  fingerprint  cards  by  the  FBI 
user  fee  of  $17  represents  an  investment  of  $1,538,738.  However,  the  INS  was  satis¬ 
fied  with  a  name  check  in  these  90,614  cases,  even  though  the  agency  paid  for  a 
fingerprint  check.  How  do  you  explain  the  lack  of  follow-up  hy  the  INS  staff? 

Answer.  There  are  actually  two  problems  involved.  The  correct  procedure  is  for 
the  local  INS  office  to  attach  the  first,  rejected,  set  of  prints  to  the  second  set  before 
resubmitting,  thereby  enabling  the  FBI  to  identify  the  cards  as  a  resubmission  and 
not  charge  the  Service  an  additional  fee.  In  some  cases,  a  second  set  of  cards  was 
not  submitted  at  all.  In  other  cases,  the  second  set  was  submitted  but  the  first,  re¬ 
jected,  set  was  not  attached,  causing  INS  to  be  charged  twice  for  the  fingerprint 
check  for  one  individual. 
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The  Service  does  not  have  data  regarding  the  freauency  of  these  occurrences.  It 
must  ^  noted  that  locating  the  file,  contacting  tne  individual,  reprinting  and 
reclearing  are  costly  processes  which  places  additional  stress  on  the  program’s  re¬ 
sources. 

Question,  For  an  s^ency  that  cites  lack  of  funds  for  controlling  and  solving  this 
crisis  as  an  excuse,  I  am  concerned  that  the  funds  the  agency  does  have  are  not 
being  used  to  the  best  advantage  because  of  a  lack  of  follow-up  and  the  resubmis- 
sion  of  new  fingerprint  cards  for  those  previously  unclassifiable  by  the  FBI.  Do  you 
have  any  comment  on  this? 

Answer,  The  Service  is  concerned  about  the  deficiencies  noted  and  is  developing 
processes  which  will  address  the  problem.  INS  has  recently  begun  receiving  from 
the  FBI  and  distributi^  to  the  field  offices  lists  of  all  cases  wherein  the  fingerprints 
were  rejected.  Local  offices  will  be  responsible  for  piling  the  related  files  and  en¬ 
suring  that  proper  followup  action  has  taken  place.  Kerional  offices  will  conduct  un¬ 
announced  random  checks  to  further  ensure  that  su^  followup  action  has  taken 
place. 

Question.  In  an  Inspection  Report,  Alien  Fingerprint  Requirements  in  the  Immi¬ 
gration  and  Naturalization  Service,  February  1994,  the  Inspe<rt»r  General  cited  var¬ 
ious  deficiencies  with  regard  to  INS  control  over  the  fingerprinting  process  and  rec¬ 
ommended  that  procedures  be  adopted  to  verify  that  fingerprints  submitted  actually 
belong  to  the  applicant.  In  your  response,  you  promised  a  new  poli^  by  March  15, 
1994.  Is  that  policy  in  place?  If  so,  please  describe  it  in  detail,  or  if  not,  why  not? 

Answer.  Initially,  the  Service  thought  that  a  new  policy  could  be  issuM  through 
a  Service-wide  memorandum.  It  was  later  determined  that,  because  the  current  pro¬ 
cedures  are  set  forth  in  regulation,  INS  would  have  to  issue  a  proposed  rulemaBng 
before  instituting  a  new  policy.  The  Service  is  in  the  process  of  developing  policy 
through  the  rulemaking  process  which  will  address  this  issue. 

The  Service  believes  that  this  process,  coupled  with  the  aforementioned  verifica¬ 
tion  of  identity  through  the  comparison  of  the  electronically-lifted  file  print  to  a  new 
print  taken  during  the  interview,  wiU  address  the  problem. 

Question.  If  the  policy  is  not  finalized,  would  you  outline  the  steps  that  you  are 
consideringto  address  this  deficiency? 

Answer.  The  proposed  rule  will  state  that  the  Service  will  only  accept  fingerprints 
which  have  been  t^en  by  the  following: 

1.  Employees  of  the  Immigration  and  Naturalization  Service  who  have  received 
proper  training  in  identifying  aliens  and  taking  fingerprints; 

2.  Employees  of  recognized  law  enforcement  agencies  which  have  been  contacted 
for  this  purpose  by  the  local  INS  field  office  as  part  of  their  on-going  law  enforce¬ 
ment  liaison  function; 

3.  Employees  of  outside  entities  (including  voluntary  agencies)  which  have  signed 
a  Memorandum  of  Understanding  (MOU)  with  the  INS  field  office  agreeing  to  aoide 
by  the  following  conditions:  the  entity  will  not  allow  employees  to  fingerpnnt  aliens 
for  INS  purposes,  except  under  the  conditions  set  forth  in  the  MOU;  the  entity  will 
ensure  that  positive  identification  is  received  from  all  aliens  seeking  fii^erprmting 
services;  only  ezi^loyees  who  have  received  training  friim  INS  or  uie  FBI  will  be 
allowed  to  take  fingerprints;  the  name  and  signature  of  each  employee  allowed  to 
take  fingerprints,  slong  with  pertinent  information  regarding  the  training  received 
by  that  employee,  will  be  submitted  to  the  INS  field  office  which  will  maintain  a 
record  such  information;  should  the  entity  violate  the  conditions  of  the  MOU,  the 
INS  field  office  shall  have  the  authority  to  suspend,  without  prior  notice,  the  entity^s 
authority  to  fingerprint  aliens  for  INS  purposes;  upon  review  of  the  suspension  by 
the  regional  director,  the  suspension  will  either  be  made  permanent  or  lifted  once 
relevant  correction  action  has  been  taken;  and,  any  other  criteria  to  be  developed 
as  part  of  the  rulemaking  process. 

It  is  recognized  that  upon  consideration  of  comments  from  interested  parties,  the 
final  rule  may  be  different  from  the  proposed  rulemaking. 

Question.  In  your  response  to  the  Inspector  General  findings  and  recommenda¬ 
tions  concerning  the  handling  of  fingerpnnt  cards  and  arrest  records,  you  promised 
to  instruct  offices  to  review  procedures  and  implement  changes  by  April  1,  1994. 
Please  describe  in  detail  the  status  of  these  improvements  and  how  you  intend  to 
monitor  the  process. 

Answer.  INS  is  reviewing  the  responses  from  the  field  offices  and  determining 
where  additional  steps  are  necessary.  The  field  offices  have  been  notified  regarding 
the  planned  monitonng  of  their  compliance  with  fingerprint  processing  procedures. 

Oration.  1  am  disappointed  that  me  INS  embarked  upon  a  policy  of  elimination 
of  rBI  fingerprint  checxs  for  aliens.  Now  is  not  the  time  to  eliminate  fingerprint 
checks.  I  need  only  point  to  the  World  Trade  Center  bombing  in  New  York,  or  the 
murders  of  CIA  employees  outside  the  CIA  Headquarters,  as  two  instances  of  terror- 
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ism  by  aliens  in  our  country.  Actions  must  be  taken  to  stop  lawbreakers  from  taking 
up  residency  in  our  country. 

How  will  the  new  FBI  Integrated  Automated  Fingerprint  Identification  System, 
now  being  developed  at  Clarksburg,  West  Vi^nia,  ana  expected  to  be  fully  oper¬ 
ational  in  1998,  help  the- INS  be  more  effective  and  efficient  in  the  area  we  have 
discussed?  Please  elaborate  for  the  record. 

Answer.  The  INS  Automated  FingeT)rint  Identification  System  (AFIS)  project  is 
primarily  intended  to  positively  identify  aliens  of  interest  to  the  Service  and  repeat 
offenders  of  immigration  iaw  by  implementing  an  advanced  technology,  computer- 
based  fingerprint  storage  and  retrieval  system.  The  AFIS  architectural  design  is  the 
establishment  of  remote  AFIS  terminals  with  access  to  on-line  fingerprint 
databases.  The  primary  fingeiprint  databases  will  be  composed  of  persons  of  unique 
interest  to  INS  and  persons  wno  are  repeatedly  apprehended  for  border  crossing  vio¬ 
lations.  Additional  access  to  other  Federal,  State,  and  local  law  enforcement  finger¬ 
print  databases,  such  as  the  FLl's  NCIC-2000,  the  California  Department  of  Justice 
(CAL-DOJ)  AFIS,  and  the  Western  Identification  Network  (WIN),  will  also  be  re¬ 
quired  to  ensure  complete  coverage  and  positive  identification  of  criminal  suspects. 
Likewise,  the  FBI  will  have  automated  access  to  the  INS  fingerprint  database. 

All  INS  AFIS  remote  terminals  will  have  the  ability  to  transmit  standard  finger¬ 
print  images  to  the  FBI  Integrated  Automated  Fingerprint  Identification  System 
(lAFIS)  for  10-print  submissions,  which  account  for  approximately  30  percent  of  all 
civil  10-print  submissions  to  the  FBI. 

An  on-going  INS/FBI  working  group  exchanges  ideas  and  technology,  and  explores 
areas  where  noth  agencies  can  work  jointly  in  developing  AFIS  systems  that  will 
meet  both  agencies'  needs.  This  group  meets  on  a  monthly  oasis,  with  more  frequent 
contacts  as  required.  In  addition,  quarterly  executive  group  meetings  are  held  to  ad¬ 
dress  policy  issues  and  to  coordinate  the  direction  of  the  agencies'  AFIS  projects. 


Questions  Submitted  by  Senator  Daniel  K.  Inouye 

DETEN'flON  OF  SMUGGLED  CHINESE  ALIENS 

Question.  On  the  evening  of  April  6,  1994,  a  raid  on  a  suburban  Maryland  house 
by  INS  resulted  in  the  anest  and  detention  of  sixty-four  Chinese  nationals.  Most 
of  these  people  were  found  in  the  basement,  being  held  for  ransom  by  Chinese 
smugglers.  Initially,  they  were  all  detained  at  the  Wicomico  County  Jail  in  Salis¬ 
bury,  Mainland.  Trie  Asian-American  community  learned  that  many  of  these  Chi¬ 
nese  detainees  had  been  held  hostage  and  had  been  beaten  and  tortured  by  their 
captors.  On  April  8,  1994,  the  Asian-American  community,  represented  by  the  Asian 
Pacific  American  Bar  Association,  requested  a  humanitarian  visit  with  these  detain¬ 
ees  at  the  Wicomico  County  Jail  but  was  denied  any  access  by  John  O’Malley,  INS 
Assistant  District  Director  in  Baltimore. 

Commissioner  Meissner,  can  you  explain  to  the  subcommittee  why  the  Asian 
American  community  was  denied  this  humanitarian  visit? 

Answer.  As  a  general  policy  the  Immigration  and  Naturalization  Service  (INS) 
limits  access  to  persons  whom  it  detains  to  individuals  and  organizations  who  actu¬ 
ally  know  the  detainee  and  can  identify  him  by  name.  This  applies  to  attorneys,  the 
press,  and  private  citizens  who  are  relatives  of  the  detainee,  ^e  INS  policy,  in  this 
instance,  coincides  with  the  policy  of  the  Wicomico  County  Jail  where  the  aliens 
were  detiuned. 

On  Friday  evening  April  8,  after  normal  business  hours,  the  INS  Baltimore  office 
received  a  call  from  Ms.  Francey  Lim  Youngberg,  representative  of  the  Asian  Pacific 
American  Bar  Association  (APA3A).  Ms.  Youngberg  indicated  that  while  her  organi¬ 
zation  was  not  representing  the  aliens,  APASA  wanted  to  ensure  that  the  aliens 
were  aware  that  such  legal  representation  was  available.  She  also  indicated  APABA 
wanted  to  determine  whether  or  not  the  aliens  were  being  fed  and  given  proper 
care. 

It  would  be  highly  unusual  for  any  person  or  organization,  without  specific  accred¬ 
itation  or  regulatoiy  authority  to  be  permitted  into  a  detention  facility  for  the  pur¬ 
pose  of  evaluating  conditions  of  custody.  It  would  also  be  unusual  for  a  group  of  at¬ 
torneys  to  ask  to  meet  with  aliens  in  custody  so  that  they  can  explain  their  right 
to  be  represented  by  attorneys  such  as  themselves,  especially  when  there  is  no  es¬ 
tablished  attorney-client  relationship  among  the  parties. 

The  availability  of  legal  representation  is  something  that  is  fully  and  routinely  ex¬ 
plained  by  INS  to  aliens  in  custody.  The  question  of  representation  is  governed  by 
well  understood  and  uniform  procedures  to  ensure  an  alien’s  right  to  decide  who, 
if  anyone,  will  represent  him.  These  procedures  were  implemented  because  INS  can¬ 
not  be  in  a  position  of  influencing  the  aliens  as  to  their  representation  by  allowing 
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one  or  another  group  to  contact  them.  INS  must  carefully  avoid  any  appearance  of 
such  influence. 

Technically  AI*ABA  had  no  legal  status  in  the  matter,  and  INS  is  understandably 
cautious  about  providing  access  to  persons  in  its  custody.  Under  the  Freedom  of  In¬ 
formation  Act  and  Service  enforcement  policy  based  on  that  Act,  INS  pex^nnel  gen¬ 
erally  do  not  piovide  information  about  persons  in  custody  to  anyone  who  cannot 
demonstrate  an  official  right  to  or  need  for  the  information.  This  does  not  mean 
aliens  in  the  group  could  not  have  access  to  I^al  representation.  After  initial  proc¬ 
essing  each  person  in  custo^  was  provided  a  list  of  pro  bono  representatives  operat¬ 
ing  in  the  Baltimore  area.  Ine  list  and  their  rights  were  explained  to  them  in  their 
native  language. 

At  the  time,  the  initial  investigation  of  the  incident  was  at  a  sensitive  stage,  with 
INS  imestigators  and  others  struggling  to  unravel  a  difficult  and  pressing  case. 
When  the  ArABA  ^uest  was  received,  the  detained  aliens  were  stul  being  ques¬ 
tioned  and  crucial  time-sensitive  information  on  the  persons  who  smuggled  and  mis¬ 
treated  them  was  still  being  uncovered  by  INS. 

Further  complicating  this  particular  situation  was  the  fact  that  INS  Baltimore 

Sersonnel  were  unfanmiar  with  APABA  at  that  time.  APABA  is  not  listed  among 
le  pro  bono  organizations  available  to  represent  aliens  in  Baltimore,  nor  are  they 
on  the  more  co^rehensive  general  list  found  in  INS  Operations  Instructions. 
Therefore,  INS  officials  were  not  as  certain  as  they  may  be  today  about  the  actual 
status  and  intentions  of  APABA  with  regard  to  the  aliens. 

Ms.  Youngberg  was  assured  by  Mr.  O’Malley  that  the  Chinese  in  custody  were 
being  fed  and  well  cared  for  (all  were  medically  examined  and  treated  wi^n  48 
hours),  and  that  they  would  be  provided  information  about  the  availability  of  legal 
and  other  representation.  Although  Mr.  O’Malley  denied  APABA  access  to  the 
aliens,  as  a  sp^ial  gesture  of  cooperation  he  offered  to  distribute  to  the  detainees 
a  bilingual  APABA-p^uced  flyer  that  could  include  its  telephone  number.  The 
flyer,  furnished  by  AjPABA,  was  distributed  to  the  Chinese  at  Wicomico  on  April  9, 
the  next  day  after  Ms.  Youngberg^s  call. 

The  Service  regrets  any  misunderstanding  regarding  the  reasons  why  APABA  was 
denied  access  to  the  aliens  when  Ms.  Youn^ierg  called  on  April  8.  That  decision  cer¬ 
tainly  was  not  intended  to  rebuff  the  Asian-American  communit/s  desire  to  express 
humanitarian  concern  for  the  detainees.  The  Service’s  actions  were  intended  to  im- 
hold  the  agency’s  law  enforcement  responsibilities,  while  protecting  the  rights,  safe¬ 
ty  and  well  being  of  those  detained  by  INS. 

Question.  On  April  12,  1994,  the  Asian  Pacific  American  Bar  Association  and  sev¬ 
ere  pro  bono  legal  organizations  agmn  requested  a  visit  with  the  detainees.  This 
time,  Stephen  Fickett,  INS  Acting  District  Director  in  Baltimore  agreed  to  a  very 
restricted  visit.  He  required  that  all  statements  made  by  these  lawyers  must  first 
be  reviewed  by  the  INS  even  if  the  detainees  requested  a  confidential  consultation 
with  an  attorney. 

Can  you  explain  why  the  statements  made  by  lawyers  to  a  potential  client  should 
be  censored  in  this  manner  by  the  INS? 

Answer.  The  procedures  that  were  used  in  this  case  are  essentially  the  same  as 
those  used  at  tne  Service’s  Krome  facility  in  Miami,  Florida,  in  similar  situations. 
Mr.  Fickett  was  instructed  by  INS  Headquarters  to  follow  these  procedures  after 
Headquarters  officials  determined  that  they  represented  the  most  appropriate  and 
practical  standards  under  the  circumstances. 

INS  felt,  and  still  feels,  that  the  guidelines  established  constituted  a  very  reason¬ 
able  balance  among  the  concerns  of  the  various  interested  parties.  They  were  not 
designed  as  a  means  to  “censor”  APABA.  It  is  important  to  note  that  at  the  time 
these  guidelines  were  initially  communicated  to  APABA,  INS  was  not  told  APABA 

filanned  to  conduct  “confidential  consultations’’  with  the  aliens.  Indeed,  INS  be- 
ieved,  based  on  information  provided  by  Ms.  Youngberg  of  APABA  that  the  aliens 
were  not  being  viewed  as  potential  clients  but  APABA  only  wanted  to  check  on  their 
welfare  and  make  sure  they  were  aware  of  their  legal  rights  and  available  represen¬ 
tation. 

The  original  guidelines  given  to  APABA  regarding  this  matter  were  clear.  The 
aliens  would  be  brought  to  the  APABA  representatives  in  groujis  of  no  larger  than 
10.  APABA  would  be  allowed  to  discuss  the  detainees’  well-being  and,  in  general 
terms,  their  legal  rights.  The  proposed  agenda  and/or  statement  APABA  intended 
to  present  to  the  aliens,  as  well  as  a  list  of  any  questions  they  planned  to  ask  them, 
was  to  be  telefaxed  to  the  Deputy  District  Director  at  INS/Baltimore  in  advance  for 
approval.  The  presentation  would  have  to  be  at  a  time  certain,  during  regular  visit¬ 
ing  hours,  as  approved  by  the  warden  of  the  facility.  Finally,  if  at  any  time  the  war¬ 
den  felt  the  meeting  was  getting  out  of  hand  and  the  security  of  the  facility  was 
threatened,  he  would  be  able  to  terminate  the  presentation. 
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^  The  required  advance  notice  of  the  planned  statement  and  questions  was  not  pro- 
vided  to  INS  ^  APABA  until  the  morning  of  April  12.  The  notice  was  reviewed  by 
INS’  Deputy  General  Counsel.  He  identified  certain  factual  errors  within  the  in¬ 
tended  statement,  and  suggested  changes.  Regarding  the  intended  list  of  questions, 
he  determined  the  questions  were  mostly  unaccept^le  since  they  did  not  relate  to 
the  welfare  or  legal  rights  of  the  detainees,  but  appeared  to  be  a  solicitation  of  cli¬ 
ents. 

All  within  the  same  day,  this  information  was  communicated  to  INS/Baltimore 
District  Office,  and  that  office  relayed  it  to  Ms.  Youngberg.  Later  that  afternoon, 
another  set  of  questions  was  submitted,  and  a  prompt  review  of  that  information 
was  conducted  by  INS.  The  second  submission  was  found  to  be  more  relevant  and 
acceptable.  However,  before  agreement  could  be  reached  on  that  submission,  APABA 
began  contacting  various  congressional  offices  to  allege  that  INS  was  being  dilatory. 

The  record  is  clear  that  INS  acted  in  good  faith  at  every  point  in  this  matter.  Re¬ 
views  were  done  conscientiously  and  our  access  policy  established  the  responsible 
safeguards  our  agency  is  obliged  to  observe.  Furtnermore,  the  eirtremely  fast  turn¬ 
around  time  INS  provided,  once  given  the  information,  is  ample  proof  that  we  did 
eveiything  reasonably  possible  to  e^edite  APABA’s  conference  with  the  aliens. 

Question.  Is  this  case  of  censorship  an  unprecedented  restriction? 

Answer.  This  was  not  a  case  of  censorship.  INS  had  legitimate  law  enforcement 
interests  in  the  aliens  in  custody,  as  well  as  concerns  about  their  welfare  and  secu¬ 
rity.  INS  acted  in  a  responsible  way  to  safeguard  those  interests  and  concerns.  How¬ 
ever,  INS  actions  were  never  intended  to,  nor  did  they,  censor  any  attorney-client 
communication.  At  the  time  INS  asked  to  review  APABA  materials,  the  Service  was 
under  the  impression,  based  on  APABA  representations,  that  APABA  members  had 
no  attorney-client  relationship,  but  merely  wished  to  verify  the  aliens  were  well 
treated  and  make  sure  they  were  aware  of  their  legal  rights  and  available  represen¬ 
tation. 

Question.  The  Asian  Pacific  American  Bar  Association  and  other  pro  bono  lawyers 
were  finally  permitted  a  total  of  two  hours  to  speak  to  all  sixty-four  detainees  on 
April  13,  1994.  However,  the  day  after  the  visit,  approximately  fifty-one  of  the  de- 
tmnees  were  moved  to  other  INS  facilities.  The  pro  bono  attorneys  did  not  have  suf¬ 
ficient  time  to  get  all  the  facts  necessary  to  determine  whether  the  detainees  have 
legal  claims. 

Commissioner  Meissner,  can  you  provide  this  Subcommittee  with  a  list  of  all  de¬ 
tainees  and  the  locations  to  which  many  of  them  have  been  moved? 

Answer.  The  figure  cited  in  the  question  is  incorrect.  On  April  13,  only  36  de¬ 
tained  aliens  remained  in  the  facility.  The  others  had  been  removed  to  New  Orleans. 
A  list  of  the  detainees  in  question  is  attached  to  these  responses. 

Question.  Can  you  explain  why  these  detainees  were  moved  so  suddenly  and  with¬ 
out  notice? 

Answer.  While  the  movement  may  appear  sudden,  it  was  routine.  The  transfer 
was  planned  prior  to  APABA  expressing  an  interest  in  the  cases,  and  they  were 
aware  of  this  from  the  beginning.  There  is  generally  no  one  whom  INS  must  notify 
of  its  intention  to  transfer  detainees.  These  detainees  were  transferred  from 
Wicomico  to  New  Orleans  in  order  to  avert  overcrowding  at  the  Wicomico  facility. 
In  addition,  the  detention  space  is  less  expensive  in  Louisiana. 

This  transfer  will  not  disadvantage  the  transferred  detainees.  New  Orleans  has 
a  sizeable  Chinese  community.  As  a  result,  both  Chinese  interpreters  and  pro  bono 
counsel  are  readily  available.  Moreover,  any  transferred  detainee  who  engaged  legal 
representation  while  in  Wicomico  will  have  the  opportunity  to  file  a  motion  for  a 
change  of  venue  from  the  New  Orleans  district  to  the  Baltimore  district  once  depor¬ 
tation  proceedings  have  been  formally  commenced. 

Question.  Why  weren’t  these  detainees  moved  to  the  Winchester,  Virginia  facility? 

Answer.  Winchester  did  not  have  sufficient  space  at  the  time.  INS  contracts  bed 
space  for  60  male  detainees  at  Winchester.  In  New  Orleans,  where  the  aliens  were 
transferred,  INS  contracts  800  bed  spaces  for  male  detainees.  While  it  may  have 
been  possible  to  transfer  a  few  detainees  to  Winchester,  it  was  judged  a  better 
course  of  action  to  keep  members  of  the  group  together  as  much  as  possible. 

Question.  Why  does  INS  have  a  policy  of  renting  space  from  the  local  county  jail 
and  paying  $130  per  person  per  day? 

Answer.  The  cost  at  Wicomico  Jsul  is  $60  per  day.  INS  does  not  utilize  any  facility 
in  the  Baltimore  District  that  charges  $130  per  day. 

Question.  Why  doesn’t  INS  have  its  own  facility  in  the  Washington,  D.C.  area 
when  there  are  so  many  detainees  that  have  been  held  here  in  INS  custody? 

Answer.  INS  is  constantly  assessing  sites  for  detention  facilities,  including  the 
Washin^n,  D.C.  area.  The  building  of  INS  facilities  is  demand-driven  but  not  on 
the  basis  of  apprehensions  in  a  specific  location.  Location  is  determined  after  con- 
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sultiiig  many  factors,  only  one  of  which  is  the  apprehension  rate  in  a  particular 
area,  and  then  only  when  a  rate  of  apprehension  has  been  sustained  over  a  substan¬ 
tial  period  of  time.  More  important  factors  are  such  items  as:  cost  of  detention, 
availability  of  support  services,  overall  space  available,  economy  and  ease  of  trans¬ 
portation,  and  availability  of  people  competent  to  represent  detainees. 

Detained  Chinese  aliem  and  their  locations 


Name 


Location 


Chen,  Zhai  Lin . 

Chen,  Zhi  Xian  . 

Ke,  Shun  Ying  . 

Yang,  Hua  Guang . 

Zhang,  Song  Di . 

Yang,  Wen  Quan  . 

Ke,  Shun  Jian . 

Chen,  ^  Xiang . 

Chen,  Yu  . 

Dong,  Xing  Xia  . 

Lu,  To^  Dei  (juvenile) 

Jian,  Jin  Chuan . 

Li,  Xuan  Shi . 

Chen,  Mei  Hua  (female) 

Bian  ^n  (female)  . 

Lin,  Yin  Chin  (female) 

Chen,  Xue  Tao . 

Chen  Yan  Ji  (female)  .... 

Dong,  Xing  Xiao . 

Tang,  Xing  Zhu . 

Li,  Chin  Cnin  (female)  .. 
Chen,  Li  Here  (female)  . 

Chen,  Shun  De  . 

Dong,  Lian  Diau  . 

Qui,  Lin  Xing  . 

Wang,  ^an^  . 

Zhang,  Xian  . 

Tung,  Xiu  Bao . 

Chen,  Xue  Tun . 

Chen,  Fen  Yuan . 

Chen,  Pen  Yuan . 

Wang,  Shen  Tei  . 

Liu,  Xian  Yu  . 

Lin,  Qin . . 

Lin,  Rui  Guan$  . 

Dong,  Tian  Bao . 

Liu,  Zhi  Yong . 

Cheng,  Chong,  Chao . 

Zhu,  Ben  Shi . 

Chen,  Shi  Wu . 

Chen,  Jian  Zhun . 

Kao,  Xi . 

Chen,  Xue  Gon . 

Wang,  Qui  Hua . 

Chen,  Sing  Ming . 

Lin,  Chai^  . 

Chen,  Mei  Lin  (female)  . 

Chun  Zheng  Hui . 

Jiang,  Xian  Ghui  . 

Li,  Da  Hu  . 

Chen,  <^an . 

Chen,  )uan  Ping  . 

Dong,  Rong . 

Dong,  Li  Bing . 

Zhai^,  Boa . 

Wu,  Xue  Xiang . 

Weng,  Yu  Chuang  . 

Chen,  Yuen  (juvenile)  .... 


New  Orleans,  LA,  parish  jail. 
Do. 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 

Philadelphia,  PA,  jail. 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 

NOLI. 

Do. 

Do. 

Do. 

Do. 

Lan^^^MI,  jail. 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 

Wicomico,  Salisbury,  MD. 
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Detained  Chinese  aliens  and  their  locations — Continued 


Name  Location 

Chen,  Chong  Li .  Do. 

Chen,  Bo  (juvenile) .  Do. 

Chen,  Zhai  Lin .  Do. 

Chen,  Chun  Sheng  (juvenile)  .  Do. 

Chang,  Li  Li  (female) .  Do. 

Chen,  Li  Hua  (female)  .  Do. 

Li,  XiM .  Do. 

Chen,  Zong  Jet  (juvenile) .  Do. 

Chen,  Ma  Mon .  Do. 


>  JuvenilM  coded  NOL  ere  in  locel  juvenile  detention  oentere  in  New  Orleans. 


Questions  Submitted  by  Senator  Dennis  DeConcini 

IMMIGRATION  INITIATIVE 

Question.  Commissioner  Meissner,  when  the  Attorney  General  and  yoiurself  an¬ 
nounced  the  INS  Immigration  Initiative  on  February  3,  1994,  I  was  very  concerned 
about  the  impact  that  the  strata^  would  have  on  Arizona.  I  now  feel  1  have  even 
fireater  cause  for  concern.  As  you^ow,  things  are  getting  veiy  tough  for  the  Border 
Patrol  in  Arizona.  Every  month  the  Tucson  Sector  breaxs  a  another  record  in  the 
number  of  apprehensions  and  the  incidents  of  violence  are  on  the  rise. 

In  addition,  there  exists  a  potentially  explosive  situation  with  the  flood  tunnels 
under  the  Nogales  port-of-entry  where  as  many  as  160  Mexican  youth  live.  These 
tunnels  are  used  for  illegal  entiy  into  Nogales  and  the  crimes  committed  by  these 
young  people  are  very  serious.  In  fact,  I  am  told  that  the  most  recent  inspection  of 
the  tunnel  was  conducted  by  a  SWAT  team  in  full  armor.  Further,  agents  in  Arizona 
tell  me  that  they  can  hardly  remember  the  days  when  they  did  not  wear  their  vests 
to  work.  Having  said  all  that,  I  sincerely  hope  you  will  consider  shifting  some  agents 
to  the  Tucson  Sector.  It  was  my  understanmng  that  you  would  be  prepared  to  shift 
agents  to  other  sectors  if  deemed  necessary.  /Gre  you  still  prepared  to  shift  agents? 

Answer.  It  is  not  likely  that  a  shift  of  agents  to  other  sectors  will  be  possible  dur¬ 
ing  1994.  The  Service  must  brinjp;  the  border  under  control  in  areas  of  m^or  activity, 
while  monitoring  activities  caremll^  in  other  sectors  to  be  certain  that  resources  are 
being  used  effectively.  The  Service  is  aware  of  the  situation  in  Nogales  and  is  follow¬ 
ing  developments  there  very  closely. 

Question.  If  so,  have  you  considered  shifting  any  agents  to  the  Tucson  Sector? 

Answer.  Although  the  Service  is  not  considering  smfting  agents  to  the  Tucson  Sec¬ 
tor  in  fiscal  year  1994,  plans  for  the  Sector  include  the  hiring  of  support  personnel 
allowing  33  agents  currently  performing  non-agent  duties  to  be  redirected  back  to 
the  line.  This  is  the  equivalent  of  a  13  percent  Increase  in  the  agent  strength  in 
the  Tucson  Sector. 

Question.  When  would  you  begin  to  move  agents?  How  long  would  you  expect  this 
shift  to  take? 

Answer.  The  agents  who  will  be  redirected  within  the  Tucson  Sector  will  be 
moved  to  duties  on  the  line  b3r  the  end  of  the  fiscal  year. 

Question.  And  if  not,  what  is  the  basis  for  deciding  not  to  shift  agents  to  the  Tuc¬ 
son  sector? 

Answer.  Available  resources  have  to  be  committed  to  locations  where  the  Service 
continues  to  have  the  most  serious  problems  in  controlling  the  border.  The  San 
Diego  and  El  Paso  Sectors  are  the  sectors  with  the  largest  illegal  traffic.  Gaining 
control  of  these  two  areas  is  our  first  priority. 

Question.  I  think  we  all  knew  that  attempting  gaining  control  over  El  Paso  or  San 
Diego  would  make  Arizona  the  weak  link.  In  fact,  recent  figures  indicate  an  overall 
decune  in  apprehensions.  However,  Tucson  is  apprehending  more  and  more  people 
each  month.  Is  your  office  conducting  an  ongoing  review  of  how  the  current  INS  im¬ 
migration  strata^  is  working? 

Answer.  The  border  control  strategy  is  being  monitored  in  all  sectors  along  the 
border. 

Question.  Have  you  been  monitoring  the  situation  in  the  Tucson  sector? 

Answer.  The  operations  in  the  Tucson  Sector  are  being  monitored  by  the  Service 
as  a  part  of  the  overall  effort  in  monitoring  the  border  control  strategy. 

Question.  When  do  you  expect  to  make  decisions  on  the  placement  of  your  new 
agent  positions  for  fiscid  year  1996? 
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Answer.  Decisions  on  the  placement  of  new  agent  positions  for  fiscal  year  1995 
will  be  made  during  the  first  and  second  quarters  of  the  fiscal  year. 

Question.  Could  you  provide  to  the  Committee  an  explanation  of  the  review  you 
conduct  to  arrive  at  the  decisions  for  placement  of  agents? 

Answer.  The  Service’s  strata^  of  prevention  through  deterrence  requires  that  the 
agency  gain  control  at  the  mfijor  crossing  points  in  priority  order  alone  the  South¬ 
west  border  by  concentrating  new  resources  in  these  areas  rather  than  diluting 
these  resources  piecemeal  along  the  entire  border.  San  Diego  and  El  Paso  incur  the 
majority  of  illegal  crossings  and  are,  therefore,  the  first  priority.  Once  INS  has  dis¬ 
rupted  the  illegal  traffic  in  these  areas,  resources  will  be  targeted  to  those  areas 
receiving  the  shift  in  illegal  traffic. 


NOGALES  FENCE 

Question.  As  you  know,  I  continue  to  feel  that  the  community  and  the  Border  Pa¬ 
trol  in  Nogales  require  fencing  to  protect  them  from  the  increasing  violence  along 
the  border.  Last  year  the  Coniereea  instructed  INS  to  absorb  the  cost  of  alternative 
fencing  for  Nogales,  Arizona,  and  other  border  communities  within  the  resources 
provided.  Do  you  believe  that  the  Border  Patrol  and  community  in  Nogales,  Arizona 
require  fencing  for  their  own  safety? 

Answer.  The  Border  Patrol  and  the  community  in  Nogales  would  both  benefit 
from  the  installation  of  fencing.  It  would  contribute  to  the  Service’s  on-going  efforts 
to  control  the  border  and  contribute  to  public  safety  in  general. 

Question.  Why  hasn’t  INS  moved  forward  on  constructing  alternative  fencing  in 
Nogales?  Is  the  cost  prohibitive? 

Answer.  Agreement  has  been  reached  regarding  the  construction  of  landing  mat 
fencing  outside  downtown  Nogales.  The  City  strongly  supports  the  construction  of 
alternate,  aesthetically-pleasing  fencing  in  the  downtown  area.  The  one  proposal  we 
have  seen  estimates  the  cost  of  the  fence  to  be  approximately  $370,000  for  less  than 
one-mile  of  fencing.  In  contrast,  landing  mat  fencing  in  Arizona  costs  the  Service 
approximately  $37,000  per  mile.  Funding  is  available  for  landing  mat  fencing,  but 
has  not  been  identified  for  alternate  fencing.  In  the  meantime,  the  Border  Patrol 
will  patch  holes  in  the  existing  fence  with  landing  mat  materials. 

Question.  It  is  my  understanding  that  the  Border  Patrol  in  Tucson  signed  off  on 
the  design  presented  by  the  community.  Is  that  your  understanding?  If  not,  what 
is  the  difficulty  with  the  design? 

Answer.  The  Border  Patrol,  Tucson  Sector,  has  not  signed  off  on  the  design  of  the 
alternate  fencing  for  downtown  Nogales.  The  Patrol  is  aware  of  the  proposed  design 
for  the  fence,  its  aesthetically-pleasing  features,  and  its  estimated  cost.  However, 
funding  for  an  alternate  fence  has  not  been  identified,  and  an  assessment  of  the  pro¬ 
posed  fence’s  law  enforcement  functionality  needs  to  be  undertaken.  The  Patrol  un¬ 
derstands  the  local  officials’  concerns  regarding  the  design  of  the  fence  and  has  ad¬ 
vised  that  they  examine  fencing  used  in  other  Sectors  for  alternatives.  In  Naco,  for 
example,  the  Border  Patrol  is  providing  paint  and  the  city  will  hold  an  art  contest. 
Ultimately,  murals  will  be  painted  on  the  fence. 

Question.  If  I  was  able  to  secure  funding  or  partial  funding  for  fencing  is  there 
any  support  which  INS  could  contribute? 

Answer.  The  Service  would  arrange  to  have  the  Border  Patrol  provide  security  as¬ 
sistance  while  the  fence  is  being  constructed  If  they  are  appropriate  to  the  desipi 
and  available,  the  Patrol  could  provide  landirg  mat  materials  and  quickly  assess  the 
law  enforcement  functionality  of  any  design  proposal.  Finally,  the  Border  Patrol  can 
help  coordinate  at  the  local  level,  including  facilitating  contact  with  the  Mexican 
Government. 

Question.  Would  it  be  possible  to  get  the  National  Guard  deployed  as  they  are  for 
the  construction  for  the  landing  mat  fence? 

Answer.  The  deployment  of  National  Guard  personnel  for  the  construction  of  fenc¬ 
ing  other  than  the  landing  mat  type  would  have  to  be  discussed  with  and  approved 
by  appropriate  authorities  in  the  Arizona  National  Guard.  National  Guard  partici¬ 
pation  in  the  construction  of  alternate  fencing  would  probably  depend  on  whether 
Guard  ^rsonnel  possess  the  skills  required  for  the  project  and  the  length  of  time 
requirea  to  complete  the  work.  Furthermore,  JTF-6  coordinates  the  deployment  of 
Department  of  Defense  personnel  for  this  type  of  exercise. 


Office  of  Justice  Programs 

STATEMENT  OF  KATHLEEN  KENNEDY  TOWNSEND,  DEPUTY  ASSIST¬ 
ANT  ATTORNEY  GENERAL,  OFFICE  OF  JUSTICE  PROGRAMS 

ACCOMPANIED  BY; 

JACK  A.  NADOL,  ACTING  DIRECTOR,  BUREAU  OF  JUSTICE  ASSIST¬ 
ANCE 

LAWRENCE  GREENFELD,  ACTING  DIRECTOR,  BUREAU  OF  JUSTICE 
STATISTICS 

CAROL  A,  PETRIE,  ACTING  DIRECTOR,  NATIONAL  INSTFIUTE  OF 
JUSTICE 

JOHN  J,  WILSON,  ACTING  ADMINISTRATOR,  OFFICE  OF  JUVENILE 
JUSTICE  AND  DELINQUENCY  PREVENTION 

CAROL  fN  A*  HIGHTOWER,  ACTING  DIRECTOR,  OFFICE  FOR  VIC¬ 
TIMS  OF  CRIME 

PHYLUS  M.  BLACK,  DIRECTOR,  BUDGET  STAFF,  OFFICE  OF  JUS¬ 
TICE  PROGRAMS 

STEPHEN  R,  COLGATE,  ASSISTANT  ATTORNEY  GENERAL  FOR  AD- 
MINISTRATION 

MICHAEL  J,  ROPER,  DEPUTY  ASSISTANT  ATTORNEY  GENERAL 
CONTROLLER 

ADRIAN  A.  CURTIS,  DIRECTOR,  BUDGET  STAFF 

BUDGET  REQUEST 

Senator  Holdings.  The  subcommittee  will  now  hear  from  the  Of¬ 
fice  of  Justice  Programs.  As  of  Friday,  April  22,  the  request  for  jus¬ 
tice  assistance  in  fiscal  1995  totaled  $714  million,  an  increase  of 
$35  million  above  the  amount  appropriated  last  year. 

The  President's  request  also  includes  an  additional  $1,720  billion 
in  crime  control  funds  for  programs  that  will  be  administered  by 
the  Office  of  Justice  Programs.  These  programs  will  include  $1,720 
billion  for  grants  to  State  md  local  government  to  put  more  than 
50,000  uniformed  police  officers  on  the  streets  in  1995,  and  $100 
million  for  grants  to  States  to  improve  their  criminal  records  iden¬ 
tification  systems. 

Appearing  is  Ms.  Kathleen  Kennedy  Townsend,  the  Deputy  As¬ 
sistant  Attorney  General  for  the  Office  of  Justice  Programs.  We 
welcome  you  here  this  morning,  and  we  would  be  delighted  to  hear 
from  vou.  Your  statement  in  its  entirety  will  be  included  in  the 
record,  and  you  can  deliver  it  or  highlight  it  whichever  you  wish. 

OPENING  STATEMENT  OF  KATHLEEN  KENNEDY  TOWNSEND 

Ms.  Townsend.  Thank  you,  Senator.  I  will  submit  it  for  the 
record,  but  I  would  like  to  say  a  few  words.  Before  I  do  that,  I 
brought  with  me  the  bureau  heads  from  the  Office  of  Jy.stice  Pro¬ 
grams,  so  I  would  like  to  introduce  them  to  you.  This  is  Jack 
Nadol,  Acting  Director  of  the  Bureau  of  Justice  Assistance,  which 
as  you  know,  is  the  part  of  the  Justice  Department  that  gives 
grants  to  States  for  community  policing  and  for  corrections. 

(763) 
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Senator  Hollings.  He  looks  like  a  sugar  daddy.  [Laughter.] 

Ms.  Townsend.  That  is  the  way  we  think  of  him  at  the  office. 
[Laughter.] 

Jack,  I  really  need  help.  [Laughter.] 

And  there  is  John  Wilson,  wno  is  Acting  Administrator  for  the 
Office  of  Juvenile  Justice  and  Delinouency  Prevention,  which  has 
started  a  great  program  to  help  bulla  families.  To  have  strong  de< 
linquency  prevention,  we  have  got  to  build  families  and  build 
strong  community  organizations  as  well  as  look  at  graduated  sanc¬ 
tions  so  we  make  sure  that  we  really  get  what  is  best  for  that  child, 
and  at  the  same  time  punish  them  appropriately. 

We  have  Carolyn  Hightower  right  here,  who  is  the  Acting  Direc¬ 
tor  for  the  Office  for  Victims  of  Crime  who  did  a  great  job  at  the 
White  House  yesterday  on  addressing  victims  problems  and, 
throughout  the  States,  has  been  very  helpful  in  giving  some  com¬ 
fort  to  victims.  As  you  know,  we  have  so  many  victims  today. 

And  Carol  Petrie,  who  is  Acting  Director  of  the  National  Institute 
of  Justice,  which  is  also  part  of  the  Justice  Department.  She  does 
the  studies  figuring  out  what  works,  and  has  done  a  lot  on  commu¬ 
nity  policing,  which  I  think  means  that  we  have  a  lot  to  build  on. 

And  Larry  Greenfeld,  who  is  from  the  Bureau  of  Justice  Statis¬ 
tics,  who  figures  out  how  many  crimes  have  been  committed  and 
what  we  should  do  about  them. 

1996  BUDGET  REQUEST 

You  have  got  our  budget  figures  correct.  We  are  going  to  be  ask¬ 
ing  this  year  for  OJP  $714,693,000;  $364  million  wili  be  for  the 
“Justice  assistance”  account  and  $350  million  will  be  for  the  State 
Criminal  Alien  Assistance  Program  (SCA),  which  is  the  program 
that  we  discussed  recently  where  we  will  help  incarcerate  the  ille¬ 
gal  aliens.  In  addition,  we  are  asking  for  $29  million  for  the  public 
safety  officer  benefits  programs.  As  you  know,  this  is  also  a  part 
of  what  we  are  asking  that  I  am  going  to  talk  about  today.  The  big¬ 
gest  part  of  the  President’s  budget  is  for  the  crime  bill,  which  will 
be  an  enormous  increase  to  help  the  States;  $1.7  billion.  One  of  the 
things  that  I  wanted  to  touch  on  before  I  answer  any  questions  you 
have  is  the  Edward  Byrne  Formula  Grant  Program,  because  there 
has  been  a  lot  of  controversy  as  you  know.  Senator. 

TERMINATION  OF  EDWARD  BYRNE  FORMULA  GRANT  PROGRAM 

Senator  Hollings.  There  has  been  a  lot  of  agreement.  We  just 
have  not  had  the  money  put  back  in.  We  asked  the  Attorney  Gen¬ 
eral  and  she  said  before  this  committee  and  on  her  recent  visit  to 
South  Carolina  to  view  the  violence  task  force  that  she  intended  to 
fully  fund  the  Byrne  grant,  and  then  we  came  back  and  just  got 
one-third  of  the  restoration.  You  are  talking  about  $1.7  billion  over 
here,  but  she  has  not  got  it  right  with  the  program. 

The”  gentleman  here  administers  the  Byrne  program  and  knows 
that  it  works.  It  has  tremendous  flexibility,  and  supports  a  mul¬ 
tiplicity  of  different  Justice  programs  and  everything  else,  in  addi¬ 
tion  to  the  cop  on  the  beat  or  the  community  police  program.  In 
that  light,  while  you  say  you  have  got  all  these  people,  everybody 
agrees  on  what  works,  ana  that  to  terminate  it  would  be  a  mistake, 
so  then  why  only  reimburse  one-third  of  it  instead  of  the  full  $358 
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million — I  understand  you  are  restoring  only  $125  million.  That  is 
the  controversy.  Can  you  tell  me  about  that,  please? 

Ms.  Townsend.  I  would  love  to.  The  idea  was,  when  the  Presi¬ 
dent  and  the  Attorney  General  and  the  administration  decided  to 
eliminate  the  Byrne  formula  grants  in  the  first  place,  was  that  the 
real  need  on  the  streets  is  community  police  officers,  people  who 
will  walk  the  beat  and  talk  to  the  community  and  solve  those  prob¬ 
lems.  That  would  be  really  the  best  way  to  fight  crime. 

That  is,  when  you  go  out  in  the  field  and  talk  to  people,  what 
do  they  say  to  you?  They  say,  we  need  community  police  officers. 
We  need  more  cops  on  the  beats.  We  want  a  police  officer  nearby, 
visible,  so  we  see  them,  and  so  that  is  what  people  were  telling  us 
in  the  administration  constantly  in  community  after  community  in 
the  United  States. 

In  a  budget  crunch,  as  you  well  know,  the  question  is  sometimes 
you  have  to  make  tough  decisions,  and  it  is  not  easy,  it  is  not  fun, 
it  is  not  pleasant,  but  sometimes  you  just  make  those  tough  deci¬ 
sions,  and  the  decision  that  we  made,  the  administration  made,  is 
that  we  are  going  to  put  a  lot  of  police  on  the  beat. 

We  are  going  to  put  the  police  out  there.  We  are  going  to  give 
lots  of  money  to  the  communities,  and,  therefore,  we  are  going  to 
have  to  look  at  other  places  that  could  be  cut,  not  because  it  is  not 
a  good  program,  but  because  there  is  just  not  all  the  money  in  the 
world. 


MULTIJURISDICTIONAL  TASK  FORCES 

Now,  after  that  original  decision  was  made,  we  did  hear  from  lots 
of,  as  you  know,  police  organizations  across  the  United  States,  and 
they  said  it  was  very  important  to  get  back  the  multijurisdictional 
task  forces,  and  we  knew  how  much  that  was  a  part  of  the  Byrne 
grants,  about  $125  million,  and  it  was  restored.  It  is  not  perfect. 
I  mean,  nobody  pretends  it  is  perfect,  but  it  is  always  the  question 
of  how  you  make  the  best  balance  when  you  have  a  limited  amount 
of  money. 

[The  statement  follows:] 

Statement  of  Kathleen  Kennedy  Townsend 

Mr.  Chairman  and  Members  of  the  Subcommittee:  I  am  pleased  to  have  this  op¬ 
portunity  to  discuss  the  Administration’s  plans  to  provide  assistance  to  State  and 
local  governments  to  help  them  control  violent  and  drug-related  crime  and  to  sup¬ 
port  the  1996  budget  request  for  th*:  Office  of  Justice  Programs.  This  Administration 
18  committed  to  reducing  violence  find  the  fear  of  violence.  We  must  take  back  our 
country  from  the  violent  criminals  vho  terrorize  our  citizens.  It  is  our  responsibility 
to  create  a  sense  of  order  and  p(iac<^  so  that  our  citizens  can  be  freed  from  fear  and 
so  that  we  can  reclaim  our  pub'ic  i^paces.  We  recognize,  as  do  you,  that  a  critical 
component  of  crime  control  is  working  in  close  partnership  with  State  and  local  gov¬ 
ernment. 


OFFICE  OF  JUSTICE  PROGRAMS 


The  Office  of  Justice  Programs  is  the  primary  Federal  agen^  designated  to  help 
State  and  local  governments  control  crime  and  violence.  The  OJP  and  its  bureaus 
identify  emerging  criminal  justice  issues,  develop  new  ideas  and  test  promising  ap¬ 
proaches  to  address  these  issues;  evaluate  results;  and  disseminate  these  finoings 
and  other  information  to  the  Nation.  OJP  also  provides  dollars  to  States  and  locals 
to  support  their  initiatives,  assists  victims  of  crime,  and  collects  statistical  data 
about  crime  and  vicUmization.  A  high  priority  of  OJP  is  to  empower  communities 
to  deal  successfully  with  crime  and  violence  by  improving  intergovernmental  rela- 
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tionahips,  which  are  critical  to  the  success  of  the  Administration’s  Empowerment/ 
Enterprise  Zone  Program. 

We  are  requesting  $364^693, 000  and  365  positions  for  the  Justice  Assistance  ac¬ 
count  This  represents  a  decrease  of  $314,912,000  and  an  increase  of  seventeen  posi¬ 
tions  over  1994.  This  year  our  appropriation  is  $679,605,000  and  348  positions.  The 
amount  requested  for  1995  includes  an  increase  of  $4,027,000  for  adjustments  to 
base  and  program  decreases  totaling  $318,939,000.  Let  me  briefly  discuss  the  Ad¬ 
ministration’s  budget  request  for  each  of  the  five  bureaus. 

BUREAU  OF  JUSTICE  ASSISTANCE 

In  the  original  budget  request  that  was  submitted  to  you,  we  asked  for 
$100,000,000  for  the  Edward  Byrne  Grant  program,  which  is  a  decrease  of 
$374,500,000  below  the  1994  funding  level.  The  proposal  eliminated  funding  for  the 
Formula  grant  pro^am  and  increased  the  Discretionary  program  firom  $50,000,000 
to  $100,000,000.  Elimination  of  the  Byrne  Formula  grant  program  was  requested  in 
order  to  support  expansion  of  the  Juvenile  Justice  program  and  to  provide  resources 
rcquiied  by  the  Department  to  maintain  its  core  Federal  responsibilities,  primarily 

f>ri8on  operations  In  addition,  the  Administration  believed  that  the  new  State  and 
ocal  assistance  programs  in  the  pending  Crime  Bill  will  more  than  offset  the  loss 
of  funds  under  the  Byrne  Formula  grant  program. 

However,  in  the  last  few  weeks  the  Ad^nistration  has  recognized  concerns  about 
continuation  of  the  Multuurisdictional  Task  Forces  funded  through  the  Byrne  for¬ 
mula  grants  and,  although  the  Administration’s  budget  request  wl  not  be  amend¬ 
ed,  we  have  identified  $125  million  in  the  Administration’s  1995  budget  request  that 
can  be  used  to  fund  this  Task  Force  activity.  The  proposed  offsets  to  the  pending 
request  include  a  $50  million  reduction  in  the  public  safety  and  community  policing 
grants  for  1995;  $50  million  from  the  proposed  inciease  for  Byrne  discretionary 
grants;  and  $25  million  from  the  proposed  increase  in  funding  for  the  Juvenile  Jus¬ 
tice  and  Delinquency  Prevention  Program.  The  Administration  is  also  supporting  an 
amendment  to  the  crime  bill  to  make  the  Byrne  ^rant  program  eligible  for  funding 
from  the  Crime  Control  Fund.  'This  is  necessary  to  permit  use  of  the  $50  million 
offset  from  the  policing  grants  for  Byrne  grant  funding. 

A  reduction  of  $14,491,000  is  reauested  for  the  Regional  Information  Sharing  Sys¬ 
tem  (RISS)  program.  This  proposal,  which  eliminates  funding  for  the  pro-am,  ^1 
provide  the  Department  some  of  the  funding  necessary  to  mnd  core  Federal  mis¬ 
sions,  such  as  prison  operations.  Further,  the  Administration  believes  that  the  many 
State  and  local  assistance  provisions  offered  by  the  pending  Crime  Bill  will  more 
than  offset  the  loss  of  RISS  funding. 

OFFICE  OF  JUVENILE  JUSTICE  AND  DELINQUENCY  PREVENTION 

In  the  original  budget  request,  we  asked  for  $172,200,000  for  Juvenile  Justice  pro¬ 
grams,  whidh  was  an  increase  of  $69,250,000  over  the  1994  appropriation.  {This 
amount  does  not  reflect  the  impact  of  the  proposal  mentioned  earlier  regarding 
funding  for  the  Multijurisdictional  Task  Forces  under  the  Byrne  Program,  because 
the  Administration’s  budget  recmest  has  not  been  amended.  That  proposal  would  re¬ 
duce  the  requested  increase  by  $25  million.) 

However,  that  would  still  leave  us  with  a  requested  increase  of  $44,250,000.  The 
requested  increased  will  allow  the  Office  of  Juvenile  Justice  and  Delinquency  Pre¬ 
vention  to  implement  a  comprehensive  strategy  that  will  focus  resources  on  pro¬ 
grams  desi^^  to  prevent  delinquency  and  identify  and  intervene  effectively  with 
serious,  violent,  and  chronic  juvenile  offenders.  OJJDFs  comprehensive  strategy  re¬ 
volves  around  three  priority  areas:  delinquency  prevention,  community-based  alter¬ 
natives,  and  improvement  of  the  juvenile  justice  system.  Under  prevention,  we  will 
strengthen  the  family,  support  core  community  institutions  in  their  work  with 
youth,  emphasize  the  prevention  of  delinquency  and  gang-related  activity,  and  con¬ 
trol  violent  youth  crime.  Under  community-based  alternatives  we  will  promote  the 
maintenance  of  ties  with  family,  school,  and  community.  To  improve  the  juvenile 
justice  system  we  will  promote  law-abiding  behavior  and  ensure  the  most  effective 
allocation  of  system  resources. 

The  request  provides  an  increase  in  funds  for  existing  core  programs  such  as  the 
State  formula  ^ants,  juvenile  justice  discretionary  grant  projects,  and  gang-related 
piW&nis. 

Trie  budget  also  provides  funding  for  two  new  programs  created  by  the  1992  Juve¬ 
nile  Justice  and  Delinquency  Prevention  Act  amendments— Incentive  Grants  for 
Local  Delinquency  Ifrevention  and  the  State  Challenge  Activities  program. 
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The  Misdng  Children  program  and  Victims  of  Child  Abuse  programs,  which  are 
also  administered  by  the  Office  of  Juvenile  Justice  and  Delinquency  Prevention,  will 
be  continued  at  the  1994  resource  level 

BUREAU  OF  JUSTICE  STATISTICS  AND  NATIONAL  INSTITUTE  OF  JUSTICE 

The  budget  request  will  maintain  the  research  and  statistical  programs  of  the  Na¬ 
tional  Institute  of  Justice  and  the  Buniau  of  Justice  Statistics  at  Uie  base  ffinding 
level. 


MANAGEMENT  AND  ADMINISTRATION 

Management  and  Administration  is  increased  by  $802,000,  seventeen  positions, 
and  six  workyears.  This  amount  includes  an  increase  of  $1,250,000,  twenty- two  posi¬ 
tions,  and  eleven  workyears  for  the  Office  of  Juvenile  Justice  and  Delinquency  Pre¬ 
vention  in  conjunction  with  the  proposed  Juvenile  Justice  program  enhancement. 
The  increase  for  Juvenile  Justice  is  offset  by  a  decrease  of  $448,000,  which  includes 
a  reduction  of  $250,000,  five  positions  and  five  workyears  in  response  to  the  Presi¬ 
dent’s  goal  of  reducing  Feder^  civilian  employment  and  a  decrease  of  $198,000  for 
the  absorption  of  the  1996  annualization  cost  of  the  1994  locality  pay  raise. 

PUBUC  SAFETY  OFFICERS’  BENEFITS 

A  total  of  $29,717,000  is  requested  for  the  Public  Safety  Officers’  Benefits  (PSOB) 
program.  While  the  total  amount  rec^uested  represents  the  base  funding  level,  we 
are  proposing  a  shift  of  $2,072,000  the  Death  Benefits  program  to  the  Disabil¬ 
ity  Benefits  program.  The  PSOB  Disability  Program,  which  is  a  discretionaiy  ac¬ 
count,  has  not  b^n  directly  funded  for  the  past  two  years  and  has  been  dependent 
on  fund  transfers  from  other  accounts  in  the  Department.  The  funding  level  re¬ 
quested  for  the  Death  Benefits  program,  which  is  a  mandatory  account,  is  expected 
to  be  sufficient  to  pay  all  eligible  claims  in  1995. 

OFFICE  FOR  VICTIMS  OF  CRIME— CRIME  VICTIMS  FUND 

The  Crime  Victims  Fund  is  financed  by  Federal  criminal  fines,  bond  forfeitures, 
and  penalty  assessments.  For  fiscal  year  1995  it  is  budgeted  at  $160,218,000.  Re¬ 
sources  in  the  Fund  are  used  to  support  State  compensation  and  assistance  pro¬ 
grams  that  improve  services  provided  to  innocent  crime  victims  in  America.  The  pro¬ 
gram  level  for  1995  is  based  on  our  estimate  of  collections  'n  1994. 

BUDGET  AMENDMENT 

In  closing,  Mr.  Chairman,  on  last  Friday,  April  22,  the  President  sent  to  Congress 
a  fiscal  year  1995  budget  amendment  for  the  Office  of  Justice  Pro^ams.  This 
amendment  will  provide  a  new  $350  million  State  Criminal  Alien  Assistance  Pro¬ 
gram,  which  will  help  States  pay  for  the  costs  of  incarcerating  illegal  aliens  con¬ 
victed  of  a  felony.  This  program  is  a  key  part  of  the  Administration’s  overall  strat¬ 
egy  for  addressing  the  problem  of  illegal  immigration. 

This  concludes  my  statement,  Mr.  Chairman.  I  would  be  pleased  to  answer  any 
questions  you  or  other  members  of  the  Subcommittee  may  have. 

Senator  Holdings.  Senator  Domenici. 

Senator  Domenici.  Everything  we  are  talking  about,  when  we  go 
visit  our  localities  in  terms  of  where  help  is  needed,  it  is  not  ^1 
that  we  want.  Policemen,  I  mean,  with  all  due  respect,  prevention, 
apprehension,  prosecution,  adjudication,  treatment,  that  is  where  it 
goes  in  New  Mexico.  That  is  where  the  Byrne  funds  go,  just  like 
it  does  in  your  State  and  other  States. 

Senator  Holdings.  Well,  in  South  Carolina  we  have  got  edu¬ 
cation  in  schools,  efforts  to  combat  street  sales  of  drugs,  criminal 
justice  records  improvement,  drug-alcohol  treatment  in  prisons,  en¬ 
hancement  of  forensic  labs,  funding  of  public  defenders,  improve¬ 
ment  of  sex  abuse  investigations,  alternatives  to  detention,  as  well 
as  community  policing. 
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DRUG  ABUSE  RESISTANCE  EDUCATION  [DARE]  PROGRAM 

Senator  Domenici.  Right,  and  in  addition,  as  I  understand  it, 
with  their  programs  funded  by  this,  and  frankly,  when  the  Presi¬ 
dent  first  sent  it  off,  sent  it  over,  DARE  would  have  been  elimi¬ 
nated  in  my  State. 

Senator  ROLLINGS.  Let  me  make  that  record.  Senator  Rudman 
and  I  went  all  over  the  State  of  South  Carolina — ^this  was  2  or  3 
years  ago,  and  just  as  Ms.  Townsend  now  says  there  is  not  all  the 
money  in  the  world,  we  told  the  witnesses  that  there  was  not  much 
money  but  if  we  could  add  one  person  in  each  of  our  46  counties — 
we  had  the  Solicitor,  the  prosecutor,  we  had  the  judge,  we  had  the 
corrections  folks,  we  had  the  superintendent  of  education,  right  on 
down  the  line,  and  we  asked  w’hat  would  they  choose  as  the  one 
per  county.  They  all  said  a  DARE  officer.  Even  the  prison  fellow 
agreed  on  that.  Everyone  agreed  on  that. 

AVAILABILITY  OF  FEDERAL  RESOURCES 

Senator  Domenici.  Let  me  just  make  my  thoughts,  if  you  do  not 
mind.  Frankly,  I  said  a  while  ago  with  reference  to  the  $350  mil¬ 
lion  for  the  pro^am  to  help  the  States  incarcerate  illegals,  that  the 
process  of  funding  these  was  phony,  and  frankly,  I  think  the  proc¬ 
ess  for  funding  the  policeman  on  the  beat  is  phony,  too,  because  it 
is  absolutely  incredible  that  you  would  cut  the  Byrne  program  as 
much  as  it  was  cut  in  the  President’s  budget  to  fund  and  say  to 
Congress,  but  you  can  fund  $1.7  billion  for  new  community-based 
policemen.  We  guarantee  them  for  3  years,  and  after  that  we  are 
not  sure  what  is  going  to  happen. 

I  mean,  that  is  phony,  because  that  never  was  going  to  happen, 
and  we  are  meeting  on  that  all  over  the  jurisdiction  of  this  commit¬ 
tee.  I  mean,  we  have  got  things  cut  at  the  same  time  we  know  they 
are  not  going  to  be  cut,  and  we  are  asked  for  increases  based  on 
those  cuts,  and  now  we  have  got  fees  in  this  committee  that  are 
being  treated  like  general  taxes. 

They  are  not  fees  to  run  an  agency,  they  are  fees  to  put  in  the 
general  Treasury  to  make  up  for  what  is  needed  for  the  programs, 
and  there  is  nothing  to  be  done  about  it,  and  it  is  not  your  fault. 
Obviously,  you  are  trying  your  best.  But  you  know,  the  wording 
you  use  here  today,  that  everybody  running  around  in  a  local  area 
seeking  input  is  being  told  we  want  more  policemen  and  we  want 
the  Federal  Government  to  pay  for  it,  that  just  is  not  true.  The  new 
hue  and  cry  is,  why  do  you  not  help  the  courts?  Why  do  you  not 
help  the  district  attorneys?  Why  do  you  not  help  with  some  of  these 
prevention  programs? 

So  I  appreciate  your  sincerity  and  support  for  the  President. 

Ms.  Townsend.  Thank  you.  Senator. 

Senator  Domenici.  It  does  not  ring  too  well. 

DARE  OFFICERS  AND  COMMUNITY  POLICING 

Ms.  Townsend.  Can  I  make  just  one  point  about  the  DARE  offi¬ 
cers,  that  certainly  the  DARE  officer  is  a  community  police  officer. 
If  the  community  believes  it  is  important  to  have  a  DARE  officer, 
that  community  policeman  will  be  a  DARE  officer. 
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Senator  Domenici.  Well,  that  just  diminishes  the  police  presence, 
but  DARE  officers  do  a  toi^  job. 

Ms.  Townsend.  But  DA^  officers  are  police  officers. 

Senator  DOMENICI.  But  now  we  are  saying  we  invent  a  new  pro¬ 
gram  for  you  but  we  are  going  to  really  ask  that  th^  do  some  of 
the  old  program’s  work,  but  that  is  not  going  to  fly.  We  are  going 
to  fund  DARE. 

Thanks,  Mr.  Chairman. 

COMMUNITY  POLICING 

Senator  Hollings.  And  you  \  awe  got  2,500  applications  for  com¬ 
munity  policing,  as  the  gentlemrin  knows,  and  you  are  only  able  to, 
what,  grant  200? 

Mr.  Nadol.  2,700,  and  we  will  fund  about  220. 

Senator  ROLLINGS.  That  is  like  drinking  water  out  of  a  fire  hy¬ 
drant,  and  I  can  tell  you  here  and  now,  if  there  is  a  fund  available, 
of  course,  at  the  local  level  and  the  State  level,  there  is  no  chance 
in  the  world  that  the  Federal  Government  will  really  provide  police 
officers  on  the  beat.  I  like  the  initiative  because  it  is  real,  but  it 
is  almost  impossible  at  this  particular  level,  so  if  we  can  get  into 
areas  like  Los  Angeles  and  those  other  areas  and  everj^hing  else 
of  that  kind  and  help,  that  is  fine  business.  I  think  we  shoula.  But 
as  far  as  providing  policemen  on  the  beat,  they  can  take  the  pro¬ 
gram  that  we  already  have  and  embellish  it.  W^y  not  put  the  $1.7 
billion  right  through  the  Byrne  formula  grants?  It  is  working.  What 
do  you  think  of  that?  If  we  did  that,  would  you  be  disappointed? 

Ms.  Townsend.  I  would  be  disappointed. 

Senator  Rollings.  Why? 

Ms.  Townsend.  I  would  be  disappointed  because  I  think  that  the 
community  policing  proposal  has  the  best  chance  of  doing  two 
things,  getting  people  on  the  street,  and  changing  police  depart¬ 
ments. 

I  think  the  biggest  problem  that  we  face  with  crime,  or  one  of 
the  big  problems,  is  giving  communities  a  sense  that  they  them¬ 
selves  have  to  create  order  in  the  communities,  that  there  is  no¬ 
body  else  that  is  going  to  do  it  for  them,  and  that  we  have  gotten 
away,  I  think,  over  the  last  number  of  years  from  the  idea  that, 
you  Imow,  people  are  looking  for  answers  from  the  Government  to 
solve  this  answer. 

The  Government,  no  government  is  going  to  solve  the  problem  of 
crime  and  violence  if  the  community  themselves  does  not  take  it 
upon  themselves  to  do  that.  They  have  to  learn — and  I  can  use  the 
cliche  of  today — they  have  to  be  empowered,  but  that  is  really  the 
challenge. 

The  question  is  then,  how  do  you  best  do  it,  and  I  think  the  an¬ 
swer  is  through  community  policing,  which  is  to  get  police  officers 
to  work  in  the  community  and  to  start  with  people,  to  say  to  them, 
to  work  with  them,  to  identify  the  problems  and  understand  that 
this  is  their  responsibility,  this  is  not  just  the  responsibility  of 
somebody  else. 

And  the  idea  that — and  that  is  really — I  mean,  if  you  ask,  that 
is  really  why  I  think  the  community  policing  is  most  important,  be¬ 
cause  it  brings — really  brings  democracy  back  into  the  communities 
and  to  understand  that  crime  fighting  is  not  something  that  will 
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be  done  by  somebody  else.  You  cejinot  just  pay  money  and  get  it 
done.  You  have  to  do  it. 

FEDERAL  ROLE  IN  PUTTING  COPS  ON  THE  STREET 

Senator  Hollings.  Well,  I  appreciate  that,  but  that  is  like  identi¬ 
fying  the  need  for  the  Redskins  is  a  quarterback,  and  we  all  agree 
on  the  quarterback,  but  you  are  going  to  send  me  out  there  to  do 
it,  which  is  totally  inadequate. 

Now,  he  says  2,700  applications  and  only  200  can  be  provided, 
so  we  are  agreeing  on  the  problem,  but  we  are  not  agreeing  that 
that  is  going  to  solve  it.  Your  particular  approach  is  going  to  nibble 
at  it.  I  mean,  why  do  you  think  we  made  it  a  crime  for  me  to  rec¬ 
ommend  you  as  a  postmaster?  You  know  it  is  a  felony  if  I  rec¬ 
ommended  you  as  a  postmistress?  The  reason  was  because  we  get 
one  person  happy  and  then  100  political  enemies.  I  voted  against 
it,  incidentally,  because  back  in  1977  I  was  willing  to  go  ahead  and 
get  the  one  friend  I  needed.  [Laughter.] 

But  we  actually  did  away  with  the  Post  Office  Department.  The 
first  department  of  Government  was  the  U.S.  Postal  Service,  and 
the  Postmaster  General  was  the  first  Cabinet  member,  -but  we  got 
rid  of  it.  Why?  Because  we  just  could  not  take  the  time  interview¬ 
ing  people  to  be  the  postmaster  of  Columbia,  then  seeing  them  all 
and  hearing  all  their  friends  and  eveiything  and  take  one,  and 
then  we  made  100  enemies,  so  we  not  only  said  you  could  not  ap¬ 
point  them,  but  we  made  it  a  felony  to  even  recommend  them. 
if  I  recommend  it,  it  is  a  crime.  It  is  a  felony  for  me  to  recommend 
you  as  postmaster. 

And  then  in  a  similar  vein  we  have  got  the  same  situation.  We 
all  agree  there  is  a  problem,  and  we  agree  absolutely  we  need  po¬ 
licemen  on  the  beat,  i  mean,  that  has  worked  extremely  well. 

We  have  got  a  fellow  who  has  taken  on  national  recognition, 
Ruben  Greeimerg  of  Charleston,  and  he  has  got  his  officers  running 
around  there  in  Nikes  or  Reeboks,  or  whatever,  and  even — I  saw 
him  on  roller  blades  the  other  day,  and  he  is  Roing  after  the  crimi¬ 
nals  yet,  everybody  knows  the  policeman  is  their  friend,  and  they 
say,  you  know,  at  11:15  on  such-and-such  a  comer,  you  can  get 
him,  and  they  help,  and  it  is  “thanks  a  lot,”  and  they  help,  and  ev¬ 
erybody  joins  in.  ^  you  are  dead  right  on  the  approach. 

But  at  the  Federal  level,  with  our  particular  responsibility,  they 
are  not  going  to  do  anything  about  drug  treatment  and  that  is  why 
we  have  all  of  these  lists  of  things  in  here  that  the  Federal  Govern¬ 
ment  tries  to  urge  people  through  education  and  all  these  other 
things,  because  the  local  people  will  never  get  to  it. 

That  is  why  we  do  our  best  to  provide  that  kind  of  leadership 
and  recognition  of  those  particular  roles  of  Government,  but  not 
just  take  the  ultimate,  namely,  the  community  policing,  and  say, 
by  God,  here  in  Washington,  we  are  going  to  fund  this  thing.  We 
are  not.  That  is  the  whole  thing. 

JUVENILE  JUSTICE  FUNDING 

Let  me  ask  you  about  juvenile  justice.  I  see  that  you  are  request¬ 
ing  a  $69  million  or  65  percent  increase  in  juvenile  justice  and  de¬ 
linquency  prevention  proCTam  funding.  This  is  on  top  of  a  39-per- 
cent  increase  we  provided  the  JJ  programs  just  last  year.  Can  you 
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tell  us  what  initiatives  vou  have  undertaken  for  additioncd  re¬ 
sources  from  last  year's  Dili,  and  then  what  you  are  going  to  do 
with  the  additional  money? 

Ms.  Townsend.  Yes;  but  because  we  are  going  to  put  money  back 
into  the  Byrne  CTant — ^we  will  take  $25  million  out  of  the  $69  mil¬ 
lion  increase  and  put  it  back  into  the  Byrne  grant. 

Senator  Rollings.  We  will  restore  it  back. 

Ms.  Townsend.  You  are  talking  about  the  Byrne  formula  grant. 

Senator  Rollings.  Yes. 

NEW  JUVENILE  JUSTICE  PROGRAMS  IN  1994 

Ms.  Townsend.  Thank  you,  Senator,  If  the  question  is  what  we 
have  been  doing  this  year  with  the  juvenile  justice  funds,  we  are 
going  to  do  a  mentoring  program.  We  are  developing  guidelines  for 
a  $4  million  mentoring  program.  That  requires  working  with  the 
schools.  We  are  also  implementing  the  title  V  $13  million,  which 
I  think  we  are  most  enthusiastic  about  in  the  Justice  Department. 
This  is  a  prevention  program  which  provides  funds  to  every  State 
to  do  local  delinquency  prevention  plans  to  identify  the  risk  factors 
for  delinquency  and  to  figure  out  how  the  State  can  resolve  them 
by  implementing  programs  and  services. 

JUVENILE  JUSTICE — PREVENTION  PROGRAM  AND  STATE  CHALLENGE 

PROGRAM 

With  $12  million  the  additional  $44  million  we  are  now  asking 
for,  we  will  increase  to  $25  million  what  we  spend  on  prevention. 
In  addition,  we  will  have  a  State  challenge  incentive  program  that 
tries  to  get  States  to  try  different  ideas  to  see  what  alternatives 
they  can  use  for  kids  in  school  and  whether  they  can  have  better 
counsel  for  young  people;  whether  they  can  have  better  mental 
health  and  education  services;  whether  they  should  do  more  things 
like  we  have  up  in  Massachusetts,  something  called  the  Robert 
Kennedy  Action  Corps,  which  is  small  and  secure  facilities  rather 
than  large  facilities. 

So  the  idea  behind  this  is  that  lots  of  States — ^you  know,  they  get 
their  money,  and  they  spend  it,  and  they  have  not  tried  anything 
new.  And  so  the  idea  of  the  State  challenge  grant  is  to  try  to  push 
them  into  new  ideas  and  give  them  incentives. 

ELIMINATION  OF  JUVENILE  JUSTICE  MENTORING  PROGRAM 

Senator  Rollings.  Now,  we  are  back  to  the  burnt  branch  ration¬ 
ale.  Row  about  the  $4  million  for  mentoring?  As  I  understand  it, 
you  eliminated  that  from  your  1995  request. 

Ms.  Townsend.  That  is  right,  because  the  way  the  mentoring 
program  was  constructed  in  the  1992  amendments,  it  requires  that 
the  mentoring  program  must  work  through  the  school  system,  and 
our  view  is  that  that  may  be  a  way,  but  that  is  not  necessarily  the 
best  way,  and  maybe  a  local  community  might  decide  that 
mentoring  works  better  in  an  after  school  activity  or  as  part  of  a 
church  program  or  as  part  of  something  involved  with  the  courts. 
And,  after  all,  we  are  a  juvenile  justice  program,  and,  therefore,  it 
might  be  better  to  concentrate  our  efforts  on  kids  that  are  in  trou¬ 
ble  rather  than  just  a  broad  school-based  program. 
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JUVENILE  JUSTICE— YOUTH  GANG  PROGRAMS 

Senator  Rollings.  How  about  the  $7  million  requested  for  the 
youth  gangs?  You  have  got  a  comprehensive  program  already.  Does 
this  build  on  what  you  started  last  year? 

Ms.  Townsend.  It  does.  We  have  done  a  very  wide  search  in  the 
field,  looking  at  the  studies  that  have  been  done  and  the  best  types 
of  pro^ams.  And  it  is  very  exciting  because  apparently  there  is  not 
any  place  in  the  country  that  has  a  really  comprehensive  program 
to  address  gangs,  and  the  idea  is  that  we  are  now  going  to  try  to 
fund  that— $200,000  to  five  sites — to  see  what  will  work.  When  we 
get  the  additional  money,  we  can  build  on  the  programs  that  we 
have  started  and  expand  to  other  jurisdictions. 

Because,  as  you  know,  there  is  a  lot  of  concern  about  gangs 
which  really  comes  out  of,  unfortunately,  people  not  having  strong 
families,  and  kids  need  a  place  to  feel  comfortable.  And  so  we  are 
trying  to  work  on  that.  And  it  is  interesting  because  right  now  we 
have  a  BJA  gang  pro^am  that  looks  at  suppression,  and  the  HHS 
program,  which  is  primarily  prevention  and  treatment.  And  what 
we  are  going  to  do  in  the  JJ  is  to  combine  the  two  so  that  we  have 
a  really  comprehensive  program. 

JUVENILE  JUSTICE  STATE  CHALLENGE  PROGRAM 

Senator  Rollings.  And  you  were  talking  a  little  while  ago  about 
challenging  the  States.  Requesting  $35  million,  as  I  understand,  to 
provide  that  the  States  find  themselves  spending  all  of  their  juve¬ 
nile  justice  formula  funds  on  meeting  mandates.  What  about  this 
$35  million  program? 

Ms.  Townsend.  Well,  it  is  no  long:er  $35  million.  We  cut  $20  mil¬ 
lion  from  it,  so  it  is  now  $15  million.  And  that  is  the  challenge 
grant  program.  It  has  10  areas — some  that  we  have  talked  about. 
It  would  be  for  education,  mental  and  basic  health  services,  and  it 
will  be  for  alternatives  for  schools  so  the  kids  do  not  get  kicked  out 
of  schools.  So  the  idea  is  that  every  State,  if  they  do  1  of  those  10 
identified  areas,  they  would  get  an  increase  in  their  block  grant 
money — up  to  10  percent  for  each  challenge  activity  they  under¬ 
take. 


CRIME  BILL  FUNDING  FOR  BOOT  CAMPS 

Senator  Rollings.  How  about  the  $3  billion  authorized  by  the 
Senate  crime  bill,  and  it  is  in  the  House  bill  too,  for  funding  boot 
camps  to  house  violent  offenders?  Some  folks  say  the  boot  camps 
are  the  answer  to  juvenile  delinquency.  What  is  your  view? 

Ms.  Townsend.  Well,  I  think  there  are  a  lot  of  answers  to  juve¬ 
nile  delinquency.  I  think  boot  camps — as  I  said  earlier,  you  want 
to  look  at  graduated  sanctions  and  you  want  to  see  which  ones  are 
the  most  appropriate.  What  we  have  seen  in  our  preliminary  stud¬ 
ies  of  boot  camps  is  that  with  a  good  postincarceration  release  pro¬ 
gram  and  monitoring  program,  some  work  better. 

Because  what  you  cannot  do  is  just  have  a  kid  in  the  boot  camp 
for  3  months  and  then  send  them  back  into  the  same  community. 
You  have  got  to  make  sure  that  they  are  monitored  and  that  some¬ 
body  is  watching  what  they  are  doing  and  whether  they  are  staying 
off  drugs  and  whether  they  are  in  school  getting  their  GED,  or 
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finding  a  job,  whatever  they  are  supposed  to  be  doing,  so  that  you 
c€mnot  just  let  them  out  into  the  community.  If  you  have  a  strong 
postincarceration  supervision  program,  then  they  tend  to  be  more 
successful. 

UNALLOCATED  $303  MILLION  IN  CRIME  CONTROL  FUND  REQUEST 

Senator  Hollings.  Do  you  support  the  allocation  of  any  of  the 
unspecified  requests  for  $303  million  in  crime  funds,  do  you  sup¬ 
port  any  of  that  to  be  reallocated  for  boot  camps? 

Ms.  Townsend.  Yes. 

Senator  Hollings.  How  much? 

Ms.  Townsend.  We  are  looking  at  tr3dng  to  figure  out  the  best 
balance  between — as  you  know,  you  have  the  police  corps,  the  drug 
courts  program,  the  boot  camp  program,  so  we  are  in  the  discussion 
stages  of  where  we  should  put  the  most  money. 

Senator  Hollings.  We  do  have  a  few  other  questions  for  the 
record,  and  several  of  the  Senators  had  to  be  at  other  hearings. 

CLOSING  REMARKS— SENATOR  HOLLINGS 

It  is  a  delight  to  be  arguing  again  with  a  Kennedy.  [Laughter.] 

Your  father  always  won  all  the  arguments.  I  am  not  doing  any 
better  with  you.  [Laughter.] 

But  I  can  see  you  have  done  your  homework.  That  is  wonderful, 
and  if  there  is  any  way  we  can  help  you.  I  will  go  over  this  and 
staff  will  go  over  this  with  you,  and  we  will  work  it  out,  OK? 

Ms.  Townsend.  Thank  you  very  much.  Do  you  want  to  say  hello 
to  my  mother? 


additional  COMMITTEE  QUESTIONS 

Senator  Hollings.  She  is  the  best.  We  welcome  you,  Ethel.  I  do 
not  go  to  work  anymore,  that  I  do  not  see  Ethel  looking  up  and 
Robert’s  on  top  of  that  car  in  Berlin.  That  is  the  best  picture  of  the 
two  of  them  and  I  have  got  it  right  there  in  my  office. 

[The  following  questions  were  not  asked  at  the  hearing,  but  were 
submitted  to  the  office  for  response  subsequent  to  the  hearing:] 

Questions  Submitted  by  Senator  Ernest  F.  Rollings 
STATE  criminal  AUEN  ASSISTANCE 

Question.  On  Friday,  the  Administration  transmitted  a  budget  amendment  to 
Confess  which  adds  another  $350  million  to  the  fiscal  year  1995  budget  request 
for  the  Office  of  Justice  Programs. 

Specifically,  the  amendment  seeks  $350  million  to  reimburse  seven  States  for 
their  costs  of  housing  criminal  aliens  convicted  of  felonies  in  those  States. 

In  your  opening  statement,  you  say  that  the  Administration  will  not  be  submit¬ 
ting  a  budget  amendment  to  restore  the  Byrne  Formula  Grant  cut  although  it  sup¬ 
ports  partial  restoration  of  the  pro^am. 

Since  the  Administration  has  submitted  a  $350  million  amendment  for  grants  to 
seven  states  impacted  by  the  costs  of  housing  criminal  aliens  but  will  not  do  so  for 
Byrne  Grants  to  50  States,  is  that  an  indication  that  this  Administration  places  a 
greater  priority  on  State  criminal  alien  assistance  rather  than  Byrne  Formula  Grant 
fundingr 

Answer.  No,  it  is  not.  On  May  16,  the  Administration  notified  Congress  of  the 
budget  amendment  to  restore  $125  million  for  the  Byrne  Formula  Grant  Program. 
The  reason  for  the  different  tiidng  for  notification  of  the  two  cunendments  was  due 
to  the  fact  that  the  immigration  initiative  had  been  under  consideration  by  the  Ad¬ 
ministration  since  January,  when  consultations  were  held  with  States  over  issues 
regarding  the  costs  imposed  on  the  States  by  illegal  aliens.  This  particular  program 
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had  been  authorized'fer  several  years  but  was  never  funded.  The  issue  regarding 
the  amendment  of  the  original  budget  request  for  the  Byrne  Formula  Grant  Pro¬ 
gram  arose  at  a  later  date. 


POLICE  HIRING  SUPPLEMENTAL 

Question,  In  a  fiscal  year  1993  supplemental,  this  committee  provided  $160  mil¬ 
lion  for  a  Police  Hiring  Supplement.  Some  have  referred  to  this  initiative  as  a  “down 
payment”  on  the  President  s  goal  of  hiring  100,000  additional  police  on  the  streets 
throughout  America. 

I  understand  the  Department  has  allocated  approximately  $76  million — or  about 
half  of  the  amount  appropriated. 

When  will  the  final  awards  for  the  Police  Hiring  Supplement  be  announced? 

Answer,  The  final  round  of  awards  was  announced  on  May  12,  1994. 

Question,  Cori  "erns  have  been  raised  that  certain  States  have  fc^en  favored  in  the 
award  of  these  grants  to  date.  Can  you  comment  on  the  criteria  used  in  approving 
the  grant  applications? 

Answer.  In  order  to  effectively  manage  this  program  of  this  complexity  and  mag¬ 
nitude,  the  Attorney  General  established  the  Folice  Hiring  Supplement  Task  Force, 
comprised  of  career  professional  staff  to  direct  and  manage  the  program.  Staff  were 
drawn  from  the  Criminal  Division  and  the  Office  of  Policy  Development  in  the  De¬ 
partment,  and  the  Office  of  Justice  Programs  (OJP). 

The  Task  Force,  with  gmdance  from  senior  Department  officials,  devel^d  a  two 
phased  process  for  reviewing  applications  and  making  award  selections,  rtiase  One 
consisted  of  the  application  review  and  scoring  process.  Each  application  was  re¬ 
viewed  and  scored  by  a  team  of  professional  career  OJP  staff.  Phase  Two  consisted 
of  the  Task  Force’s  ninding  decision  process.  In  general,  the  Task  Force  considered 
high  scored  applications  identified  through  Phase  One  and  made  award  rec¬ 
ommendations.  As  the  Task  Force  consideied  high  scored  applications,  it  developed 
additional  procedures  and  quali^  control  measures  to  furtner  refine  the  processes 
for  scoring  and  for  making  funding  decisions.  Other  refinements  were  added  to  the 
funding  o^sion  process  in  the  final  round  to  balance  awards  so  that  they  more 
fully  reflected  venations  in  population,  geography,  and  level  of  need. 

Tne  reviewers  scored  each  application  according  to  the  following  Selection  Cri¬ 
teria: 

Public  Safety  Need  (40  percent). — ^^plicants  must  demonstrate  a  clear  need  for 
additional  sworn  law  enforcement  officers  based  on  public  safety  and/or  economic 
factors.  Important  factors  include:  the  crime  index,  unemployment,  ratio  of  officers 
to  residents,  and  significant  trends  or  events  affecting  public  safety  or  the  local 
economy. 

Community  Policing  Strategy  (30  percent). — ^Applicants  must  specify  how  they  will 
address  their  crime  and  related  problems  througn  community  policing. 

Implementation  Plan  (10  percent). — Applican^.a  must  specif  how  progw^  funds 
will  be  used  to  deploy  additional  sworn  police  foi  community  policing  activities. 

Continuation  and  Retention  Plan  (iO  percent). — ^Applicants  must  describe  how 
they  intend  to  continue  the  project  and  retain  the  additional  officers  after  the  grant 
concludes. 

Additional  Resource  Commitments  (10  percent). — ^Applicants  must  describe  non¬ 
program  resources  that  will  be  provided  from  other  organizations  in  support  of  the 
project. 

Question.  Has  the  Department  learned  anything  firom  the  exercise  of  allocating 
the  Police  Hiring  Supplement  that  they  would  do  mfferently  in  allocating  the  larger 
community  policing  imtiative  proposed  in  the  President’s  budget? 

Answer.  The  Department  is  currently  in  the  process  of  reviewing  and  assessing 
the  efficiency  and  effectiveness  of  its  distribution  of  funds  under  the  Police  Hiring 
Supplement  Program.  We  are  examining  ways  to  automate  the  process,  use  peer  re¬ 
viewers,  and  simplify  the  grant  apphcauon.  Given  the  evr  n  la^er  communify  polic¬ 
ing  initiative  proposed  in  the  President’s  budget,  we  feel  that  it  is  extremely  impor¬ 
tant  that  we  carefully  reflect  on  our  experience  in  admimstering  the  Police  Hiiing 
Supplement  Program  to  properly  position  the  Department  to  most  effectively  admin¬ 
ister  the  new  initiative. 

Question.  I  understand  the  Department  received  well  over  2,500  grant  applica¬ 
tions  from  communities  wanting  to  participate  in  the  Police  Hiring  Supplement.  All 
of  these  communities  put  a  lot  of  time  and  effort  into  writing  these  ^ant  applica¬ 
tions — ^yet  only  200  will  be  approved  and  funded. 

Will  the  Department  take  ^s  into  consideration  and  give  priority  to  the  commu¬ 
nities  that  were  not  selected  for  funding  in  the  Police  Hiring  Supplemental  when 
allocating  any  community  policing  fimds  provided  in  fiscal  year  1996? 
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Answer.  There  were  250  fhnded  applications  from  a  total  pool  of  2,760.  There 
were  many  exc^ent  applications  amonff  those  not  funded.  Thus,  it  is  certainly  pos¬ 
sible  that  mority  ooi^deration  could  oe  given  to  those  communities  not  selected 
under  the  Policing  Hiring  Supplement  Pnmram.  However,  it  will  depend  in  large 
measure  on  the  final  vermon  of  the  Crime  Bill.  Currently,  the  Application  Content 
and  Application  Process  langu^  as  well  as  the  funding  provisions  of  the  Crime  Bill 
differ  significantly  from  the  Policy  Hiring  Supplement  Program,  and  those  dif- 
feren^s  would  cause  insurmountable  administrative  difficulties  in  this  approach.  In 
addition,  we  must  also  weigh  the  fairness  of  not  providing  an  opportunity  to  those 
who  did  not  apply  to  the  Police  Hiring  Supplement  Ingram. 

COMPREHENSIVE  COMMUNITIES  PROGRAM 

Question.  I  understand  the  Attorney  General  reviewed  the  Bureau  of  Justice  As¬ 
sistance’s  proposed  spending  plan  for  fiscal  year  1994  discretionary  grants  and  rec¬ 
ommended  pooling  about  $17  million  in  various  program  resources  to  initiate  a  com¬ 
prehensive  crime  control  and  community  mobilization  program  in  six  iurisdictions. 

Apparently  12  cities  have  been  selected  to  compete  for  6  grants  of  $2  million  to 
$3  nullion  each. 

Could  you  please  briefly  describe  this  new  initiative? 

Answer.  There  are  actually  sixteen  jurisdictions  that  have  been  invited  to  compete 
for  six  implementation  grants.  In  addition  to  the  twelve  referenced  sites,  jurisdic¬ 
tions  parti^ating  in  the  Attorney  General’s  Putting  America’s  Communities  To¬ 
gether  (PACT)  initiative  have  also  Been  invited  to  participate. 

Under  the  Comprehensive  Communities  Program  (CCP),  communities  faced  with 
high  rates  of  drug  and  violent  crime  will  develop  a  comprehensive  strategy  for 
crime,  drug  control,  and  crime  prevention  that  reouires  the  police  and  other  agen¬ 
cies  to  worK  in  partnership  with  the  community.  Tnere  are  two  primaiy  underlying 
principles  to  this  initiative:  (1)  that  communities  must  take  a  leadership  role  in  de¬ 
veloping  partnerships  to  combat  crime  and  violence  and  (2)  that  State  and  local  ju¬ 
risdictions  must  establish  truly  coordinated  and  multi-disciplinary  approaches  to  ad¬ 
dress  crime  and  violence  related  problems,  as  well  as  tne  condiuons  that  foster 
them. 

The  CCP  will  be  implemented  in  two  phases.  Under  Phase  1,  the  invited  jurisdic¬ 
tions  will  be  provided  resources  and  tecnnical  assistance  and  training  in  the  devel¬ 
opment  of  comprehensive  strat^es,  and  will  in  fact  develop  their  Lcrateg^.  Phase 
2  will  comprise  the  demonstration  phase,  in  which  six  of  the  j^sdictions  will  be 
provided  grants,  based  on  a  competitive  selection  of  the  most  effective  strategies,  to 
imolement  their  strategies. 

Question.  As  I  mentioned,  12  cities  are  competing  for  6  grants  using  fiscal  year 
1994  monies.  Does  OJP  expect  to  provide  grants  to  the  remaining  6  that  are  not 
selected  using  fiscal  year  1995  monies? 

Answer.  We  currently  anticipate  that  the  CCP  will  be  continued,  and  expanded, 
in  1995.  We  have  not  yet  finally  decided,  however,  whether  1995  funds  will  Be  used 
to  fund  unsuccessful  1994  applicants  or  to  expand  the  number  of  invited  jurisdic¬ 
tions  and  repeat  the  program. 

Question.  When  will  the  six  fiscal  year  1994  grants  be  awarded? 

Answer.  All  invited  jurisdictions  will  be  required  to  submit  implementation  grant 
applications  based  on  their  strategies  by  August  15,  1994.  Applicants  selected  will 
be  funded  by  September  30,  1994, 

Question.  Since  the  remaining  six  would  already  have  been  reviewed,  could 
awards  be  made  to  those  localities  early  in  fiscal  year  1995 — say  October? 

Answer.  If  it  is  determined  that  our  1995  funding  strategy  will  be  based  on  simply 
funding  unsuccessful  applicants,  it  is  likely  that  we  could  provide  that  funding  early 
in  1995.  However,  it  would  depend  on  the  length  of  time  necessary  for  unsuccessful 
1994  applicants  to  remedy  deficiencies  in  their  strategies. 

WEED  AND  SEED  PROGRAM 

Question.  In  fiscal  year  1992,  this  committee  authorized  and  funded  the  Weed  and 
Se^  Program.  The  program  essentially  permits  the  federal  government  to  effec¬ 
tively  moBilize  its  resources — be  they  law  enforcement,  social  service,  or  community 
development—to  combat  the  drugs,  violence,  and  other  criminal  activity  plaguing 
certain  communities. 

That  sounds  an  awful  lot  like  the  philosophy  behind  the  Attorney  Genera-Vs  Com- 

grehensive  Communities  Program  funded  from  Bureau  of  Justice  Assistance  discre- 
onary  monies. 

How  does  the  Weed  and  Seed  Program  differ  from  the  Comprehensive  Commu¬ 
nities  Program? 
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Answer.  Weed  and  Seed  differs  from  the  Comprehensive  Communities  Program 
in  the  following  ways: 

— ^Weed  and  Seed  is  a  strategy  for  coordinating  and  concentrating  resources  at  the 
neighborhood  level  to  effect  visible  change  in  a  relatively  short  period  of  time. 
Whme  it  requires  the  support  of  a  wide  range  of  public  and  private  resources, 
it  utilizes  only  a  small  portion  of  the  resources  from  each  source.  Therefore,  no 
agency  is  required  to  commit  extensive  resources  in  order  to  make  a  significant 
contribution  to  participate  in  a  Weed  and  Seed  strategy. 

— The  Weed  and  Seed  strategy  promotes  changes  in  i^icy,  procedure,  and  prac¬ 
tice  by  demonstrating  the  impact  of  those  changes  in  a  specific  neighbornood. 
As  a  result,  it  trains  policymaKers,  mid-level  managers,  practitioners,  and  resi¬ 
dents  how,  through  a  collaborative  effort,  they  can  implement  ^e  strategy  in 
other  neighborhoods  as  well  as  make  improvements  in  the  service  delivery  ac¬ 
tivities  of  the  participating  agencies.  The  Weed  and  Seed  strategy  is  designed 
to  respond  in  a  very  focused  manner  to  specific  problems  in  a  neighborhood.  It 
encourages  public  and  private  organizations,  through  a  limited  investment  of 
resources,  to  experiment  with  different  methods  of  service  coordination  and  de¬ 
livery  and  thus  encourages  innovation. 

— ^The  Comprehensive  Communities  Program  contemplates  a  jurisdiction-wide 
commitment  to  crime  reduction  and  prevention,  and  community  revitalization, 
through  a  coordinated  effort  among  public  and  private  agencies.  It,  therefore, 
provides  an  opportunity,  on  a  jurisdiction-wide  basis,  to  complement  the  neigh- 
Dorhood-basea  effort  found  in  Weed  and  Seed.  Systematic  and  institutional 
changes  can  facilitate  many  of  the  components  often  found  in  a  Weed  and  Seed 
strategy.  It  is  our  hope  that  many  communities  will  implement  their  jurisdic- 
tion-vs^e  plan  on  a  neighborhood  basis  utilizing  the  Weed  and  Seed  approach. 

Question.  Do  you  believe  we  should  continue  two  separate  grant  programs  that 
are  so  similar  in  mission? 

Answer.  To  assist  communities  in  making  change,  a  variety  of  approaches  should 
be  available  to  support  both  jurisdiction-wide  and  neighborhood-bas^  strategies.  By 
providing  different  approaches  to  serve  the  same  mission,  communities  have  the 
flexibility  to  select  the  one  that  is  most  appropriate  for  meeting  their  ne^s.  An  ad¬ 
ditional  benefit  of  using  a  variety  of  approaches  is  that  diversity  spawns  innovation. 
This  has  been  demonstrated  by  m^'or  colorations  that  have  made  simiificant  ad¬ 
vances  in  product  design  and  service  delivery  by  maintaining  parallef  though  dif¬ 
ferent  deveWment  strategies. 

Question.  I  understand  the  Weed  and  Seed  Program  has  its  own  office  under  the 
Deputy  Attorney  General — we  created  the  separate  office  in  this  bill — ^but,  don’t  the 
staff  in  the  Bureau  of  Justice  Assistance  provide  all  the  technical  assistance  and 
program  guidance  for  Weed  and  Seed  grantees? 

Answer.  The  Executive  Office  for  Weed  and  Seed  (EOWS)  and  the  Bureau  of  Jus¬ 
tice  Assistance  have  jointly  designed  and  developed  the  W^d  and  Seed  initiative 
from  its  inception.  The  Bureau  of  Justice  Assistance  in  coordination  with  EOWS  and 
other  OJP  components  implements  and  provides  both  program  and  financial  man¬ 
agement  of  all  Weed  and  S^d  grants. 

Question.  As  resources  get  tighter  and  tighter,  why  not,  at  the  very  least,  fold  the 
administrative  function  of  Weed  and  Seed  into  the  Bureau  of  Justice  Assist::,  rce? 

Answer.  The  D^artment  of  Justice,  through  the  Attorney  General  an ihe  new 
Deputy  Attorney  General,  and  in  conjunction  ,  with  principles  of  the  Natii.ial  Per¬ 
formance  Review  to  consolidate  and  streamline  operations,  is  reviewing  and  consid¬ 
ering  the  placement  of  EOWS.  This  action  is  appropriate  and  pertinent  in  light  of 
the  need  to  coordinate  with  mqjor  Departmental  community  program  initiatives, 
such  as  the  Comprehensive  Communities  Program  and  the  PACT  Program. 

DARE 

Question.  A  program  that  Senator  Domenici  and  myself  strongly  support  is 
DARE— Drug  Aouse  Resistance  Education.  In  fact,  we  were  talking  to  the  DBA  ad¬ 
ministrator  me  week  before  last  about  the  success  of  that  piogram. 

In  my  own  state  of  South  Carolina,  it  is  the  one  program  that  law  enforcement, 
educators,  and  prevention  experts  all  agree  is  worth  investing  in,  and  we  have  given 
priority  to  its  funding  using  Byrne  Formula  Grant  resources. 

With  the  changes  that  you  are  proposing  to  the  Byrne  Grant  Program,  are  there 
still  sufficient  resources  to  fund  DARE  America? 

Answer.  Since  1988,  the  Bureau  of  Justice  Assistance  (BJA)  has  insistently  fo¬ 
cused  a  portion  of  its  discretionary  resources  to  support  the  provision  of  training 
and  technical  assistance  for  law  enforcement  officers — State,  county,  and  munici- 
psd — ^through  five  DA^  Regional  Training  Centers  (RTC’s)  located  in  Arizona,  Cali- 
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fomia,  Illinois,  North  Carolina,  and  Virginia.  This  has  allowed  for  the  training  of 
more  than  18,000  law  enforcement  officers  from  7,000  communities  who  have  im¬ 
pacted  over  26  million  children  through  the  teaching  of  the  17-week  core  elementary 
curriculum  alone.  BJA  will  be  able  to  continue  this  valued  program/service  in  1995 
out  of  discretionary  funds.  Additionally,  local  DARE  officers  would  be  eligible  for 
funding  under  the  Community  Policing  Program  as  proposed  in  the  pending  Crime 
Bill. 

Question.  Does  the  Administration  support  dedicating  some  of  the  funding  we  will 
commit  for  prevention  programs  in  the  crime  bill  for  the  DARE  America  Program? 

Answer.  iVevention  is  a  primaiy  component  of  the  Crime  Bill  and  the  Administra¬ 
tion  8up|mrt8  the  commitment  of  funds  for  prevention  education,  specially  as  it  re¬ 
lates  to  DARE.  We  recommend  the  continuation  of  DARE  Officer  Training  for  new 
officers;  DARE  In-service  Training  for  experienced  officers;  Mentor  Officer  Gaining; 
DARE  Parent  Program  Training  for  instructors  who  work  with  and  train  parenU 
using  the  DARE  curriculum;  DARE  junior  and  senior  high  school  student  training; 
program  development;  assessments  for  DARE  Training  Centers;  accreditation  of  law 
enforcement  agencies  as  DARE  Training  Centers;  and  monitoring  and  technical  as¬ 
sistance  for  agencies  replicating  the  DARE  Program  nationwide.  We  do  not,  how¬ 
ever,  support  specific  earmarks  or  dedicated  funding  for  specific  organizations.  It 
should  also  be  noted  that  new  initiatives  proposed  in  the  Senate-passed  version  of 
the  Crime  Bill,  such  as  Title  XXVlII-Safe  &hools,  could  provide  additional  authority 
and  funding  for  programs  such  as  DARE. 

LESS-THAN-LETHAL  TECHNOLOGY 

Question.  One  area  that  I  believe  shows  promise  for  helping  law  enforcement  is 
by  developing,  testing,  and  providing  new  technologies. 

For  example,  I  know  that  the  National  Institute  of  Justice  was  very  involved  sev¬ 
eral  years  ago  in  the  development  of  soft  body  armor  which  has  saved  more  than 
1,500  police  officers’  lives  across  this  country. 

What  priority  are  you  placing  in  your  budget  for  developing  new  technology  tools 
for  law  enforcement  like  less-than-lethal  weapons? 

Answer.  In  1994,  NIJ  has  allocated  $5,760,000,  representing  25  percent  of  NIJ’s 
appropriation,  for  science  and  technology  development  projects.  Because  NIJ’s  mis¬ 
sion  is  to  cover  all  aspects  of  the  criminal  justice  system,  NIJ  has  began  to  work 
cooperatively  with  and  to  leverage  funds  from  many  Federal  agencies  and  industry 
to  assist  with  science  and  technology  development  for  criminal  justice  applications. 

Until  recently  when  these  cooperative  efforts  were  undertaken,  the  role  of  the  Na¬ 
tional  Institute  of  Justice  has  oeen  primarily  one  of  funding  the  development  of 
promising  technologies  in  a  few  key  areas.  Omy  in  the  past  year  has  it  also  become 
one  of  identifying  existing  technologies,  especially  in  the  defense  and  intelligence 
communities,  encouraging  promising  new  concepts  and  facilitating  the  transfer  of  al¬ 
ready  developed  technologies  to  law  enforcement  use. 

By  late  1992  and  early  1993,  a  series  of  grants,  cooperative  agreements  and  in^-er- 
agency  agr^ments  had  been  initiated  by  NIJ  in  an  effort  to  form  a  broad-based 
technology  identification,  development  and  transfer  program  which  has  focused  from 
the  beginning  on  the  practical  needs  of  the  user  community.  State  and  local  law  en¬ 
forcement,  as  well  as  corrections  departments  and  other  users,  have  been  and  con¬ 
tinue  to  be  included  as  the  essential  components  of  the  NIJ  technology  team.  To  en¬ 
sure  that  policy  and  human  factors  issues  are  properly  addressed  in  the  collection 
and  analysis  of  background  data  on  use  of  force  by  law  enforcement  personnel,  and 
to  ensure  that  these  issues  are  properly  represented  in  considering  technology  devel¬ 
opment  for  law  enforcement,  social  scientists  and  criminal  justice  researchers  are 
also  included  as  part  of  the  NIJ  team. 

NIJ  is  working  to  leverage  research  and  development  efforts  by  industry  and 
other  Federal  agencies.  To  start  the  search  for  new  technologies,  NIJ  turned  to  the 
vast  technical  expertise  that  exists  within  the  Department  of  Energy  national  lab¬ 
oratories,  particularly  in  the  special  technologies  programs  at  the  facilities  charged 
with  development  of  technolo^  for  intelligence  gathering  and  the  safe^arding  of 
nuclear  materials.  At  the  same  time,  NIJ  began  aggressive  efforts  to  identify  mili¬ 
tary  and  intelligence  community  technologies  that  may  be  candidates  for  dual  use 
under  the  Administration’s  defense  reinvestment  initiative  announced  early  in  1993. 

On  April  20,  1994,  the  Vice  President  of  the  United  States  hosted  the  signing  by 
the  Attorney  (kneral  and  the  Deputy  Secretary  of  Defense  of  a  Memorandum  of  Un¬ 
derstanding  which  establishes  a  Joint  Program  Office  within  the  Advanced  Research 
Projects  Agency  (ARPA)  of  the  Department  of  Defense,  manned  jointly  by  Defense 
andf  Justice,  which  will  identify  and  coordinate  the  development  of  Defense  and  in¬ 
telligence  community  technologies  that  have  special  promise  for  law  enforcement. 
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Justice  and  Defense  have  already  initiated  a  joint  project  to  develop  a  technology 
for  military  medicine  that  can  also  be  used  by  law  enforcement:  to  dnunatically  im¬ 
prove  electronic  incarceration  by  continuously  monitoring  the  whereabouts  of  indi¬ 
viduals  on  probation  or  parole  and  alerting  corrections  personnel  when  restrictions 
are  violated;  alert/monitor  suicide  risks  in  corrections  facilities  and  elsewhere;  mon¬ 
itor  the  health  of  prisoners  in  custody  and  reduce  in-custody  deaths;  and  provide 
emergency  location  and  status  information  on  police  officers  in  trouble. 

Suestion.  Can  you  give  the  committee  some  examples  of  new  technologies  that 
is  working  on  that  show  promise  and  that  we  can  get  out  to  law  enforcement 
around  the  country? 

Answer.  NIJ’s  principal  technology  interests  are  in  those  we  can  develop  within 
limited  resources  and  neld  quickly.  Although  the  NIJ  technology  transfer  program 
is  less  than  a  year  old,  it  has  already  produced: 

— Interest  in  the  national  laboratories,  defense  and  intelligence  agencies,  and  in 
defense  industries  in  including  law  eriforcement  requirements  in  research  and 
development  efforts; 

— A  revolutionary  new  fineerprinting  device  which  we  took  from  concept  to  com¬ 
mercial  product  in  barely  18  months,  at  a  total  research  and  development  in¬ 
vestment  of  less  than  $100,000.  Developed  under  an  MJ  grant  by  the  Alaska 
Crime  Laboratory,  this  $150  device  was  first  announced  in  February  1994  and 
we  are  told  that  the  3M  Corporation  alone  has  already  sold  more  than  100,000 
units  and  has  another  100,000  back-ordered,  even  though  it  has  done  little  ad¬ 
vertising  yet; 

— ^A  prototype  rear  seat  airbag  to  safely  restrain  uncooperative  prisoners  in  the 
back  seats  of  police  cars; 

— A  breadboard  velocity-adiusting  weapon  that  will  allow  rubber  bullets  or  other 
safe  projectiles  to  be  fired  without  causing  imury  at  any  distance; 

— ^The  first  serious  effectiveness  and  meoical  evaluations  of  safety  issues  sur¬ 
rounding  the  use  of  pepper  spray  by  law  enforcement;  and 
— The  development  of  teams  at  each  of  the  five  national  laboratories  involved  in 
NIJ  projects,  made  up  of  scientists,  local  Mlice  and  corrections  officials  and  s> 
cial  scientists  working  to  develop  practical  and  affordable  less-than-lethal  tech¬ 
nologies. 

In  addition,  the  NIJ  has  initiated  projects  to: 

— Develop  a  weapon  that  can  be  tired  only  by  its  owner  to  protect  police  officers 
and  make  handguns  in  the  home  safer; 

— Develop  safe  ways  to  stop  cars  in  certain  situations; 

— Develop  disorienting  or  dazzling  light  systems  with  protective  eyewear  for  po¬ 
lice; 

— Identify  anesthetic  compounds  with  very  high  safety  margins  and  develop  effec¬ 
tive  ways  to  simultaneously  deliver  both  the  compounds  and  antidotes; 

— Develop  synthetic  compounds  that  can  be  used  to  identify  particularly  difficult 
fingerprints; 

— Improve  the  efficiency  of  DNA  identification  by  developing  tools  to  allow  the 
rapid  processing  of  large  numbers  of  samples.  {There  is  also  a  significant  mili¬ 
tary  requirement  for  this  capability  and  army  medical  personnel  have  been  part 
of  NIJ’s  DNA  research  evaluation  process  for  several  years,); 

— Develop  better  technologies  for  the  identification  of  trace  evidence; 

— Put  key  reference  materials  developed  by  the  National  Institute  of  Justice  and 
essential  to  crime  laboratories  and  investigative  agencies  on  digital  media,  such 
as  CD-ROM  systems; 

— Develop,  publish  and — in  some  cases — administer  standards  for  key  law  enforce¬ 
ment  equipment  such  as  soft  body  armor,  DNA  identification  technologies, 
handguns,  handcuffs,  police  car  packages  and  other  equipment;  and 
— Publish  materials  to  provide  law  enforcement  agencies  information  on  new  tech¬ 
nologies. 

We  would  be  happy  to  make  the  Science  and  Technology  Division  staff  available 
to  brief  you  in  detail  on  any  of  these  projects. 

REGIONAL  INFORMATION  SHARING  SYSTEM  (RISS) 

Question.  The  Administration  has  proposed  the  elimination  of  funding  for  the  Re¬ 
gional  Information  Sharing  System  (RISS)  Program  in  fiscal  year  1996.  Currently 
funded  at  $14.5  million,  RlSS  supports  6  regionally  based  centers  which  gather  and 
disseminate  intelligence  and  criminal  information  among  States  in  these  regions. 

Congress  has  long  recognized  the  critical  role  RISS  organizations  play  in  address¬ 
ing  multi-jurisdictional  crime,  and  have  provided  the  resources  to  support  them 
since  their  inception  in  the  1970’s. 
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Since  career  professionals  at  the  Department's  Bureau  of  Justice  Assistance — 
which  administers  the  RISS  Program— -have  found  RISS  to  be  *  *  one  of  the  best 
OJP  services  to  State  and  local  law  enforcement  *  *  ♦”  why  has  the  Department 
reauested  no  funding  for  RISS  in  fiscal  year  1996? 

Answer.  In  proposing  the  termination  of  Federal  funding  for  the  RISS  Program, 
we  are  not  questioning  the  value  of  the  program.  However,  the  RISS  projects  were 
stmi^  in  the  late  1970'8  and  were  originally  intended  to  be  demonstration  projects, 
with  the  expectation  that  financial  support  would  eventually  be  provided  by  partici¬ 
pating  State  and  local  law  enforcement  agencies.  The  Department's  fUnding  assist¬ 
ance  for  State  and  local  law  enforcement  programs  has  traditionally  been  intended 
as  seed  money  to  assist  with  start-up  costs,  ascertain  its  usefulness,  then  cease  as 
the  project  is  institutionalized  with  local  support.  The  RISS  Program  is  a  useful, 
functioning  activity,  and  no  longer  a  demonstration  program.  These  resources  are 
now  needed  hy  the  Department  to  fund  new  innovative  projects. 

The  Admimstration  believes  that  making  a  greater  niunber  of  direct  awards  fix)m 
the  Federal  Government  to  State  and  local  units  of  government  wiD  result  in  a  more 
efiective  deliverance  of  Federal  resources  and  services.  The  Federal  Government 
should  focus  its  resources  on  targeted  programs,  which  can  be  subjected  to  rigorous 
assessments  and  evaluations.  We  believe  this  approach  will  result  in  a  more  effec¬ 
tive  allocation  of  Federal  dollars.  This  also  provides  an  opportunity  to  work  across 
various  Federal  agencies  to  provide  comprehensive  funding  packages.  While  States 
and  local  units  of  government  have  had  some  success  in  putting  t^ether  packages, 
the  Federal  Government  can  adcmt  policy  that  makes  this  approach  more  viable. 

Question,  The  National  Drug  Intelligence  Center  (NDIC)  has  been  after  the  RISS 
database  for  years.  Also,  the  initiative  to  track  criminal  aliens  has  turned  to 
RISS  program  managers  for  technical  assistance. 

Recogmzing  the  expertise  and  invaluable  data  the  RISS  Program  offers  Federal 
law  enforcement,  how  can  the  Department  risk  eliminating  their  source  of  funding? 

Answer.  The  scarce  resources  available  to  the  Department  do  not  allow  for  the 
maintenance  of  all  worthwhile  programs  that  benefit  State  and  local  agencies.  The 
RISS  centers  will  find  it  necessary  to  identify  alternative  sources  of  funding.  Follow¬ 
ing  are  potential  funding  sources  that  should  be  pursued  by  the  RISS  projects: 

— ^The  appropriation  of  funds  by  State  legislatures. 

— Membership  fees  could  be  assessed  to  all  participating  agencies.  (Currently, 
each  RISS  project  charges  a  minimal  membership  fee,  which  only  covers  ap¬ 
proximately  5  percent  of  operating  costs.) 

— ^A  fee-for-service  charge  could  be  imposed. 

— Support  could  be  sought  fit>m  existing  Federal  intelligence  systems. 

Question.  Wouldn't  Federal  law  enforcement  find  itself  reinventing  a  program  and 
database  that  already  exists? 

Answer.  There  are  several  Federal  intelligence  and  criminal  information 
databases,  such  as  El  Paso  Intelligence  Center  and  NDIC,  that  already  exist.  The 
Federal  database  systems  have  already  begun  to  broaden  their  outreach  to  gather 
information  from  State  and  local  agencies  and  then  expand  their  systems  to  incor¬ 
porate  that  information.  NDIC  is  currently  in  the  process  of  developing  relationships 
with  State  and  local  agencies  in  an  effort  to  secure  their  participation  in  the  Center. 
Although  the  RISS  projects  have  been  providing  some  assistance  in  that  regard  to 
date,  NDIC  can  also  work  directly  with  the  State  and  local  agencies  that  provide 
tiieir  information  to  the  RISS  projects. 

Question.  What  impact  will  the  elimination  of  funding  for  the  RISS  Program  have 
on  the  gathering  ana  dissemination  of  national  intelligence  and  criminal  informa¬ 
tion? 

Answer.  While  there  are  Federal  intelligence  and  criminal  information  data  bases, 
such  as  EPIC  and  NDIC,  there  is  no  comprehensive  system  or  network  that  can 
readily  facilitate  the  interstate  sharing  and  exchange  of  information  generated  at 
the  State  and  local  levels.  Therefore,  the  national  intelligence  systems  should  ex¬ 
pand  services  to  include  more  participation  by  State  and  local  agencies. 


Questions  Submitted  by  Senator  J.  Robert  Kerrey 

JUVENILE  JUSTICE 

Question.  In  the  Office  of  Juvenile  Justice  and  Delinquency  Prevention’s  (OJJDP) 
proposed  comprehensive  plan,  there  is  a  great  emphasis  on  prevention  which  I  think 
IS  tne  right  area  on  whicn  to  focus.  Many  of  the  funding  goals  are  the  type  usually 
associate  with  other  a^ncies,  namely.  Health  and  Human  Services  and  Education. 
To  what  extent  did  OJP  coor^nate  with  other  agencies  in  the  development  of  its 
comprehensive  strategy?  What  is  the  best  way  to  ensure  that  we  are  not  creating 
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grants  that  duplicate  funding  already  in  existence?  How  can  coordination  be 
achieved  to  address  the  needs  of  families  with  violent  members? 

Answer.  The  Coordinating  Council  on  Juvenile  Justice  and  Delinquency  Preven¬ 
tion,  established  by  the  Juvenile  Justice  and  Delinquency  Prevention  Amendments 
of  1992  (Public  Law  102-586),  but  not  ^et  operation^  for  lack  of  citizen-practitioner 
appointments,  is  the  appropriate  vehicle  to  insure  coordination  between  Federal 
agencies  in  implementing  a  comprehensive  approach  to  serious,  violent,  and  chronic 
delinouency.  Federal  agencies  represented  on  the  Coordinating  Council  are:  Health 
and  Human  Services,  Labor,  Education,  and  Housing  and  Urban  Development.  The 
dlouncil  can  insure  that  there  is  no  duplication  of  funding  through  agreements  that 
designate  *1ead  agencies”  in  specific  funding  areas  and  by  fostering  joint  program 
planning  and  funding  between  member  agencies.  The  latter  would  provide  an  excel¬ 
lent  mechanism  for  implementing  multi-agency  approaches  to  meeting  the  needs  of 
families,  including  those  characterized  by  abuse  and  other  forms  of  violence. 

Question.  In  the  OJJDP  Proposed  Comprehensive  Plan,  one  of  the  st  dies  man¬ 
dated  is  a  study  of  admissions  of  juveniles  with  behavior  disorders  to  private  psy¬ 
chiatric  hospitals.  I  am  particularly  interested  in  this  issue  because  of  the  situation 
Nebraska  is  facing.  In  Nebraska,  Medicaid  costs  for  children’s  psychiatric  services 
increased  from  $17  million  in  1989  to  $40  million  in  1993.  Medicaid  expenditures 
for  Nebraskans  under  age  13  are  growing  faster  than  expenditures  for  any  other  age 
group  of  youths  receiving  such  assistance.  If  a  family  is  not  elimble  for  Medicaid, 
it  sometimes  is  encouraged  to  forfeit  parental  rights  to  make  a  child  a  ward  of  the 
State  in  order  to  receive  treatment.  Some  services  in  Nebraska  are  coordinating 
mental  health  services  for  youth  to  provide  an  array  of  treatment  options  including 
residential  care,  partial  day  treatment  and  specialized  foster  homes.  What  is  the 
status  of  the  study,  and  what  do  the  preliminary  results  of  that  study  show? 

Answer.  The  study  referenced  is  not  in  OJJDFs  Comprehensive  Plan  but  is  a 
mandate  in  the  Juvenile  Justice  and  Delinquency  Prevention  (JJDP)  Act  of  1974, 
as  amended.  The  1992  amendments  to  the  JJDP  Act  added  Section  248(bK2)  which 
states: 

“Not  later  than  1  year  after  the  date  of  enactment  of  this  subsection,  the 
Comptroller  General  shall — 

(A)  conduct  a  study  with  respect  to  admissions  of  juveniles  for  behavior 
disorders  to  private  psychiatric  hospitals,  and  to  other  residential  and 
nonresidentiaf  programs  that  serve  juveniles  admitted  for  behavior  dis¬ 
orders,  that  reviews — 

(i)  the  frequency  with  which  juveniles  have  been  admitted  to  such 
hospitals  and  programs  during  the  5-year  period  ending  December 
1992;  and 

(ii)  conditions  of  confinement,  the  average  length  of  stay,  and  meth¬ 
ods  of  payment  for  the  residential  care  of  such  juveniles;  and 

(B)  submit  to  the  Committee  on  Education  and  Labor  of  the  House  of 
Representatives  and  the  Committee  on  the  Judiciary  of  the  Senate  a  report 
on  the  findings  made  in  the  study  and  recommendations  to  improve  proce¬ 
dural  protections  and  conditions  for  juveniles  with  behavior  disorders  ad¬ 
mitted  to  such  hospitals  and  programs.” 

OJJDP  has  contacted  the  staff  person  at  the  General  Accounting  Office  who  is 
working  on  this  study  and  was  advised  that  the  study  is  in  the  final  steps  of  the 
report  review  process  and  is  expected  to  be  published  in  final  by  the  end  of  July 
i.994. 


ROLE  OF  FEDERAL  GOVERNMENT  IN  FIGHTING  CRIME  AND  VIOLENCE 

Question.  For  many  reasons,  the  Federal  Ck)vernment  has  become  increasingly  in¬ 
volved  in  issues  that  previously  were  left  to  States  to  control  such  as  crime  and  vio¬ 
lence.  ^^at  do  you  see  as  the  proper  balance  between  the  Federal  Government  set¬ 
ting  funding  priorities  in  the  fight  against  crime,  and  State  analysis  of  their  own 
needs? 

Answer.  Traditionally,  crime  is  a  local  problem  and  the  Federal  Government  has 
supported  local  initiatives.  However,  because  of  the  great  rise  in  violent  crime,  this 
Amninistration  has  determined  to  focus  its  resources  on  the  programs  that  have  the 
best  chance  of  success,  such  as  community  policing. 

EDWARD  BYRNE  FORMULA  GRANTS 

Question.  It  is  my  understanding  that  the  Department  of  Justice  has  restored 
$125  million  to  the  Edward  Byrne  formula  grant  allocation  to  States.  The  Depart¬ 
ment  has  calculated  that  this  amount  will  be  sufficient  to  cover  the  Federal  snare 
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of  all  existing  multi-jurisdictional  drug  task  forces.  These  are  very  important  to  Ne¬ 
braska,  yet  Nebraska  funds  many  more  important  initiatives  with  this  grant. 

The  grant  has  been  very  useful  for  Nebraska  in  identifying  problems,  needs,  and 
establishing  funding  priorities.  Federal  funds  administered  through  a  formula  grant, 
like  Byrne,  ensure  that  States  like  Nebraska  receive  a  fair  share  of  available  funds 
and  allow  States  flexibility  to  address  their  specific  needs. 

What  is  the  Federal  role  with  regard  to  smaller  States  which  may  not  be  able  to 
compete  for  discretionary  funds  against  other  areas  in  the  nation  yet  face  serious 
crime  and  violence  issues  of  their  own? 

Answer.  The  amended  request  of  $126  million  will  provide  continuation  funding 
for  the  task  force  activity  at  approximately  the  1993  level  of  support.  However,  the 
States  will  also  have  the  flexibility  to  spend  these  funds  on  any  of  the  other  21  pur¬ 
pose  areas. 

The  Department's  1996  $2.4  billion  budget  request  for  the  Crime  Control  Fund 
includes  $2.1  billion  for  State  and  local  assistance,  which  combined  with  the  request 
for  Juvenile  Justice,  the  Edward  Byrne  program,  and  the  Asset  Forfeiture  Fund  rep¬ 
resents  en  increase  of  more  than  300  jpercent  for  State  aind  local  criminal  justice 
assistance.  The  Department  is  requesting  funding  for  an  array  of  new  initiatives 
such  as  $1.72  billion  for  the  proposed  community  policing  program,  $100  million  for 
criminal  records  upgrading,  $300  million  for  a  new  border  security  and  illegal  immi¬ 
gration  initiative,  and  $303  million  for  innovations  such  as  drug  courts,  dmg  treat¬ 
ment  and  boot  camps.  Although  the  distribution  of  these  resources  by  State  will  de¬ 
pend  largely  on  the  passage  oT  the  Crime  Bill  and  the  individual  needs  of  localities, 
it  is  expected  that  the  States’  share  of  the  new  funding  will  significantly  exceed 
what  is  now  provided.  For  example,  both  the  House  and  Senate  version  of  the 
COPS-on-the-Beat/Community  Policing  Program  stipulates  a  minimum  allocation  to 
the  56  States,  territories  and  possessions:  .25  percent  of  the  total  amount  appro¬ 
priated  in  the  House-passed  version  and  .6  percent  of  the  toted  amount  appropriated 
in  the  Senate-passed  version.  While  the  methodology  that  will  be  utilizea  to  distrib¬ 
ute  the  Community  Policing  funds  will  depend  on  the  final  legislation  adopted  by 
Congress,  we  expect  the  methods  used  will  be  responsive  to  both  urban  and  rural 
jurisdictions.  The  primary  difference  between  the  Byrne  Formula  Grant  Program 
and  the  new  Community  Policing  Program  will  be  the  targeting  of  resources  in  more 
defined  program  areas. 

BJA  will  also  address  the  special  needs  of  rural  areas  with  discretionary  pro¬ 
grams,  such  as  the  Innovative  Neighborhood  Oriented  Policing  (INOP)  Demonstra¬ 
tion  in  Rural  Jurisdictions  Pro^am  and  the  Rural  States  Crime  Prevention  Associa¬ 
tion  Initiative.  The  rural  INOr  program  is  designed  to  demonstrate  a  prototype  for 
neighborhood-oriented  policing  in  rural  jurisdictions.  The  program  re-orients  police 
work  from  strictly  response-driven  incident-handling  toward  a  more  anticipatory, 
comprehensive  attack  on  community  conditions  linkw  with  crime  and  illicit  drugs. 
The  program  was  initially  funded  in  1992.  Three  sites  will  receive  final-year  con¬ 
tinuation  funding  in  1994. 

Also,  through  the  discretionary  program  titled  Rural  States  Crime  Prevention  As¬ 
sociation  Initiative,  BJA  will  assist  up  to  three  established  State  crime  prevention 
associations  that  support  m^or  rural  populations.  I'he  goal  of  the  program  is  to 
strengthen  and  help  institutionalize  statewide  community  policing  and  crime  pre¬ 
vention  programminjg  through  coalition  building  with  external  partnerships  and 
interagency  cooperation,  technical  assistance  and  training,  and  the  dissemination  of 
quality  prevention  information/materials. 

VIOLENT  YOUNG  OFFENDERS 

Question.  In  the  last  several  years,  there  has  been  a  ^wing  awareness  of  the 
importance  of  violence  prevention  and  a  recognition  that  funding  prevention  activi¬ 
ties  is  not  only  valid,  out  is  a  necessary  aspect  of  fighting  crime.  Yet,  Nebraska 
faces  an  increase  in  violent  youth.  In  1992,  persons  under  age  25  accounted  for  48 
percent  of  tlie  murder/manslaughter  arrests,  42  percent  of  rape  arrests  and  61  per¬ 
cent  of  felony  assault  arrests.  With  over  1,100  known  gang  members  in  the  Omaha 
area  alone,  we  cannot  ignore  the  current  problem.  Given  your  experience,  what  ap¬ 
proaches  do  you  think  work  best  to  turn  young,  violent  offenders  away  from  a  life 
of  adult  crime? 

Answer.  The  Office  of  Juvenile  Justice  and  Deli  ncy  Prevention  has  identified 
a  variety  of  approaches  that  are  designed  to  prevent  delinquency  and  intervene  with 
serious  and  violent  juvenile  crime,  i^t,  primary  prevention  can  best  be  achieved 
if  it  is  based  on  integrated  strategies  that  impact  on  the  risk  factors  that  lead  to 
delinquency  or  violent  delinquency.  These  risk  factors  fall  into  four  domains:  (1) 
Community;  (2)  Family;  (3)  &hoof;  and  (4)  Individual/Peer.  Within  these  domains. 
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there  are  several  risk  factors  that  can  contribute  to  delinquency  and  other  negative 
behaviors.  However,  there  are  children  who  grow  up  in  disintegrating  neighbornoods 
and  in  chaotic  families  that  do  not  enter  into  a  life  of  delinquency  and  crime.  These 
children  often  are  supported  by  what  we  call  “protective  factors”  that  enable  them 
to  avoid  negative  influences  and  behaviors.  Such  factors  include  a  resilient  tempera¬ 
ment  and  a  commitment  to  core  social  institutions  such  as  the  family  and  the 
school.  They  also  tend  to  have  healthy  beliefs  and  clear  standards. 

Thus,  the  goal  of  the  Social  Development  Strategy,  which  was  developed  by  David 
Hawkins  and  Richard  Catalano  at  the  University  of  Washington,  is  to  help  children 
develop  into  healthy  adults.  This  can  be  done  by  helping  parents  and  teachers  to 
develop  and  set  clear  standards  and  promote  healthy  beliefs.  When  young  people  are 
motivated  to  follow  clear  standards  and  develop  healthy  beliefs  they  become  bonded 
to  positive  role  models  and  to  the  socializing  institutions  of  our  society.  Children 
must  also  be  provided  opportunities  to  contribute  to  their  families,  schools  and  com¬ 
munities,  They  must  be  taught  the  skills  to  effectively  take  advantage  of  the  oppor¬ 
tunities  provided  to  them.  They  must  also  be  given  recognition  and  acknowledge¬ 
ment  of  their  efforts.  This  is  the  model  that  OJJDP  is  utilizing  to  train  communities 
that  are  competing  for  funds  under  Title  V  of  the  Juvenile  Justice  and  Delinquency 
Prevention  Act  of  1974,  as  amended,  42  U.S.C.  5781. 

OJJDP  has  also  developed,  in  its  Comprehensive  Strategy  to  Address  Serious,  Vio¬ 
lent,  and  Chronic  Delinquency,  a  program  of  ^aduated  sanctions  that  is  designed 
to  impact  on  those  youth  that  do  become  involved  in  delinquent  conduct.  A  copy  of 
the  strategy  is  being  provided  to  the  Subcommittee.  To  support  and  develop  the 
Strategy  and  its  implementation  at  the  local  level,  OJJDP  awarded  fiinds  to  the  Na¬ 
tional  Council  on  Crime  and  Delinquency  (NCCD)  to  examine  the  literature  to  deter¬ 
mine  the  most  promising  or  empirically  supported  programs  for  both  prevention  and 
intervention  with  delinquent  offenders.  NCCD’s  report  is  in  draft  and  should  be 
completed  in  June.  NCCD  has  identified  12  programs  whose  success  is  supported 
by  empirical  research.  These  programs  are: 

Early  Intervention: 

Family  and  Neighborhood  Services  (FANS)  Project, — ^This  project  involves  the  uti¬ 
lization  of  “multisystemic  therap/’  (MST)— characterized  by  “highly  individualized 
family-  and  home-based  treatment”  designed  to  deal  with  offenders  in  the  context 
of  family  and  community  problems.  This  program  has  been  implemented  in  South 
Carolina. 

Choice  Program  in  Baltimore,  MD. — This  is  an  intensive  monitoring  and  multiple- 
service  program  for  high-risk  youth.  Like  MST  it  is  an  intensive,  home-based,  fam¬ 
ily-oriented  program. 

Michigan  State  Diversion  Project. — ^This  is  a  university-based  program  that  uses 
college  students  as  case  workers  for  young  offenders.  College  students  work  with  the 
diverted  youth  on  a  one-to-one  basis  in  the  community  and  family  context. 

North  Carolina  Court  Counselors  Intensive  Protective  Supervision  Project. — These 
youth  are  in  ^he  juvenile  justice  system  and  they  are  worked  with  intensively  by 
case  worker?  who  also  broker  services  as  needed. 


Intermediate: 

Lucas  County  Intensive  Supervision  Unit  (ISU). — ^This  Intensive  Supervision  pro¬ 
gram  serves  nonviolent  felony  offenders  committed  to  the  Ohio  Department  of  Youth 
Services.  The  program  provides  case  management  and  surveillance  services  to  the 
youth. 

Wayne  County  Intensive  Probation  Program. — ^This  program  is  administered  by 
the  Wayne  County,  Michigan  Probation  Department  and  two  non-profit  agencies 
under  contract  with  the  Court.  The  program  has  220  youth  in  one  of  three  programs 
that  provide  case  management  and  supervision  services. 

About  Face. — ^This  is  a  boot  camp  program  in  Memphis,  Tennessee  for  non-violent 
males  aged  14-17.  The  youth  are  committed  to  the  boot  camp  for  three  months  in 
a  non-secure  residential  facility  followed  by  6  months  of  intensive  aftercare. 

Spectrum  Wilderness  Program. — Spectrum  is  a  30-day  therapeutic  outdoor  pro¬ 
gram  for  delinquent  and  otherwise  troubled  youth.  It  is  operated  by  the  Touch  of 
Nature  Environmental  Center  at  Southern  Illinois  University. 

VisionQuesL— This  national  program  serves  as  an  alternative  to  incarceration  for 
serious  juvenile  offenders.  Referred  youth  spend  12-16  months  in  various  challeng¬ 
ing  outdoor  “impact”  programs.  VisionQuest  headquarters  is  located  in  Tucson,  Ari¬ 
zona  and  they  have  programs  in  a  number  of  States. 

Thomas  GrFarrell  Youth  Center. — ^This  program  consists  of  a  38-bed,  unlocked, 
staff-secure  residential  program  for  youths  committed  to  the  Maryland  Department 
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of  Juvenile  Services*  The  program  is  operated  by  the  North  American  Family  Insti¬ 
tute. 

Secure; 

Florida  Environmental  Institute  (FEl). — ^F£I  serves  prouth  who  have  been  tried  in 
adult  court  but  have  been  referred  back  to  the  juvenue  system  for  treatment.  The 
FEl  center  is  a  non-secure  facility  in  a  remote  area  of  Florida.  There  are  very  high 
staff  to  juvenile  ratios  at  the  Center.  The  program  also  has  an  after-care  component. 

Capitol  Offender  Program. — ^This  program  was  initiated  in  1988  at  the  Giddings 
State  Home  and  School  in  Texas  for  juveniles  who  have  committed  homicide.  The 
youth  are  incarcerated  for  an  average  of  two  and  one-half  to  three  years.  The  pro¬ 
gram  features  an  intensive  therapeutic  group  program  that  meets  several  times  a 
week. 

More  detailed  information  will  be  available  on  these  projects  in  the  final  report 
scheduled  for  June  1994. 


SUBCOMMITTEE  RECESS 

Senator  Rollings.  Thank  you  a  lot.  The  subcommittee  will  stand 
in  recess  until  10  a.m.,  Thursday,  April  28,  when  we  will  review 
the  budget  requests  of  the  U.S.  Information  Agency  and  the  Fed¬ 
eral  Communications  Commission. 

[Whereupon,  at  11:10  a.m.,  Tuesd^,  April  26,  the  subcommittee 
was  recess,  to  reconvene  at  10  a.m.,  Thursday,  April  28.] 


DEPARTMENTS  OP  COMMERCE,  JUSTICE, 
STATE,  THE  JUDICIARY,  AND  RELATED 
AGENCIES  APPROPRIATIONS  FOR  FISCAL 
YEAR  1995 


THURSDAY,  APRIL  28,  1984 

U.S.  Senate, 

Subcommittee  of  the  Committee  on  Appropriations, 

Washington,  DC. 

The  subcommittee  met  at  10  a.m.,  in  room  S-146,  the  Capitol, 
Hon.  Ernest  F.  Hollin|»  (chairman)  presiding. 

Present:  Senators  Rollings,  Bumpers,  Lautenberg,  Kerrey,  and 
Stevens. 


U.S.  INFORMATION  AGENCY 
BOARD  FOR  INTERNATIONAL  BROADCASTING 
STATEMENTS  OF: 

JOSEPH  D.  DUFFEY,  DIRECTOR,  U.S.  INFORMATION  AGENCY 

DANIEL  A  MICA  CHAIRMAN,  BOARD  FOR  INTERNATIONAL  BROAD¬ 
CASTING 

ACCOMPANIED  BY: 

JOSEPH  B.  BRUNS,  ACTING  ASSOCIATE  DIRECTOR  FOR  BROAD¬ 
CASTING 

BARRY  FLXTON,  ACTING  ASSOCIATE  DIRECTOR  FOR  EDU¬ 
CATIONAL  AND  CULTURAL  AFFAIRS 

DOUGLAS  WILSON,  DIRECTOR  OF  CONGRESSIONAL  AND  INTER¬ 
GOVERNMENTAL  AFFAIRS 

STANLEY  M.  SILVERMAN,  COMPTROLLER,  OFFICE  OF  THE  COMP¬ 
TROLLER 

CARL  GERSHMAN,  PRESIDENT,  NATIONAL  ENDOWMENT  FOR  DE¬ 
MOCRACY 

KENJl  SUMIDA,  EXECUTIVE  VICE  PRESIDENT,  EAST-WEST  CENTER 
OPENING  STATEMENT  OF  HON.  ERNEST  F.  ROLLINGS 

Senator  Hollings.  Today  the  subcommittee  continues  its  review 
of  the  President’s  fiscal  year  1996  budget,  in  reviewing  the  request 
for  the  U.S.  Information  Agency,  induing  the  request  for  the 
Board  for  International  Broadcasting,  and  the  budget  request  for 
the  Federal  Communications  Commission. 

For  fiscal  vear  1996,  the  President’s  budget  requests  $1,430  bil¬ 
lion  for  the  U.S.  Information  Agency,  which  includes  $637  million 
for  Federal  international  broadcasting  programs.  The  USIA  broad¬ 
casting  budget  includes  $267  million  to  oe  transferred  to  the  Board 
for  International  Broadcasting. 
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We  will  hear  first  from  Dr.  Joe  Duffey,  the  Director  of  the  U.S. 
Information  Agency,  regarding  overall  USIA  programs,  and  inter¬ 
national  broadcasting.  We  will  then  hear  from  Dan  Mica,  Chair¬ 
man  of  the  Board  for  International  Broadcasting,  regarding  the  re¬ 
quest  for  Radio  Free  Europe  and  Radio  Liberty. 

Dr.  Duffey,  we  welcome  you  to  the  committee,  and  we  will  in¬ 
clude  your  statement  in  its  entirety  in  the  record.  You  can  deliver 
it  if  you  wish,  or  highlight  it,  either  way. 

SUMMARY  STATEMENT  OF  DR.  DUFFEY 

Dr.  Duffey.  Thank  you,  Mr.  Chairman.  Since  time  is  short 
today,  let  me  enter  my  statement  into  the  record,  and  make  only 
a  few  comments. 

With  me  is  Stan  Silverman,  whom  you  know,  and  whom  I  have 
worked  with  in  the  past;  Joe  Bruns  from  the  Bureau  of  Broadcast¬ 
ing;  Barnr  Fulton  from  the  Bureau  of  Educational  and  Cultural  Af¬ 
fairs;  anci  Doug  Wilson,  the  Director  of  Congressional  and  Intergov¬ 
ernmental  Affairs. 

This  is  the  time,  when  we  are  attempting  to  serve  the  Nation's 
Government,  that  we  should  speak  as  plainly  and  directly  as  we 
can.  Let  me  try  to  do  that. 

USIA  exists  to  pursue  our  national  interests  through  several  dif¬ 
ferent  kinds  of  activities.  We  are  concerned,  first  of  all,  that  the 
public’s  civic  leaders  and  journalists  in  the  rest  of  the  world  should 
understand  the  policies  and  the  objectives  of  the  United  States. 

We  try  to  accomplish  that  through  the  work  we  do  with  the  for¬ 
eign  press  here  in  the  United  States,  and  through  distribution  each 
day  of  the  wireless  file  in  a  number  of  languages  around  the  world. 
This  carries  official  statements  and  explanations  of  U.S.  policy.  We 
pursue  that  objective  as  well  through  international  broadcasting, 
and  through  the  work  of  our  officers  and  Embassies  in  every  region 
of  the  world. 

I  know  that  members  of  this  committee  are  acquainted  with  the 
work  of  our  Embassy  personnel  from  their  visits  to  overseas  posts; 
and  with  the  work  they  are  doing  to  represent  the  American  people 
and  American  interests. 

The  job  we  do  is  as  important  as  it  ever  was.  Indeed,  it  may  be 
more  important  now,  when  we  need  the  understanding  of  other  na¬ 
tions  as  we  seek  to  define  and  pursue  our  own  interests,  and  con¬ 
tribute  to  a  world  of  peace  with  justice  and  stable  productive  rela¬ 
tions  between  nations  and  cultures. 

We  also  work  to  try  to  help  policymakers  here  understand  public 
sentiment  in  other  parts  of  the  world,  through  analysis  of  the 
press,  polling,  and  otherwise.  We  try  to  understand  and  remain 
sensitive  to  public  opinion,  not  because  we  always  fashion  our  poli¬ 
cies  to  please  publics  in  other  countries,  but  because  understanding 
the  perspectives  and  sentiments  of  the  public  in  other  nations  is 
vital  to  our  success,  to  pursue  our  goals. 

I  have  begun,  with  my  colleagues  this  last  year,  Mr.  Chairman, 
to  face  up  oirectly  to  the  question  of  addressing  the  deficit  in  the 
Federal  budget;  and  we  have  adopted  a  number  of  goals  to  more 
carefully  redefine  this  agency  and  what  it  does. 

The  budget  you  have  before  you  has  an  increase  in  funding,  but 
that  masks  the  fact  that  substantial  reductions  are  taking  place  in 
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personnel.  We  are  setting  aside  some  programs  that  USIA  has  done 
for  40  years,  in  order  to  be  at)le  to  do  what  we  do  better  and  more 
sharply,  and  to  think  about  how  it  is  affecting  us.  We  are  trying. 

Our  first  goal  is  to  keep  our  representation  in  142  countries 
strong^  and  to  be,  among  the  international  relations  agencies,  one 
that  gives  clear  priority  to  the  work  it  does;  representing  this  coun¬ 
try  overseas. 

There  are  three  considerations  in  the  budget  we  have  put  before 
you:  the  policy  of  our  Government,  what  our  interests  are,  and  how 
we  pursue  them;  the  measure  of  what  is  effective,  the  technical 
questions:  How  can  we  do  this  best  with  new  technology  and 
Knowledge?  And  third,  the  question  of  economy  and  responsibility 
in  the  handling  of  public  moneys. 

PREPARED  STATEMEJJTS 

I  will  be  glad  to  respond  to  questions  about  the  proposals  that 
the  administration  has  put  before  you  with  respect  to  next  year's 
budget,  along  with  my  colleagues. 

[The  statements  follow:] 

Statement  of  Joseph  Duffey 

Mr.  Chairman,  Members  of  the  Subcommittee:  I  appreciate  the  opportunity  to  dis¬ 
cuss  with  you  today  the  fiscal  year  1996  appropriation  request  for  uie  United  States 
Information  Agency. 

Several  of  my  USlA  collea^es  are  here  with  me  today:  the  Acting  Associate  Di¬ 
rector  of  Broadcasting,  Joe  Bruns;  and  of  Educational  and  Cultural  Affairs,  Barry 
Fulton;  the  Director  of  Con^-essional  and  Intergovernmental  Affairs,  Doug  Wilson; 
and  the  Comptroller,  Stan  Silverman. 

The  Washington  Office  of  USIA  is  just  down  the  Hill  from  where  we  sit  today. 
In  fact,  1  can  see  the  Capitol  Building  from  my  office  window.  Visitors  to  my  office 
often  remark  on  one  of  my  prize  material  possessions — a  laige  and  very  old  Bryson 
of  Edinburg  telescope  that  is  trained  on  the  Dome  itself,  ft  is  so  powerful  that  I 
can  study  the  very  headdress  of  ‘'Freedom.'* 

However,  as  you  might  imagine,  peerii^  throi^h  the  telescope  doesn’t  give  me  a 
whole  lot  of  information  about  what's  going  on  in  Congressional  committees.  And, 
due  to  what  is  supposed  to  be  efficient  “climate  control,”  my  windows  do  not  open. 
If  they  could  be  oj^ned,  this  time  of  year  I  think  I  might  hear  a  familiar  sound 
being  vented  from  these  hallowed  halls.  It  is  a  sound  which  can  convey  delight  or 
terror  to  the  heart  of  any  agency  chief— the  inexorable  crunching  of  many  numbers. 

I  promise  to  give  you  some  solid  numbers  to  work  with.  But,  before  we  get  to  the 
arithmetic,  I  would  like  to  talk  to  you  for  a  few  moments  about  the  whol^ale  reor¬ 
ganization  we  are  now  undertaking  at  USIA  It  is  both  broad  and  deep. 

When  I  gratefully  accepted  President  Clinton's  Invitation  to  become  director  of  the 
USIA,  I  already  knew  that  a  great  deal  of  my  responsibility  would  center  around 
the  need  to  shrink  the  agency's  budget.  You  know  what  “shrink”  usually  means;  it 
means  cutting  jobs  and  programs. 

This  necessity— this  mandate — was  hardly  a  surprise  to  me  or  to  the  team  that 
came  into  the  agency  with  me.  We  heard  what  the  voters  were  telling  us  in  the  1992 
elections.  They^d  determined  that  government  should  be  more  efficient  and  ac¬ 
countable.  They  want  to  believe  that  their  tax  dollars  are  being  spent  on  programs 
that  justify  the  personal  sacrifices  they  have  been  asked  to  make. 

And  BO  our  instructions  were  clear— if  broadly  stated  through  the  powerful  but 
sometimes  imprecise  commands  of  the  ballot  box.  Federal  departments  and  agendes 
simply  had  to  restrain  spending.  If  they  did  not  do  so,  the  federal  deficit  would  con¬ 
tinue  to  mushroom  and  people  were  go^  to  get  madder  and  madder. 

This  much  is  a  given. 

So  far  I  have  b^n  talking  in  broad  terms  about  federal  progr^s.  Now  let  me 
focus  on  the  programs  for  which  my  colleagues  and  I  are  responsible,  those  of  the 
USIA  and  what  is  sometimes  called  “public  diplomacy.”  That  is,  instead  of  govem- 
ment-to-govemment  discourse,  which  is  the  domain  of  the  State  Department,  the 
USIA's  znission  centers  around  people-to-people  diplomacy. 
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Our  iob  is  summed  up  in  the  USlA's  motto,  ‘Telling  America’s  story  to  the  world.” 

We  tell  that  story  and  strive  to  create  mutual  understanding  throu^; 

— ^The  “Wireless  File,”  our  daily  computer-linked  news  and  information  service, 
which  carries  ofBcial  texts,  policy  statements,  feature  articles,  interpretation, 
and  reprints  from  American  publications  to  U.S.  government  facilities  overseas; 

—The  U.S.  Speakers  Program,  which  sends  Americans  to  scores  of  countries  to 
share  their  professional  experiences  with  foreign  audiences; 

— ^The  Fulbright,  Muskie,  Humphrey,  International  Visitors,  and  other  valuable 
and  well-known  educational  exchange  programs; 

— Broadcasts  taiwted  at  Cuban  audiences; 

— The  WORLDNET  satellite  television  system,  which  allows  interactive  dialogue 
between  U.S,  officials  and  ioumalists  and  leaders  all  over  the  world; 

— A  network  of  cultural-  and  reference-resource  centers  managed  by  211  informa¬ 
tion  posts  in  147  countries; 

— ^The  Voice  of  America,  which  now  broadcasts  worldwide  in  more  than  40  lan¬ 


guages. 

This  represents  only  the  broadest  picture  of  USlA’s  most  visible  activities.  In  our 
dialogue  today,  I  can  hardly  do  justice  even  to  these  programs,  much  less  to  impor¬ 
tant  activities  I  do  not  have  time  to  mention. 

The  members  and  staff  of  this  subcommittee  are  well  versed  in  USIA’s  mission, 
so  I  assume  I  don’t  need  to  offer  up  much  of  a  primer.  Our  principal  authority  de¬ 
rives  from  the  Smith-Mundt  Act  of  1948  and  the  Fulbright-Hays  Act  of  1961.  The 
details  through  which  we  have  acted  on  this  overall  mandate  have  been  developed 
over  40  years,  and  enormous  credit  should  go  to  my  predecessors.  Their  imagination 
and  energy  over  the  decades  have  made  the  USIA  the  effective  and  respected  agency 
that  it  is  todav. 

What  the  USIA  is  today,  however,  is  not  what  it  will  be  when  we  meet  again  a 
year  from  now.  Under  the  rubric  of  government-wide  restructuring  and  downsizing 
of  which  I  spoke  a  moment  ago,  the  USIA  is  doing  its  part.  In  fact,  we  are,  I  believe, 
ahead  of  most  of  the  government  in  responding  to  the  Administration’s  directives. 

Viewed  as  a  percentage,  our  cuts  in  programs  are  a  small  part  of  the  immense 
and  fundamental  effort  that  cabinet  members  and  agency  heads  are  undertaking. 
However,  for  some  of  the  dedicated  employees  at  the  USIA,  the  changes  are  pro¬ 
found.  They  call  for  resourcefuhie^,  flexibility,  and  personal  sacrifice. 

As  Yogi  Berra  once  memorably^dvised,  “when  you  come  to  a  fork  in  the  road, 
take  it.” 

And  we  are,  no  doubt  about  it,  at  a  fork  in  the  road.  Perhaps  more  cogently,  and 
surelv  more  eloquently,  I  call  on  Shakespeare’s  Julius  Caesar;  “We  must  take  the 
current  when  it  serves,  or  lose  our  ventures.” 

So  let  me  cut  right  from  the  overview — the  rhetoric  about  the  post-Cold  War  world 
and  the  much-touted  New  Information  Age — ^to  USIA’s  specific  plans.  Here  are  the 
highlights  of  what  we  plan  to  do: 

— Consolidate  all  non-militaiy  U.S.  international  broadcasting  into  a  new  Inter¬ 
national  Broadcasting  Bureau  under  the  USIA  umbrella.  This  new  oi^ganization 
will  be  comprised  of  the  Voice  of  America,  Radio  Free  Europe,  Radio  Liberty, 


Broadcasting  to  Cuba,  WORLDNET  TV,  and  the  new  Radio  Free  Asia; 

— Realize  significant  consolidation  savings  by  reducing  administrative  overlap, 
rationalizing  broadcast  services,  and  pooling  technical  broadcast  resources — 
while  termination  costs  require  an  increase  in  1995,  net  outlay  savings  of  $400 
million  are  projected  from  1994  through  1997; 

— Replace  the  Bureau  of  Policy  and  Programs  with  a  new,  more  focused,  and  tech¬ 
nologically  sophisticated  Bureau  of  Information; 

— Cease  the  production  of  large-scale  exhibits  and  stop  publishing  global  and  re- 

S'onal  magazines  prepared  here  in  Washington; 

iscontinue  the  International  Book  Exchange  Fund,  book  exhibits,  and  book 
fairs  except  in  Eastern  Europe  and  the  republics  which  emerged  from  the 
former  Soviet  Union; 

— Streamline  our  library  and  data-bank  support,  the  Wireless  File,  and  our  global 
hi^-speed  transmission  channel  to  provide  accurate  and  timely  support  for 
U.o.  government  initiatives; 


—Combine  all  prog 
active  capacity  ol 


of  speakers  and  specialists,  in  concert  with  the  inter- 
>NET  TV,  to  connect  American  opinion  leaders  with 


foreign  audiences  at  low  cost  and  with  maximum  impact; 

— Cooz^nate  USIA  policies  through  a  small  central  unit  which  can  reflect  new 
p^rioritics  in  the  post-Cold  War  world; 

—Reduce  administrative  and  overhead  costs  by  streamlining  our  operations, 
thereby  concentrating  our  resources  in  field  posts  whiclx,  even  though  they 
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mijght  be  smaller,  will  be  more  effective;  these  posts  are,  after  all,  our  final 
point  of  communication  with  foreign  public  opinion; 

— Combine  our  Research  and  Media  Reaction  offices  in  order  to  bring  to  U.S.  gov¬ 
ernment  officials  timelier  and  more  effective  reporting  of  public  opinion  and 
media  commentary  in  other  countries. 

Through  these  steps,  we  expect  to  save  $79.9  million  in  broadcasting  and  $15.2 
million  in  non-broadcast  OMrations.  It  gives  me  no  pleasure  to  report  that  this  will 
mean  the  elimination  of  168  positions  in  broadcasting  and  221  positions  from  other 
activities.  Through  expanded  opportunities  for  retraining,  reassignment  of  respon¬ 
sibilities,  early  retirement  and  "nuyouts**  we  hope  to  limit  the  number  of  persons 
subject  to  layoff  and  “reduction-in  force”  provisions. 

On  an  overall  basis,  Mr.  Chairman,  UoIA's  1995  request  totals  $1.43  billion,  a  net 
increase  of  $79.4  million  over  1994  appropriations  as  enacted  and  adjusted  by  rescis¬ 
sions.  This  increase  will  provide  $74.8  million  for  the  consolidation  of  international 
broadcasting  operations  and  $4.6  million  for  all  other  USIA  operations  and  accounts. 

The  net  increase  of  $74.8  million  for  broadcasting  operations  will  provide: 

— $105  million  to  cover  termination  costs  associated  with  the  downsizing  of  RFEl/ 
RL; 

— $24.1  million  for  continuing  modernization  of  VOA  technical  facilities  and  initial 
network  consolidation;  and 

— $25.6  million  for  the  cost  of  maintaining  current  service  (derations  for  VOA  and 
WORLDNET  ($10.8  million)  and  Broadcasting  to  Cuba  ($7  million),  and  for  es¬ 
tablishing  a  Radio  Free  Asia  program  ($7.8  million). 

— These  increases  are  partially  offset  by  program  reductions  of  $79.9  million  in 
RFE/RL  ($68.3  million),  VOA/WORLDNET  ($21.2  milUon,  including  $13.7  mU- 
lion  in  new  1996  program  cuts  and  $7.5  million  in  1995  fiill-year  savings  of  re¬ 
ductions  begun  in  1994),  and  Radio  Broadcasting  to  Cuba  ($.4  million). 

The  remaining  $4.6  million  increase  for  net  built-in  requirements  and  program 
changes  for  all  other  USIA  operations  and  accounts  will  provide: 

— $35.7  milUon  for  inflationary  cost  increases,  mainly  foreign  national  wage  scales 
and  price  increases  for  the  ^enc/s  overseas  operations  and  Federal  pay  raise 
costs,  and  other  built-in  requirements;  and 

— $9.9  million  to  enhance  democracy-building  programs  of  the  National  Endow¬ 
ment  for  Democracy  ($9  million)  and  to  open  new  posts  in  Hanoi  and  Ho  Chi 
I^nh  City,  Vietnam  and  re-establish  the  ^blic  Aflmrs  Officer  position  in  Bei¬ 
rut,  Lebanon  ($.9  million). 

— ^These  increases  will  be  largely  offset  hy  1996  program  reductions  totaling  $41 
million  and  222  positions.  These  cuts  ^^1  be  applied  to  Salaries  and  Expenses 
($15.2  million,  221  positions)  related  primarily  to  the  restructuring  of  Agency 
programs;  Exchange  Programs  ($15.7  million);  the  East-West  Center  and  In¬ 
spector  General  accounts  ($2.4  million,  1  position);  and  the  North/South  Center 
($7,7  million). 

Mr.  Chairman,  we  look  forward  to  working  with  you  and  your  colleagues.  My  as¬ 
sociates  and  I  would  be  happy  to  reply  to  your  questions. 


Statement  of  Carl  Gershman 

Mr.  Chairman  and  Memliers  of  the  Subcommittee:  I  am  pleased  to  appear  before 
you  today  to  support  the  Administration’s  fiscal  year  1995  budget  request  for  the 
National  Endowment  for  Democracy,  and  to  share  with  you — and  to  hear  your  reac¬ 
tions  to— eome  ideas  about  our  future  direction  as  we  enter  our  second  decade. 

Before  doing  so,  I  want  to  take  this  opportuniW  on  behalf  of  Chairman  John 
Brademas,  the  NED  Board,  and,  indeed,  the  entire  Endowment  family  to  thank  Sen¬ 
ator  Hollings,  Senator  Donienici,  and  all  others  who  provided  critical  s^port  during 
the  appropriations  battle  last  year.  Those  both  inside  and  outside  the  Cfongress  who 
stood  up  for  NED  during  that  battle  recognize  the  value  of  the  programs  we  fund 
in  over  76  countries.  But  just  as  importantly,  they  understand  that  the  Endowment 
is  much  more  than  a  ^ant-making  organization.  It  embodies  the  central  concept  of 
how  we  stand  up  for  those  in  the  world  who  seek  the  freedom  to  choose  their  leaders 
and  insure  their  accountability. 

THE  CASE  FOR  CONTINUED  ENGAGEMENT 

Reading  back  over  last  year’s  floor  debates,  I  was  struck  by  how  closely  they  re¬ 
flect  the  laicger  issue  of  the  extent  to  which  our  country  should  ei^age  with  the 
world  durii^  the  post-Cold  War  period.  Mr.  Chairman,  no  one  seriously  suggests 
that  the  U.&  can  cut  itself  off  from  what  happens  outside  our  borders,  and  to  char¬ 
acterize  our  critics  as  part  of  an  “isolationist”  trend,  as  some  have  done,  would  be 
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unfair.  But  to  argue  that  with  the  Cold  War  ended,  we  can  now  turn  away  from 
international  engagement  for  the  purpose  of  tending  to  our  domestic  problems  pre- 
supposes  that  these  problems  are  unrelated  to  developments  abroad.  It  is  simply  fal¬ 
lacious  to  believe  that  our  prosperity  as  a  nation  is  not  threatened  by  a  world  of 
economic  and  political  disorder. 

As  the  Endowment’s  supporters  in  the  Congress  pointed  out  during  the  debates 
last  summer  and  fall,  our  country  derives  numerous  practical  advantages  from  the 
Endowment’s  effort  to  help  those  striving  for  self-government.  History  teaches  us 
that  democracies  do  not  make  war  against  one  another,  export  weapons  of  mass  de¬ 
struction,  shelter  terrorists,  or  ignore  the  environment.  Democracies  honor  human 
rights  and  provide  fertile  pound  for  prosperous  economies  that  are  the  most  effec¬ 
tive  safeguards  against  admng  to  the  world’s  growing  population  of  refugees. 

It  is  not  surprising  that  while  the  future  of  NED  was  being  debated  in  the  Con¬ 
gress  last  year,  activists  with  direct  knowledge  of  the  fragility  of  newly  created  insti¬ 
tutions  in  their  home  countries  cautioned  against  complacency  regaring  the  future 
prospects  for  democracy.  Typical  was  the  assertion  of  former  Lithuanian  President 
Vytautus  Landsbergis  that  the  battle  for  democracy  in  his  country  is  only  “half-com¬ 
plete.” 

According  to  Freedom  House,  1993  marked  the  worst  single-year  setback  for  free¬ 
dom  in  over  twenty  years  of  its  surveys  of  political  rights  and  civil  liberties  around 
the  world.  A  glance  at  today’s  headlines  from  Moscow  to  Mogadishu,  from  Port-au- 
Prince  to  Pretoria  should  make  it  eminently  clear  that  the  struggle  for  democracy 
did  not  end  with  the  fall  of  communism  in  the  Soviet  Union. 

The  Administration’s  budget  request  for  NED  for  fiscal  year  1995  is  $45  million, 
an  increase  of  $10  million  over  the  current  year’s  level.  We  are  grateful  for  the 
strong  support  for  our  work  on  the  part  of  the  Administration,  as  expressed  publicly 
not  only  by  the  Secretary  of  State  in  his  appearances  before  congressional  commit¬ 
tees,  but  by  other  members  of  the  President’s  foreign  policy  team  as  well.  Their  sup¬ 
port  for  us  during  last  year’s  appropriations  round  was  indeed  crucial  to  the  out¬ 
come.  We  are  also  delighted  with  the  close  working  relationships  we  have  developed 
with  USIA,  with  which  we  are  cooperating  on  a  number  of  fronts. 

LONG  TERM  DEVELOPMENT  IN  CRITICAL  COUNTRIES 

How  can  the  U.S.  best  remain  engaged  on  the  side  of  those  struggling  for  free¬ 
dom?  The  very  definition  f  the  Endowment’s  mission,  supporting  democratic  move¬ 
ments,  presupposes  that  democracy  can  only  grow  from  within  through  the  work  of 
indigenous  organizations  and  groups.  The  Enoowment  does  not  seek  to  export  or  im¬ 
pose  democracy,  but  to  plant  seeds  in  the  hope  that  the  institutions  and  values  of 
democracy  will  eventually  emerge. 

Mr.  Chairman,  there  is  no  better  illustration  of  the  need  for  long-term  develop¬ 
ment  of  democratic  culture  and  institutions  than  the  New  Independent  States  of  the 
former  Soviet  Union.  Two  years  have  passed  since  the  Soviet  Union  disintegrated 
into  fifteen  independent  states.  In  most  of  those  countries — with  the  possible  excep¬ 
tion  of  the  Baltic  States — the  transition  to  democracy  and  a  market  economy  has 
barely  begun. 

It  is  clear  that  in  Russia,  political  democracy  and  a  free  market  economy  have 
not  become  widely  accepted  as  the  way  to  improve  people’s  lives.  The  success  of  Mr. 
Zhirinovsky  and  his  associates  in  last  December’s  elections  has  raised  the  alert  that 
democratic  values  are  riot  as  far  spread  or  deep-rooted  as  may  have  been  assumed. 
As  the  failure  of  Russia  to  make  a  peaceful  transition  to  democracy  would  have  seri¬ 
ous  geopolitical  repercussions,  the  Endowment  continues  to  regard  it  as  high  on  our 
list  of  priority  countries.  In  fiscal  year  1995,  we  plan  to  support  a  broad  range  of 
civic  associations,  electronic  communications,  rule  of  law  projects,  and  independent 
media  and  publishing  outlets;  in  short,  projects  that  stren^hen  the  indigenous  roots 
of  democracy. 

The  Endowment’s  core  institutes  continue  to  be  deeply  engaged  in  Russia.  The 
Center  for  International  Private  Enterprise  (CIPE)  has  placed  particular  emphasis 
on  development  of  business  associations  which  will  provide  training  for  entre¬ 
preneurs  while  advocating  market  reforms.  The  pro^am  of  the  Free  Trade  Union 
Institute  (FTUI)  in  Russia  provides  sector  specific  training  support  while  continuing 
to  assist  the  independent  trade  unions  in  their  attempts  to  reach  a  broader  group 
of  workers  at  the  local  and  regional  levels.  The  International  R^ublican  Institute 
(IRI)  and  the  National  Democratic  Institute  for  International  Affairs  (NDI)  helped 
insure  that  the  December  parliamentary  elections  were  conducted  in  an  open  and 
fair  manner,  and  are  currently  concentrating  their  efforts  toward  the  development 
of  stable  and  democratically  organized  political  parties. 
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The  Endowment  has  long  regarded  Ukraine  as  a  country  of  central  concern,  given 
its  size,  strategic  importance,  and  the  vitality  of  its  democratic  forces.  Just  last  No¬ 
vember,  NED’S  core  grantees,  working  together  and  in  cotyunction  with  the  U.S,- 
Ukraine  Foundation,  convened  a  broad  cross-sectoral  seminar  to  help  facilitate  in¬ 
creased  contacts  and  cooperation  among  those  groups  working  on  benalf  of  democ- 
racy. 

T^e  results  of  Ukraine’s  recent  parliamentarv  elections,  where  anti-reformist  ele¬ 
ments  have  scored  some  gains,  underscores  the  need  to  continue  to  support  the 
democratic  forces  promoting  economic  and  political  reforms.  It  is  now  clear  that  the 
failure  to  car^  out  these  reforms  would  have  a  negative  impact  on  Ukraine’s  inde¬ 
pendence,  which  is  critical  to  the  stability  of  the  entire  region.  However  the  political 
situation  unfolds  in  the  upcoming  months,  the  Endowment  is  committed  to  devoting 
substantial  resources  and  expertise  to  the  continuing  development  of  independent 
trade  unions,  political  parties,  media,  and  business  institutions. 

Mr.  Chairman,  the  debate  over  the  renewal  of  Most  Favored  Nation  Trade  Status 
for  China  has  highlighted  the  tension  between  our  commitment  to  universal  human 
rights  on  the  one  hand  and  desire  to  expand  trade  opportunities  on  the  other,  \^^ile 
this  debate  has  continued  within  the  Administration  and  the  Congress,  NED  has 
been  able  to  work  with  a  wide  variety  of  individuals  and  groups  working  to  promote 
both  political  and  economic  reforms  within  the  counti^. 

Here  again,  the  China  projects  take  a  long-term  view  of  the  importance  of  build¬ 
ing  civil  society  as  the  country  prepares  for  the  enormous  intellectual  and  political 
ferment  that  is  likely  to  follow  tne  end  of  the  era  of  Deng  Xiaoping.  NED  program¬ 
ming  in  fiscal  year  1995  will  focus  on  the  exile  community  of  activists,  reformers- 
in-exile,  and  students  working  with  their  counterparts  inside  China  to  disseminate 
ideas  related  to  the  future  of  their  country.  The  Endowment’s  pro^am  in  China, 
as  in  Russia  and  Ukraine,  is  increasingly  multi-sectoral  and  pluralistic,  combining 
support  for  groups  that  advocate  worker  and  other  aspects  of  human  rights  with 
carefully  targetea  projects  aimed  at  enhancing  market  reforms  and  strengtliening 
the  role  of  private  voluntary  organizations. 

In  the  absence  of  political  reform,  China’s  economic  growth  has  produced  growing 
worker  unrest,  and  leaders  of  the  movement  to  create  autonomous  trade  unions 
such  as  NED  grantee  Han  Dongfang  are  playing  a  leading  role  in  the  democracy 
movement.  Han,  whose  leadership  abilities  and  commitment  to  the  cause  of  freedom 
and  democracy  have  led  many  oDservers  to  compare  him  to  Lech  Walesa,  was  one 
of  the  recipients  of  NED’s  Democracy  Award  presented  at  our  1993  World  Con¬ 
ference. 

Another  pivotal  country  whose  transition  to  democracy  has  strong  global  implica¬ 
tions  is  South  Africa,  where  Endowment  grantees  have  been  actively  seeking  to  en¬ 
sure  a  free  and  fair  election.  Whatever  the  outcome  of  next  week’s  histone  vote, 
South  Africa’s  citizens  will  need  to  build  up  a  culture  of  democracy  and  pluralism 
that  was  crushed  by  the  system  of  Apartheid. 

For  the  Endowment,  this  translates  into  programs  to  promote  democratic  dia¬ 
logue,  independent  media,  research,  democratic  education,  conflict  resolution,  and 
leadership  training.  Both  the  National  Democratic  Institute  for  International  Affairs 
(NDI)  and  the  International  Republican  Institute  (IRI),  which  have  made  significant 
contributions  to  the  electoral  process,  plan  to  be  active  ’n  political  party  develop¬ 
ment  and  in  assisting  watchdog  groups  to  ensure  the  integrity  of  the  transition  proc¬ 
ess. 

The  recent  signing  of  the  North  America  Free  Trade  Agreement  between  Canada, 
Mexico  and  the  United  States  has  put  a  spotlight  on  the  political  system  in  Mexico, 
whose  ruling  party  has  held  a  virtual  governing  monopoly  for  over  60  years.  Mr. 
Chairman,  I  am  aware  of  your  strong  interest  in  the  reform  of  Mexico’s  political  in¬ 
stitutions.  We  believe  that  the  fairness  of  the  upcoming  presidential  elections  in  Au¬ 
gust  1994  will  be  a  major  test  of  whether  Mexico  is  in  tact  moving  towards  a  modern 
political  democracy. 

The  Endowment  is  providing  support  to  a  variety  of  civic  organizations  for  democ¬ 
racy,  which  have  dedicated  themselves  to  making  the  August  election  a  test  of  the 
government’s  stated  commitment  to  political  reform.  Other  NED  activities  in  Mexico 
include  support  for  a  human  rights  group  that  has  investigated  abuses  in  the 
Chiapas  region,  where  the  recent  rebellion  has  also  served  as  a  catalyst  for  serious 
discussion  of  the  need  for  electoral  reform.  Cooperation  with  organizations  in  Mexico 
will  not  only  assist  democratization  efforts  but  will  also  serve  to  provide  an  unprece¬ 
dented  foundation  for  forging  grassroots  links  between  Americans  and  Mexicans. 

In  each  of  Uie  countries  of  high  priority,  Russia,  Ukraine,  China,  South  Africa, 
and  Mexico,  the  Endowment  is  committing  substantially  greater  resources  in  fiscal 
year  1994  than  last  year.  (For  Russia,  South  Africa,  ana  Mexico  each,  the  projected 
increment  is  either  near  or  in  excess  of  100  percent.)  We  have  been  able  to  raise 
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the  allocation  levels  in  these  countries,  as  well  as  in  the  Middle  East,  where  the 
number  of  indigenous  democratic  initiatives  we  are  able  to  support  has  increased 
drainaticallv  during  the  past  year,  because  of  the  increased  appropriation  we  re¬ 
ceived  for  the  current  year.  In  addition  to  bolstering  our  pre^am  in  areas  of  high 
priority,  the  $6  million  increase  has  also  enabled  us  to  identi^  new  grantees,  to  ex¬ 
pand  we  proOTams  of  existing  pantees,  and  to  begin  operating  in  countries  (such 
as  the  Centrm  African  nation  of  Chad)  where  NED  has  never  TOfore  made  a  grant. 

NED'S  S^fRATEGIC  PLAN 

Responding  to  a  recommendation  of  the  General  Accounting  Office,  the  Endow¬ 
ment’s  governing  Board  of  Directors  ajmroved  in  1992  a  strategic  plan  settingjbrth 
broad  programmatic  objectives  for  the  foreseeable  future.  The  plan  calls  for  NED  to 
emphasize  those  characteristics  that  offer  a  comparative  advantage,  namely,  its 
multi-sectoral  structure,  its  nongovernmental  status,  and  the  singularity  of  its  mis¬ 
sion  to  promote  democracy. 

A  Full  Package  Response 

The  Endowment’s  multisectoral  structure  has  enabled  it  to  play  a  broad  coordinat¬ 
ing  role  in  each  of  the  high  priority  countries  highlighted  above.  For  example,  with 
e^rts  just  getting  underway  in  Mexico  to  unite  the  various  reformist  groups  work¬ 
ing  to  insure  a  free  and  fair  electoral  process,  we  recently  brought  together  rep¬ 
resentatives  of  these  groups  with  our  core  grantees  as  well  as  other  private  U.S. 
donor  groups.  This  meeting  was  but  one  of  manv  NED  has  convened  during  the  past 
year  to  discuss  broad  multi-sectoral  initiatives  tor  the  Middle  East  and  for  countries 
as  diverse  as  China,  Ukraine,  Zaire,  and  Romania. 

Coordinating  efforts  of  this  kind  have  served  to  offer  a  full  package  response  to 
the  complex  needs  of  emerging  democracies.  This  response  is  particularly  important 
in  lig^t  of  the  close  relationship  between  political  and  economic  reform,  evident  in 
each  of  the  Endowment’s  high  priority  countries. 

NED  has  been  able  to  function  as  a  coordinating  center  as  a  result  of  its  unique 
structure,  which  includes  its  relationships  with  the  four  constituent  institutes  in  the 
fields  of  labor,  business,  and  party  development  as  well  as  a  wide  array  of  discre¬ 
tionary  grantees  that  sponsor  initiatives  in  areas  such  as  human  rights,  conflict  res¬ 
olution,  civic  education,  independent  media,  and  the  rule  of  law.  'The  Endowment’s 
structure  reflects  the  realization  tliat  the  establishment  of  democracy  is  not  limited 
to  ^e  successfiil  conduct  of  elections  but  involves  the  strengthening  of  civil  society, 
democratic  political  institutions,  and  democratic  culture. 

The  Endowment’s  role  as  a  coordinating  center  for  multifaceted  democratic  initia¬ 
tives  has  been  further  enhanced  by  work  with  our  counterpart  organizations  abroad, 
a  process  ^at  was  set  in  motion  by  a  meeting  held  at  Airlie  House  last  February. 
'That  meeting  offered  an  opportumty  for  the  participants  from  the  U.S.,  Canada, 
Great  Britain,  and  Germany  to  share  information  and  perspectives  on  democratic 
institution  building,  as  well  as  to  develop  strategies  for  future  cooperation.  A  follow¬ 
up  meeting  held  in  Bonn  in  November  hosted  by  the  Konrad  Adenauer  Foundation 
focused  on  the  problems  of  transition  in  Centrm  and  Eastern  Europe,  and  it  was 
decided  that  the  next  meeting  wcild  be  hosted  by  the  Westminster  Foundation 
sometime  this  year.  It  was  also  ag^ed  that  the  Endowment  would  explore  the  possi¬ 
bility  of  developing  a  common  initiative  for  the  former  Yugoslavia. 

\Ve  have  also  been  in  touch  with  the  study  commissions  examining  proposals  to 
establish  new  democracy  foundations  in  Sweden  and  the  European  Community. 
Furthermore,  we  are  consulting  closely  with  officials  in  Japan,  which  sent  an  ob¬ 
server  to  the  Airlie  House  meeting,  on  how  best  to  develop  its  own  approach  to  pro¬ 
viding  democratic  assistance.  Eanier  this  month  Chairman  Brademas  was  able  to 
take  advantage  of  a  trip  to  Japan  on  other  business  to  hold  several  high  level  dis¬ 
cussions  on  tms  subject,  and  1  will  be  following  up  with  additional  meetings  this 
summer.  As  we  continue  these  discussions,  we  are  delighted  to  have  as  U.S.  Ambas¬ 
sador  former  Vice  President  Walter  Mondale,  the  immediate  past  chairman  of  the 
National  Democratic  Institute  and  a  former  NED  Board  member. 

Providing  Venture  Capital 

Mr.  Chairman,  it  is  significant  that  the  foundations  that  have  come  into  existence 
in  Canada  and  Great  Britain  since  the  establishment  of  NED  have  been  modeled 
closely  along  the  lines  of  the  Endowment,  namely,  as  publicly  funded  entities  with 
nongovernmental  status  and  lemslative  accountability.  As  called  for  in  the  1992 
strategic  plan,  the  Endowment  nas  taken  advantage  of  its  own  nongovernmental 
status  to  b^ome  engaged  in  countries  where  the  forces  of  authoritarianism  continue 
to  prevail. 
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We  regard  support  to  democrats  in  these  countries  as  “venture  capital’*  to  help 
them  overcome  the  many  social,  cultural,  political  and  historical  barriers  they  face. 
To  offer  a  few  examples,  in  the  current  fiscal  year,  we  have  be^n  or  continu^  pro¬ 
grams  on  behalf  of  ^ups  working  to  achieve  democratic  gains  in; 

Vietnam,  where  we  are  supporting  several  initiatives  designed  to  promote  the 
country’s  evolution  toward  an  open  and  democratic  society; 

The  Middle  East,  where  NEE)  has  encouraged  the  creation  of  non-govemmental 
organizations  and  supported  activities  designed  to  promote  democratic  values 
throughout  the  region,  including  the  West  Bank  and  Gaza,  where  both  party  insti¬ 
tutes  nave  begun  programs  on  behalf  of  groups  working  to  achieve  democratic  gains; 

Cuba,  where  our  trade  union  institute  assists  Cuban  democratic  unionists  in 
building  international  contacts,  publicizing  and  filing  worker  rights  complaints,  and 
obtaining  the  release  of  political  prisoners; 

Kenya,  where  our  business  institute,  in  co^unction  with  an  indigenous  associa¬ 
tion,  is  initiating  a  dialogue  between  the  public  and  private  sectors  to  expand  entre¬ 
preneurial  opportunity;  and 

Former  Yugoslavia,  where  we  are  participating  in  the  rebuilding  of  civil  society 
in  that  besieged  re^on  through  a  variety  of  grassroots  initiatives,  including  support 
for  Sarajevo’s  only  independent  radio  station  and  the  daily  newspaper  Oslobodjenje, 
which  was  literally  kept  alive  last  winter  as  a  result  of  NED  assistance. 

Mr.  Chairman,  it  is  difficult  to  convey  a  sense  of  the  richness  of  the  Endowment’s 
global  proCTam  by  a  mere  description  of  selected  gp-ants,  since  each  of  the  over  250 
awarded  during  a  typical  year  makes  its  own  unique  contribution  to  the  develop¬ 
ment  of  democracy.  Still,  certain  programs  offer  particularly  dramatic  and  creative 
illustrations  of  efforts  to  overcome  the  kinds  of  obstacles  faced  by  democrats  today 
throughout  the  world. 


IRAQ 

One  example  is  the  work  of  the  Free  Iraq  Foundation,  which  has  used  Endow¬ 
ment  support  during  its  two  years  of  operation  to  spearhead  a  move  by  Iraqi  demo¬ 
crats  to  broaden  the  espousal  of  a  democratic  future  for  a  country  victimized  by  one 
of  the  world’s  most  brutal  dictatorships.  Through  meetings,  seminars,  and  presen¬ 
tations,  the  Foundation  has  helped  to  strengthen  acceptance  by  Iraqis  of  democratic 
principles  and  practices,  while  serving  as  a  focal  point  and  clearinghouse  for  Iraqi 
democrats. 

During  the  current  year,  the  Foundation  will  bring  to  completion  its  project  for 
a  radio  series  on  democracy,  to  be  broadcast  inside  the  country,  as  well  as  continue 
publication  of  its  newsletter  “Iraqi  Issues,’’  now  being  distributed  routinely  in  Iraq 
via  the  region  under  Kurdish  administration.  The  Foundation  is  also  establishing 
a  regional  forum  for  citizen-based  monitoring  of  the  Kurdish  regional  administration 
and  producing  a  series  of  studies  on  a  possible  future  constitution  for  Iraq. 

One  of  the  Foundation's  principals,  the  distinguished  Iraqi  author  Kanan  Makiya, 
has  pointed  out  that  these  NED-funded  projects  have  created  “a  new  and  enriching 
climate  of  ideas  on  issues  of  democracy,  toleration  of  differences,  secularism  and  the 
imperative  for  a  central  focus  on  human  rights  in  the  building  of  a  new  order  in 
Iraq.” 


NIGERIA 

While  the  long-awaited  promise  of  return  to  civilian  rule  in  Nigeria  remains 
unfulfilled,  democratic  activists  continue  to  press  the  military  government  to  make 
good  on  its  promises.  Nonetheless,  with  each  round  of  protest,  increasing  numbers 
of  human  rights  and  pro-democracy  activists  are  being  arrested  for  expressing  dis¬ 
sent. 

With  support  from  NED,  the  Committee  for  the  Defense  of  Human  Rights  (CDHR) 
has  proviaed  a  legsd  assistance  program  for  activists  arrested  in  connection  with 
human  rights  and  pro-democracy  action.  The  Committee,  which  investigates  and 
disseminates  information  on  human  rights  abuses,  also  serves  as  the  lead  organiza¬ 
tion  in  the  Campaign  for  Democracy,  a  coalition  of  40  labor,  human  rights,  student 
and  other  civic  organizations  which  have  organized  a  campaign  in  support  of  a  re¬ 
turn  to  civilian  rule. 

Another  key  component  of  the  coalition,  the  Civil  Liberties  Organization  (CLO), 
has  used  Endowment  support  to  help  it  branch  out  to  virtually  every  region  of  the 
country  and  establish  a  reputation  as  one  of  the  premier  human  rights  groups  in 
all  of  Afirica.  The  CLO’s  Executive  Director,  Abdul  Oroh,  has  likened  NED’s  work 
in  Nigeria  to  “oxygen,”  noting  that  “if  it  is  scrapped,  the  democratization  process  in 
Africa  would  be  seriously  endangered.” 
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BURMA 

One  of  the  most  repressive  regimes  in  the  world  today  is  the  military  dictatorship 
of  Burma,  dramatized  by  the  five^ear  detention  of  the  leader  of  the  movement  for 
democrac^f,  Nobel  Laureate  Aung  San  Suu  Kyi.  Since  1990  the  Endowment  has  pro¬ 
vided  assistance  to  that  movement,  enabling  it  to  circulate  accurate  information 
about  the  regime  and  to  promote  unity  across  the  numerous  ethnic  groups  it  rep¬ 
resents. 

During  the  past  year,  NED  has  funded  a  radio  pro^am  taped  in  Bangkok  and 
the  border  areas  of  Burma  and  broadcast  from  Oslo,  Norway,  under  the  direction 
of  the  democracy  movement.  The  broadcasts  of  the  E^mocratic  Voice  of  Burma  are 
transmitted  over  shortwave  and  received  throughout  the  country.  Air  time  is  rented 
from  the  Norwegian  Broadcasting  Station,  ana  information  centers  for  the  station 
are  located  in  Bangkok  and  Manerplaw,  Burma.  During  the  coining  year,  the  pro¬ 
grams  will  be  extended  to  an  hour  per  day,  focusing  on  such  subje^  as  the  inter¬ 
national  effort  to  free  Aung  San  Suu  Kyi  and  other  political  prisoners,  the  efforts 
of  the  U.N.  to  bring  the  military  government  into  line  with  international  standards, 
and  information  ab^ut  the  Burma  democracy  movement  in  the  liberated  areas. 

Dr.  Sein  Win,  leader  of  Burma’s  govemment-in-exile,  has  observed  that  the  En¬ 
dowment’s  support  for  programs  sucn  as  the  radio  transmissions  “is  of  great  impor¬ 
tance  and  could  make  a  difference  between  total  victory  and  defeat  for  the  demo¬ 
cratic  forces.” 

FORMER  YUGOSLAVIA 

While  the  attention  of  the  world  focuses  on  the  inhumanity  and  destructiveness 
of  the  forces  of  extreme  nationalism  in  the  remon,  several  Endowment  grantees  are 
managing  to  bridge  ethnic  differences  in  highly  constructive  ways.  One  such  organi¬ 
zation,  the  Croatia-based  Erasmus  Guild,  has  8treng[thened  the  voices  of  peace  and 
dialo^e  in  Croatia  and  Bosnia-Herzegovina  by  providing  a  contact  point  for  Serbs, 
Muslims  and  Croats  who  oppose  military  conflict  as  a  means  of  solving  national  dis¬ 
putes. 

As  the  historic  accord  signed  recently  between  the  governments  of  Bosnia  and 
Croatia  moves  forward,  steps  toward  a  political  solution  must  also  be  sought  at  the 
passroots  level.  The  Erasmus  Guild  is  one  civic  organization  in  Croatia  which  has 
Seen  at  the  forefront  of  efforts  to  promote  inter-ethnic  understanding.  Last  Novem¬ 
ber  it  used  an  Endowment  grant  to  conduct  the  first  meeting  between  citizens  of 
Croatia  and  of  Serbia  since  the  war  began  in  1991.  The  participants  agreed  that  this 
roundtable  would  be  the  first  in  a  senes  of  inter-ethnic  dialogues,  and  the  Endow¬ 
ment  is  supporting  the  Guild’s  second  round  of  dialogues,  this  one  between  Muslims 
and  Croats.  We  are  now  exploring  with  the  Erasmus  Giiild  the  possibility  of  bring¬ 
ing  together  democratic  practitioners  fi:t>m  the  region — ^many  ot  them  NED  grant¬ 
ees — with  Western  donor  and  partner  groups  to  pr^uce  an  agenda  for  building  civil 
society  in  the  remon. 

Iraq,  Nigeria,  Burma,  the  former  Yugoslavia:  in  each  case  the  Endowment  is  sup¬ 
porting  civic  initiatives  designed  to  lay  the  groundwork  for  the  establishment  of  du¬ 
rable  institutions  and  democratic  processes  which  are  the  only  basis  for  lasting 
peace. 

A  Center  of  Democratic  Ideas 

In  addition  to  taking  advantage  of  NED’s  multi-sectoral  structure  and  working  at 
the  “cutting  edge”  of  democracy,  the  third  element  of  the  1992  strategic  plan  calls 
for  an  enhanced  role  for  the  Endowment  as  a  vital  center  of  democratic  ideas.  I 
should  point  out  that  in  September  1992  the  GAO  advised  that  the  activities  de¬ 
signed  to  meet  this  objective  are  consistent  with  our  authorizing  legislation. 

Mr.  Chairman,  the  experience  of  the  past  few  years  has  shown  that  the  task  of 
consolidating  new  democracies  has  proven  more  complex  than  simply  the  toppling 
of  dictatorships.  As  a  consequence  of  the  wave  of  democratization  during  the  past 
decade,  there  is  now  a  vastly  expanded  range  of  experience  from  every  region  of  the 
globe  that  can  provide  valuable  lessons  about  successful  strategies  for  biding  de¬ 
mocracy.  Yet  many  critical  questions  remain  p<»rly  understood,  and  much  remains 
to  be  learned  about  the  social,  cultural,  economic,  political,  and  institutional  factors 
that  facilitate  or  obstruct  democratic  development. 

In  January  1994,  the  Endowment’s  Board  gave  final  approval  to  the  establish¬ 
ment  of  the  NED  International  Forum  for  Democratic  Stumes.  Although  the  Board 
has  taken  the  view  from  the  outset  that  its  limited  grant  funds  should  be  used  to 
assist  programs  and  institutions  abroad,  it  has  always  recognized  the  importance  of 
knowledge  and  the  exchange  of  ideas  for  the  stren^hening  of  democracy,  ^e  grants 
program  has  benefitted  enormously  from  NED’s  biennial  conference  and  the  Journal 
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01  iJemocracy,  both  of  which  have  provided  opportunities  for  activists  and  other  stu¬ 
dents  of  democracy  to  reflect  seriously  about  its  key  issues. 

The  International  Forum  for  Democratic  Studies  will  draw  upon  an  unparalleled 
network  of  contacts  from  every  comer  of  the  globe  to  help  it  systematically  address 
key  issues  in  the  effort  to  promote  and  consolidate  democracy.  Through  two  major 
annual  conferences  at  whicn  papers  will  be  presented  and  subsequently  published 
and  a  series  of  other  smaller  meetings,  a  wide  variety  of  topics  will  be  explored, 
such  as  the  decline  of  political  parties,  the  relationship  between  democracy  and 
human  rights,  the  management  and  reduction  of  ethnic  conflict,  the  nature  and 
prospects  of  Asian  democracy,  civil-military  relations,  the  causes  and  consequences 
of  political  corruption,  and  the  compatibility  of  Islam  with  democracy. 

In  addition,  the  Forum  will  house  a  collection  of  the  most  important  publications 
dealing  with  democracy,  as  well  as  a  variety  of  resource  materials  produced  bv  En¬ 
dowment  grantees  that  can  be  used  by  others  engaged  in  similar  efforts.  The  library 
will  seek  to  computerize  information  on  NED  programs,  and  to  build  a  database  on 
democracy  promotion  in  cooperation  with  the  other  major  organizations  in  the  field. 

Needless  to  say,  we  are  excited  about  the  benefits  this  initiative  will  bring  to  the 
Endowment’s  work  and  intend  to  keep  the  Con^ss  fully  informed  as  it  develops. 
The  Forum  will  be  formally  launched  next  month  with  a  conference  on  the  relation¬ 
ship  between  economic  reform  and  democracy,  which  will  include  presentations  by 
the  former  Polish  finance  minister,  the  former  Venezuelan  minister  of  trade,  and 
the  former  head  of  the  Economic  Commission  for  Africa.  I  am  happy  to  report  that 
we  have  already  succeeded  in  raising  private  funds  to  cover  part  of  the  cost  of  this 
conference. 

As  you  know,  Mr.  Chairman,  it  has  been  the  Endowment’s  policy  to  use  public 
funds  for  grants  to  CToups  working  for  democracy  and  to  raise  private  funds  for  ac¬ 
tivities  such  as  the  Journal  and  the  biennial  conference.  In  order  to  prevent  expend¬ 
itures  for  the  Forum  from  eating  into  NED’s  grants  program,  the  Board  has  made 
it  clear  that  it  expects  at  least  some  portion  of  the  cost  to  be  covered,  even  during 
this  initial  period,  by  privately  raised  funds.  It  is  hoped  that  in  the  long  run,  the 
budget  can  be  supported  to  the  maximum  extent  possible  in  this  manner. 

RAISING  PRIVATE  FUNDS 

This  leads  me  to  the  larger  subject  of  raising  counterpart  support  for  our  prt^am 
from  non-U.S.  Government  sources.  Durii^  Senate  consideration  of  the  State/USIA 
authorization,  it  was  pn:posed  that  the  Endowment  and  its  core  grantees  be  re¬ 
quired  to  raise  a  set  percentage  of  contributions  each  year  or  face  a  corresponding 
reduction  in  the  annual  authorization. 

As  our  Senate  supporters  pointed  out,  a  mandated  requirement  to  raise  money 
would  have  a  number  of  detrimental  effects,  among  them  the  necessity  of  creating 
at  substantial  expense  a  large  bureaucracy  to  hanme  complicated  issues  related  to 
administration,  computation  and  verification;  the  enormous  expenditure  of  time  and 
o^er  resources  fundraising  activity  would  divert  from  our  central  mission;  and  the 
lengthening  of  our  programmatic  response  time  to  urgent  situations  in  the  field 
whUe  grantees  seek  to  meet  fundraising  requirements. 

Since  the  earliest  da  vs  of  the  Endowment,  we  have  worked  with  grantees  on  an 
informal  basis  to  help  leverage  our  grants  with  additional  funds.  The  Board  policy 
to  limit  overhead  expenses  that  can  be  claimed  by  U.S.  groups  which  administer  dis¬ 
cretionary  grants  virtually  guarantees  that  they  must  contribute  their  own  re¬ 
sources  to  ttiese  projects.  Furthermore,  NED’s  core  grantees  all  supplement  their 
NED  CTants  primarily  with  in-kind  contributions  in  the  form  of  unpaici  professionals 
who  offer  their  time  and  expertise  without  charge.  Finally,  other  foundations  would 
be  unwilling  to  make  contributions  to  the  Endowment  for  grants  over  which  our 
Board  has  the  final  say,  since  these  foundations  would  want  to  fund  these  programs 
directly.  (Foundation  funding  is  perhaps  more  likely  for  the  activities  of  the  Inter¬ 
national  Forum  for  Democratic  Studies.) 

We  are  working  with  our  core  grantees  to  assemble  a  report  by  June  that  offers 
our  best  estimate  of  non-public  resources  contributed  last  year  to  the  Endowment’s 
overall  efforts.  We  would  oe  happy  to  share  the  report  with  this  subcommittee. 

Mr.  Chairman,  we  believe  it  appropriate  for  the  Endowment  to  seek  to  supple¬ 
ment  its  congressional  appropriation  by  leveraging  scarce  public  dollars  (though,  for 
the  reasons  stated  above,  we  have  serious  doubts  about  Doth  the  desirability  and 
feasibility  of  mandated  requirements).  This  should  not,  however,  obscure  the  fact 
that  as  an  organization  that  serves  a  public  purpose,  the  EndovTuent  is  a  worthy 
recipient  of  pimlic  funds.  We  realize  that  all  such  recipients  must  tighten  their  belto 
dunng  this  period  of  retrenchment,  and  you  can  be  certain  that  the  Endowment  is 
committed  to  remaining  cost-effective.  We  welcome  your  input  toward  this  end. 
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INTERNAL  MANAGEMENT 

The  Endowment’s  commitment  to  cost-effectiveness  is  best  reflected  in  our  con¬ 
tinuing  efforts  to  implement  the  managerial  changes  recommended  three  years  ago 
by  the  General  Accounting  Office.  Mr.  Chairman,  last  year  I  outlined  the  various 
reforms  we  have  incorporated  into  our  planning,  evaluation,  and  financial  proce¬ 
dures.  1  can  only  add  tiiat  we  have  refined  these  procedures  and  continue  to  seek 
means  of  maximizing  staff  and  board  review  of  each  grant  at  each  stage  of  the  proc¬ 
ess:  before  it  is  awarded,  during  the  period  of  implementation,  and  following  its 
completion.  The  annual  priorities  document,  which  is  guided  by  the  strategic  plan, 
is  used  extensively  in  planning  and  monitoring  annual  allocations  on  a  country  and 
regional  basis. 

llie  evaluation  process  is  built  into  the  design  of  each  program,  with  evaluation 
criteria  requiring  approval  by  the  Board  along  with  the  grant  itself.  In  addition, 
NED  continues  to  commission  evaluations  carried  out  by  independent  experts  for 
countries  7.'here  there  are  multiple  Endowment-funded  projects.  For  example,  in  fis¬ 
cal  year  1093  Independent  evaluations  were  conducted  in  Romania,  South  AMca, 
and  Mexico,  copies  of  which  have  been  shared  with  the  subcommittee.  These  evalua¬ 
tions  have  been  higWy  useful  in  helping  the  staff  and  Board  make  ^fficult  pro¬ 
grammatic  choices  with  limited  funds,  thus  enabling  NED  to  carry  out  its  priorities 
efficiently  and  effectively. 

Last  year  we  reported  that  the  Endowment  had  stepped  up  its  financial  control 
capabilities  through  hiring  additional  administrative  staff  in  the  areas  of  auditing, 
accounting,  and  grants  management,  and  developed  a  detailed  strategy  for  conduct¬ 
ing  audits  in  accordance  with  OMB  Circular  A--133.  As  we  noted,  requiring  full  com¬ 
pliance  audits  for  both  grantees  and  subrecipients  for  each  grant  over  $25,000,  as 
called  for  in  A-133,  has  increased  substantially  the  amount  of  staff  effort  needed 
to  identify  audit  firms,  obtain  bids,  engage  auditors,  review  their  reports,  and  re¬ 
solve  audits. 

I  am  pleased  to  report  that  last  month  OMB  informed  USIA’s  Inspector  General 
that  it  had  approved  the  Endowment’s  proposed  alternative  strategy  for  complying 
with  A-133  in  a  more  cost-effective  manner.  In  explaining  the  ruling,  OMB’s  Chief 
of  Financial  Standards  and  Reporting  agi^d  with  NED  that  because  a  large  num¬ 
ber  of  subrecipients  are  located  in  developing  countries  that  do  not  have  professional 
audit  organizations  and  a  financial  management  infrastructure  common  to  devel¬ 
oped  countries,  it  was  necessary  to  import,  at  great  expense,  auditors  who  found  it 
difficult  to  apply  the  required  audit  procedures. 

The  risk-based  strategy  offered  as  an  alternative  will  save  substantial  amounts 
of  taxpayer  money  without  in  any  way  compromising  NED’s  ongoing  responsibility 
to  determine  that  all  grantees  and  sub^antees  comply  with  laws  and  regulations 
applicable  to  the  funds  they  receive.  This  development  is  fully  consistent  with  the 
movement  to  “reinvent  government,”  and  we  salute  all  those  in  both  OMB  and  USIA 
who  helped  us  achieve  this  highly  desirable  outcome. 

THE  BENEFITS  OF  DEMOCRACY 

Mr.  Chairman,  the  post-Cold  War  world  is  full  of  peril:  ethnic  and  regional  con¬ 
flicts,  nuclear  proliferation,  massive  outflows  of  refugees,  and  the  rise  of  religious 
fundamentalism  are  but  a  few  of  the  problems  that  create  difficult  choices  for  for¬ 
eign  policy  decisionmakers.  For  example,  do  we  insist  on  human  rights  protection 
even  if  it  jeopardizes  American  jobs?  Do  we  impose  sanctions  that  may  hurt  those 
already  siiifering  under  despotic  regimes?  Do  we  involve  American  solcfiers  in  risky 
peacekeeping  ventures? 

Although  each  of  the  problems  that  besets  the  post-Cold  War  world  has  its  own 
particular  set  of  causes,  the  absence  of  democracy  is  a  common  element  in  most  if 
not  all  of  them.  And  although  the  agonizing  foreign  policy  questions  we  face  split 
us  along  various  ideological  and  partisan  fault  lines,  supporting  the  development 
and  nourishment  of  democratic  institutions,  inasmuch  as  it  offers  the  best  hope  of 
providing  long-term  solutions  to  the  world’s  most  intractaole  problems,  represents 
a  strategy  for  the  U.S.  on  which  there  can  be  broad  agreement. 

The  Endowment’s  success  can  be  traced  in  large  measure  to  the  fact  that  it  re¬ 
flects  the  broad  bipartisan  commitment  to  the  success  of  those  fighting  to  achieve 
freedom  and  democracy.  That  commitment  is  sustained  by  tiie  financi^  and  other 
support  provided  annually  by  this  subcommittee,  and  we  sincerely  hope  that  we  can 
continue  to  merit  it. 
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TV  MARTI  FUNDING 

Senator  Rollings.  Very  good.  As  you  know,  we  have  had  some 
ongoing  intermurals  relative  to  Radio  Marti  and  TV  Marti,  and 
there  has  been  a  vanguard  of  opposition  in  the  minority  because  we 
have  had  to  put  this  to  a  vote  in  both  Houses  from  time  to  time. 

I  will  never  forget  when  Lech  Walesa  came  back  from  Radio  Free 
Europe  and  Liberty,  the  Voice  of  America,  and  other  programs.  He 
says,  'What  is  the  world,  without  a  Sun?”  He  wanted  to  see  the 
people  running  your  program.  And  the  same  with  Vaclav  Havel 
and  the  others.  While  broadcasting  has  had  limited  success  down 
in  Cuba,  it  has  had  success.  And  it  is  being  strongly  opposed  by 
Fidel  Castro. 

And  so,  we  have  had  the  advisory  panel  appointed  by  you  that 
came  in  with  a  very  salutary  report.  It  strongly  supported  both 
Cuban  broadcasting  programs.  And  the  suggestion  for  improvement 
on  TV  Marti,  that  we  should  go  to  UHF.  Now,  with  that  report, 
when  are  you  going  to  release  the  $2.5  million,  so  we  can  proceed 
to  do  just  that? 

Dr.  Dupfey.  Well,  I  understand  the  Congress  will  receive  my  rec¬ 
ommendations  and  make  the  decision  about  the  release  of  the  $2.5 
million.  Those  are  due  to  Members  of  Congress  before  the  first  of 
July. 

Senator  Rollings.  What  is  the  holdup  now? 

Dr.  Duffey.  Well,  I  have  read  it  through  twice,  it  is  two  very 
large  volumes,  and  I  want  to  be  sure  when  I  come  back  to  the  Con¬ 
gress  that  I  have  clearly  addressed  the  technical  questions.  I  am 
satisfied  that  the  committee  did  a  very  good  job.  They  tried  to  bring 
these  three  recommendations  together. 

I  want  to  make  the  strongest  set  of  recommendations  I  can  make. 
So  I  am  trying  to  look  at  the  technical  studies,  and  learn  more 
about  this.  There  is  some  debate  about  how  we  should  do  this,  in 
terms  of  being  able  to  minimize  jamming.  We  will  never  completely 
overcome  jamming. 

There  are  a  lot  of  advantages  to  the  proposals  made.  We  can 
broadcast  during  the  day;  we  can  broadcast  on  more  than  one  chan¬ 
nel.  So  I  find  the  proposal  very  attractive. 

Senator  Hollings.  Well,  that  is  what — same  here.  And  I  would 
think  any  delay  just  weakens  the  report.  In  other  words,  we  are 
considering  with  you  here  on  this  particular  budget  right  now,  and 
moving  on  the  House  side;  and  if  you  are  talking  about  July,  I  hope 
we  are  on  to  something  else  by  July. 

Mr.  Silverman.  Mr.  Chairman,  the  language  in  the  1994  appro¬ 
priations  act  says  the  $2.5  million  shall  be  withheld  from  obligation 
until  after  July  1,  1994;  and  after  that  date  its  release  is  dependent 
on  the  Director’s  report.  That  was  the  language. 

Senator  Rollings.  I  wonder  why  they  did  that;  I  did  not  catch 
that  particular  proposal.  Well,  you  can  ignore  that  stupidity. 
[Laughter.] 

I  mean,  just  move  on.  There  is  no  reason  for  that.  That  is  typical 
Washington  bureaucracy.  Here  we  have  got  both  Houses,  both  com¬ 
mittees,  and  we  are  moving  forward  in  everything  else. 

Dr.  Duffey.  Well,  we  will  have  a  good  strong  report. 
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Senator  Hollings.  Well,  if  there  is  some  kind  of  delay,  or  if  it 
was  a  confusing  report,  I  would  say  maybe  we  should  have  some 
kind  of  further  findings  by  July  or  whatever  it  is;  but  I  do  not  know 
what  is  supposed  to  happen  between  now  and  July. 

Dr.  Duffey.  The  report  has  a  number  of  very  useful  rec¬ 
ommendations  with  respect  to  all  three  of  the  areas  I  have  men¬ 
tioned:  policy,  technical  aspects,  and  expenses.  And  the  report 
has — as  Confess  intended,  put  the  responsibility  back  on  me,  to 
make  a  set  of  recommendations. 

I  have  got  a  good  start  with  the  report;  and  quite  frankly,  I  may 
be  able  to  get  it  before  June.  I  was  asked  in  the  House  if  we  could 
have  it  before  the  markup,  and  it  appears  as  though  we  are  moving 
toward  markup  in  early  June.  My  report  will  be  here  before  that 
time,  Mr.  Chairman. 

REORGANIZING  FULBRIGHT  SCHOLARSHIPS 

Senator  Rollings.  Well,  we  appreciate  it,  because  we  can  move 
forward  on  it.  Now,  I  understand  you  are  requesting — well,  that  is 
another  thing  I  wanted  to  ask  about  here:  The  Fulbright  scholar¬ 
ship  program. 

I  understand  you  are  reorganizing  or  considering  changing  the 
Fulbright  scholarships? 

Dr.  Duffey.  No;  for  several  years  there  have  been  questions 
raised  about  the  Fulbright  program,  with  the  intention  to  try  to 
sharpen  the  focus  of  that  program.  Next  year  will  be  the  50th  anni¬ 
versary  of  that  program.  The  administration,  during  the  transition, 
recommended  a  study  of  the  Fulbright  program.  We  are  now  begin¬ 
ning  that  process. 

I  have  asked  for  an  analysis  from  our  staff  and  I  am  consulting 
some  peo^'le  from  the  outside.  That  is  the  kind  of  a  discussion 
paper  that  we  are  starting  with. 

I  was  in  England  last  week,  to  talk  it  over  with  the  Fulbright 
Commission  there.  I  will  be  meeting  with  several  other  groups,  and 
I  have  talked  with  a  number  of  individuals.  It  is  the  first  step  in 
trying  to  listen  to  points  of  view  with  respect  to  that  program. 

It  has  grown  very  substantially,  but  it  has  also  come  to  include 
a  whole  range  of  programs.  And  I  think  that  is  good.  There  are 
some  questions  we  confront,  in  terms  of  the  balance  and  the  direc¬ 
tion,  and  how  we  administer  the  program  most  economically  in  the 
future. 

And,  as  you  know,  that  program  involves  other  countries;  and  so 
I  do  not  think  we  can  ever  impose  a  strict  template  upon  that  pro¬ 
gram  that  does  not  respect  the  major  involvement  of  our  binational 
commissions,  in  many  countries  of  the  world. 

PROGRAM  enhancement  IN  LEBANON 

Senator  Rollings.  I  was  reading  in  the  morning  paper,  Mike 
Kinsley  wants  to  get  a  volunteer  assault  force  for  the  United  States 
defense  forces,  thinking,  of  course,  of  Bosnia.  I  think  you  are  going 
to  preempt  him. 

You  are  going  to  start  a  volunteer  USIA  force  in  Lebanon.  You 
are  asking’  for  $900,000  to  open  up  an  office  in  Lebanon.  I  would 
give  you  $900,000  to  get  out  of  it. 
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Dr.  Duffey.  Well,  we  have  looked  very  carefully  at  this  situation; 
and  the  decision  is  not  final,  Mr.  Chairman.  But  I  think  whatever 
happens  in  the  Middle  East,  as  we  see  this  process  evolve,  Lebanon 
is  going  to  be  a  very  important  place. 

An  investment  is  beginning  to  be  made  in  Lebanon.  The  journal¬ 
ists,  the  leaders  who  have  been  trained  in  that  country,  are  going 
to  be  a  very  important  part  of  the  future.  What  we  would  like  to 
do  is  to  be  prepared  for  extensive  consultation. 

If  this  process  continues  to  move,  in  the  direction  it  is  now,  by 
the  end  of  the  year  we  think  that  it  will  strengthen  our  presence 
there.  But  if  the  trend  does  not  continue - 

Senator  Rollings.  You  have  got  to  presume  that,  with  that 
trend,  that  the  terrorist  activity  has  ceased.  That  might  not  happen 
before  the  end  of  the  year.  If  you  put  somebody  over  into  USIA  and 
it  becomes  effective,  that  is  the  first  target;  and  then  USIA  will  be 
a  part  of  the  future  involvement,  with  hostages. 

Dr.  Duffey.  Our  investment  there  would  be  $121,000  for  next 
year,  to  add  a  public  affairs  officer  and  two  foreign  national  em¬ 
ployees  if  the  conditions  improve. 

I  understand  the  point  you  are  making  but,  you  know,  we  have 
seen,  through  modest  efforts,  the  situation  began  to  change.  And  if 
the  signs  there  are  at  least  moving  in  the  right  direction,  we  want 
to  be  ready  to  proceed.  And  it  is  a  fairly  modest  investment. 

Of  course,  security  would  be  of  major,  major  importance  there  to 
us,  as  we  think  about  our  plans. 

RADIO  FREE  ASIA 

Senator  Rollings.  I  see  in  your  budget.  Dr.  Duffey,  $10  million 
for  Radio  Free  Asia.  And  are  we  likely  to  see  new  transmitters  in 
Tinian  in  the  Northern  Marianas?  Or  whc  ia  are  you  going  to  locate 
the  facilities,  and  how  many  countries  would  Radio  Free  Asia  be 
broadcasting  to? 

Dr.  Duffey.  Radio  Free  Asia's  broadcasts  would  be  designed  pri¬ 
marily — and  I  will  ask  Mr.  Bruns  to  supplement  this — ^for  broad¬ 
casting  in  North  Korea  and  Burma  and  China,  and  several  other 
countries  where  we  feel  local  news  is  restricted. 

But  our  first  step  is  taking  place  this  year,  after  the  reauthoriza¬ 
tion  bill  is  signed:  We  will  start  a  study  of  the  technical  problems 
and  opportunities,  where  these  transmitters  can  be  most  effective, 
what  the  opportunities  may  be  with  present  transmitters  that  VOA 
uses;  and  bring  back  an  analysis  of  exactly  what  this  service  would 
look  like. 

Joe,  do  you  want  to  comment  on  it? 

Mr.  Bruns.  Yes;  Mr.  Chairman,  Radio  Free  Asia  will  broadcast 
to  six  countries:  Burma,  Cambodia,  Vietnam,  Korea,  Laos,  and 
China  in  nine  languages. 

We  have  not  yet  made  any  formal  approach  to  any  country  where 
we  currently  have  VOA  transmitters,  about  their  acceptance  of 
broadcasting  Radio  Free  Asia  from  those  sites.  We  would  do  that 
after  the  legislation  is  passed,  and  as  a  part  of  the  study  process 
that  is  envisioned  as  a  part  of  the  le^slation. 

We  would  also  look  at  the  possibility  of  leasing  facilities  for 
Radio  Free  Asia  in  central  Asia  and  elsewhere. 
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Mr.  Silverman.  If  I  may,  Mr.  Chainnan,  the  facility  in  Tinian, 
for  which  there  is  a  $16  million  request,  is  envisioned  as  a  backup 
to  the  plant  that  we  now  have  in  the  Philippines.  It  was  planned 
well  before  Radio  Free  Asia  was  a  fact. 

Senator  Rollings.  Can  we  not  get  closer  in?  What  site  would  be 
beaming  into  North  Korea? 

Mr.  Bruns.  We  broadcast  now  to  North  Korea  from  the  Phil¬ 
ippines,  and  from  some  transmitters  that  we  lease  in  Russia. 
Tinian  would  improve  our  transmissions  to  Korea. 

Senator  Rollings.  Do  you  have  any  assessment  of  the  effective¬ 
ness  of  North  Korea? 

Mr.  Bruns.  No;  there  is  really  no  good  way  to  get  in  on  the 
ground  and  try  to  get  an  assessment  of  the  quality.  But  we  believe, 
particularly  from  the  transmitters  that  we  lease  in  Russia,  that  we 
get  a  good  signal  to  North  Korea. 

Senator  Rollings.  But  you  do  not  know  whether  they  receive  it? 

Mr.  Bruns.  That  is  a  hard  question  to  answer.  We  think  they  do. 
We  think  that,  because  we  have  medium  wave  and  shortwave  sig¬ 
nals  going  in.  It  is  a  very,  very  closed  and  restricted  society,  but 
we  think  the  people  do  have  radios  and  do  listen  to  us. 

Senator  Rollings.  Is  there  any  indication  that  we  can  use  Rus¬ 
sian  transmitters? 

Mr.  Bruns.  Again,  we  have  made  no  formal  approach.  This  is  for 
Radio  Free  Asia,  Mr.  Chairman? 

Senator  Rollings.  Yes. 

Mr.  Bruns.  We  have  made  no  formal  approach  to  them  yet.  That 
would  be  part  of  the  plan,  which  will  start  after  the  legislation  is 
passed. 

Senator  Rollings.  Well,  we  will  be  in  conference  on  this,  and 
they  pick,  pick,  pick  at  every  dollar;  and  that  is  what  we  would 
have  to  do,  because  we  are  cutting  back  and  cutting  back. 

To  give  you  a  feel  for  it,  this  administration  has  got  every  kind 
of  reform  now  taking  over.  And  we  have  got  health  reform,  which 
is  going  to  cost  billions;  and  everybody  agrees  now,  it  is  going  to 
cost,  rather  than  save,  money.  We  have  got  welfare  reform,  and  it 
is  going  to  cost  billions. 

We  have  got  foreign  policy  reform,  whether  it  is  money  for  South 
Africa,  which  I  would  support,  after  this  election  here — ^that  is 
what  we  need,  to  help  Russia  and  those  countries  in  the  former  So¬ 
viet  Union.  And  we  have  got  U.N.  peacekeeping  coming  out  of  our 
ears. 

We  have  got  maritime  reform  that  will  cost  billions.  And  you  can 
go  right  on  down:  Environmental  reform;  crime  reform,  that  is  be¬ 
tween  $22  billion  and  $28  billion;  and  all  of  these  billions.  You  look 
in  the  back  of  the  President’s  budget  book,  and  there  are  34  dif¬ 
ferent  fees;  the  most  recent  one,  of  course,  is,  some  Governor  said, 
*We  are  going  to  sue  you  on  immigration.”  So  they  are  scaring  up 
$350  million-^y  what?  By  getting  fees  from  the  Securities  and  Ex¬ 
change  Commission  and  the  FCC. 

Now,  that  is  the  information  superhighway  that  they  are  turning 
into  an  information  tollroad.  [Laughter.] 
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INSTITUTE  FOR  REPRESENTATIVE  GOVERNMENT  AND  PEPPER 
SCHOLARSHIP  PROGRAM  CUTS 

I  want  to  defend  your  budget,  Dr.  Duffey.  We  are  lucky  to  have 
you  at  USIA.  But  then,  when  we  come  to  money,  we  will  get  into 
some  horrendous  arguments. 

You  propose  to  terminate  the  Institute  for  Representative  Gov¬ 
ernment  and  the  Claude  and  Mildred  Pepper  Scholarship  Program? 
Why? 

Dr.  Duffey.  Let  me  ask  Barry  Fulton  to  comment  on  these  par¬ 
ticular  recommendations. 

Mr,  Fulton.  There  are  a  number  of  earmarked  programs  that  do 
not  compete  with  other  institutions  in  the  United  States  for  funds. 
We  would  like  them  to  compete  each  year,  as  others  do,  when  their 
merit  qualifies  them  for  an  award. 

They  both  have  been  good  programs,  and  we  think  they  will  be 
competitive;  but  we  think  they  should  compete. 

Senator  Rollings.  And  which  ones  are  competitive,  as  you  see 
it  now? 

Mr.  Fulton.  Well,  last  year  we  gave  about  500  grants  to  other 
institutions  in  the  United  States,  nonprofit  organizations  and  uni¬ 
versities;  and  the  several  that  are  earmarked  should  be  among 
those  that  compete  with  the  others. 

Senator  Rollings.  What  kind  of  competition  do  you  have,  for  the 
several  universities,  the  $500,000  you  are  giving  out  now?  What  is 
the  competition?  You  want  these  to  come  in  and  compete.  I  am  try¬ 
ing  to  get  in  my  mind  the  competition  that  is  ongoing. 

Mr.  Fulton.  Well,  the  best  example  of  the  competition  we  have 
now,  probably  is:  TTie  Office  of  Citizen  Exchanges,  which  an¬ 
nounces,  every  couple  of  weeks  in  the  Federal  Register,  competition 
for  programs  that  might  be  in  some  cases  very  narrow.  It  might, 
as  an  example,  be  a  competition  for  outside  institutions  to  propose 
to  us  a  means  to  educate  and  train  judges  in  Nigeria. 

Or  it  might  be  very  broad.  We  might  say,  as  we  do  on  some  occa¬ 
sions,  **We  are  trying  to  expand  our  exchanges  in  sub-Saharan  Afri¬ 
ca,  and  we  would  like  your  proposals  of  how  we  could  do  this  ex¬ 
pansion,  within  a  certain  budget.” 

When  we  announce  these  competitions,  sometimes  we  have  two 
or  three  organizations  come  in.  One  time,  we  had  135  organizations 
come  in.  And  these  come  from  a  range  of  universities  across  the 
United  States  and  nonprofit  institutions. 

Senator  Rollings.  You  have  peer  review? 

Mr.  Fulton.  We  have  peer  review.  After  the  peer  review,  it  goes 
to  the  Associate  Director  for  Educational  and  Cultural  Affairs;  and 
then  it  comes  up  to  the  congressional  committees,  and  sits  here  for 
2  weeks  before  we  award  the  grant. 

Senator  Rollings.  I  think  it  was  Bill  Gray,  the  former  Congress¬ 
man,  who  wrote  an  article  just  the  day  before  yesterday,  about  all 
those  folks  who  have  got  the  peers,  and  we  get  the  review;  down 
there  in  our  area  or,  in  his  black  colleges,  they  get  less  than  1  per¬ 
cent  of  university  funding,  because  they  don’t  have  any  peers. 

And  the  typic^,  habitu^  ones  that  get  it,  buy  yachts  with  it,  and 
flowers,  and  give  cocktail  parties;  and  sit  with  great  dignity,  be- 
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cause  they  are  peer-reviewed.  I  do  not  know  any  better  peer  than 
Claude  Pepper.  He  was  a  leader. 

And  this  endeavor  was  here — ^that  has  been  put  down — because 
we  peers  who  are  elected  by  the  public,  and  appointed  b^  no  one, 
have  reviewed.  That  is  how  it  gets  in.  It  is  very  competitive  over 
here;  far  more  competitive  than  advertising  in  the  Federal  Reg¬ 
ister.  Way  more  competitive. 

NORTH/SOUTH  CENTER 

Let  US  see.  The  North/South  Center.  Is  that  another  one  of  those 
peer  review  programs?  You  have  reduced  that  North/South  Center, 
and  they  come  up  from  the  university  there;  and  the  former  Am¬ 
bassador  down  there  in  Panama — let  us  see — he  will  be  in  town, 
with  all  those  folks. 

Tell  us  about  the  North/South  Center. 

Dr.  Duffey.  This  comes  back  to  the  question  you  dealt  with  ear¬ 
lier,  Mr.  Chairman;  about  what  is  happening  to  resources  and 
budgets,  and  the  difficult  decisions  that  have  to  be  made.  That  is 
a  very  important  center.  It  is  new;  it  is  just  getting  started.  It  will 
certainly  be  a  strong  contender  for  specim  projects  and  grants,  from 
a  whole  range  of  Government  agencies. 

In  trying  to  make  a  difficult  set  of  decisions  at  this  point,  this 
one  was  not  recommended  for  the  line  item  that  it  has  received  in 
recent  years.  It  is  not  a  reflection  of  judgment  about  the  center.  I 
wish  we  could  fund  half  a  dozen  mggor  centers  of  this  kind;  this  is 
one  of  the  leaders. 

Senator  Rollings.  Do  you  find  it  inferior  to  the  East-West? 

Dr.  Duffey.  No;  not  at  all.  It  is  not  as  established;  it  has  not  had 
the  opportunity.  It  is  a  fledgling,  but  it  is  a  very  important  center. 

I  think  we  may  need  to  find  new  ways  to  approacn  this  funding. 
Perhaps  with  matching  funds;  by  challenging  the  local  communities 
and  the  trustees.  In  all  of  these  programs,  where  there  are  areas 
where  there  might  be  resources  that  would  come  forth,  challenge 
the  members  of  business  and  industry  who  have  a  m^or  stake. 

But  we  simply  had  to  make  some  decisions,  with  limited  re¬ 
sources,  about  where  our  budget  is  being  reduced  each  of  the  next 
few  years,  in  order  to  meet  the  deficit  reauction  targets. 

NED  PROGRAMS  IN  MEXICO 

Senator  Rollings.  Very  good.  Now,  Mr.  Gershman,  on  the  activ¬ 
ity  in  Mexico  to  create  democracy,  I  wanted  to  do  that,  and  then 
get  to  Congressman  Mica  here  in  just  a  second. 

But  what  are  we  doing  for  democracy?  What  is  NED  doing  in 
Mexico?  I  do  not  know.  We  have  got  Senators  on  this  subcommittee 
that  are  interested  in  a  different  light. 

I  resisted  because,  having  the  problem  of  budget  hearing  we  just 
did  not  think  that  putting  up  $30  million  for  the  Republican  Party 
and  the  Democratic  Party  and  the  AFL  and  the  chamber  of  com¬ 
merce,  and  let  them  all  go  down  in  the  cold  winter  months  to  the 
Virgin  Islands  and  think — ^we  did  not  see  much  there.  And  in  fact, 
our  audit  showed  that  there  was  tremendous  waste. 

I  changed  my  mind  when  we  got  into  Europe,  with  the  fall  of  the 
Berlin  ^^ll,  NeD  was  buying  those  printing  presses  out  in  Indiana 
to  send  to  Czechoslovakia  and  Hungary,  to  post  free  elections,  real- 
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ly  doing  some  things  that  I  thought  well-conceived  and  worked  ex¬ 
tremely  well. 

But  now,  what  are  you  doing  in  Mexico  with  the  Endowment  for 
the  Democracies? 

Mr.  Gershman.  Well,  Mr.  Chairman,  as  you  know,  the  election 
is  coming  up  on  August  21,  and  we  have  been  working  with  a 
broad  range  of  civic  organizations  in  Mexico,  trying  to  make  sure 
these  are  going  to  be  clean  elect'ons;  which  they  have  not  had  in 
Mexico. 

In  fact,  today  they  are  announcing  a  civic  alliance,  which  will 
consists  of  hundreds  of  organizations,  lead  organizations  or  groups 
like  the  Council  for  Democracy,  the  Citizens  Movement  for  Democ¬ 
racy,  and  other  organizations;  groups  we  have  been  helping  for  the 
past  2  years. 

And  in  March,  representatives  of  these  organizations  came  up 
here,  and  we  had  2  days  of  meetings  where  they  laid  out  their 
plans  for  monitoring  the  election;  which  will  include  voter  edu- 
jation.  They  are  going  to  do  poll  watcher  training.  They  are  trying 
to  have  a  comprehensive  system  of  monitoring  in  all  100  of  the 
largest  election  districts  in  Mexico;  and  then  selectively,  because 
there  are  some  1,700  other  districts. 

But  they  need  a  lot  of  help.  They  are  announcing  an  organization 
today,  ana  we  want  to  help  them.  We  are  also  able  to  provide  them 
with  computers.  They  have  computers  for  their  national  head¬ 
quarters;  but  for  the  regional  monitoring,  they  need  computers. 
And,  through  a  grantee  of  ours  that  actually  get  donations  of  used 
computers,  we  are  able  to  supply  them  with  donated  computers, 
which  they  can  use  to  strengthen  their  communications  network  for 
this  monitoring  process. 

And  I  think  this  is  really  unprecedented,  to  have  Mexican  and 
United  States  organizations  cooperating  for  democracy  in  this  way. 
They  would  have  not  approached  us  a  couple  of  years  ago;  it  would 
have  been  too  politically  sensitive.  The  fact  that  they  are  doing  so, 
I  think,  is  significant. 

Senator  Rollings.  Well,  the  main  thing  there  is  to  check  on  the 
credibility  and  reliability  of  those  organizations;  specifically,  that 
business  crowd.  Do  not  give  me  a  business  entity  down  there,  be¬ 
cause  they  are  in  cahoots,  and  we  know  it. 

And  there  are  various  examples:  Volkswagen.  They  had  300  and 
some  on  strike;  and  so  they  fired  14,000  and  rehired  13,700.  And 
the  troops  gave  a  bum*s  rush  to  the  300;  and  out  they  went. 

Similarly,  with  the  coathanger  outfit  out  of  California,  in  Santa 
Ana,  the  plastic  coathangers.  In  January  of  last  year,  they  went 
down  to — they  had  a  big  rain  in  Tijuana,  and  it  washed  down  all 
these  dirt  hovels  in  alleys  that  they  live  in.  It  is  pure  squalor. 

I  mean,  if  you  want  to  see  a  monument  to  the  concern  that 
American  business  has — it  is  a  dirty  shame,  because  here  the  plant 
is  nice  and  the  grass  is  green,  and  the  flag  is  flying.  Inside  the 
plant,  they  are  fine.  But  10  feet  away,  there  is  no  water  and  no 
plumbing  in  their  toilets,  and  no  electricity  to  speak  of;  and  every¬ 
thing  else  like  that.  And  they  live  in  filth. 

And  so,  when  that  rain  occurred,  they  even  had  to  close  down  at 
Coronado  and  San  Diego.  They  lost  a  day,  which  under  their  rules, 
would— they  were  docked  3  additional  days.  That  made  them  upset. 
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And  then  in  February,  one  of  the  workers  lost  his  eye.  'Fhey  did 
not  have  any  safety;  they  do  not  have  any  OSHA  down  there. 

And  then  in  May,  one  of  the  favorite  supervisors,  a  young  lady, 
was  expecting;  and  she  went  to  the  other  supervisor  and  said,  "I 
am  going  to  have  to  leave  this  afternoon;  I  am  sick.”  And  they  said, 
“No;  you  have  got  to  stay.”  And  she  miscarried. 

And  that  is  when  they  said,  “Now,  this  is  enough.  And  we  are 
going  up  to  Los  Angeles,  and  we  are  going  to  get  a  lawyer.”  And 
so,  thev  got  the  lawyer  to  get  and  organize  a  union.  And  you  know 
what  they  found  out? 

They  did  not  have  a  union  for  3  years;  they  had  never  seen,  but 
you  signed  the  papers  up  in  Los  Angeles,  and  you  supposedly  got 
the  union.  The  company  pays  the  so-called  representative  under 
the  contract  up  in  I^s  Angeles.  The  fellow  there  had  never  been 
in  the  plant.  And,  since  they  had  not  had  a  union  for  3  years,  some 
13  of  them  were  fired  because  they  were  tiying  to  organize  a  union. 

That  is  why  I  say,  “Look  out  for  these  business  people.”  Because 
they  want  to  continue,  business  is  business,  and  profits  are  profits; 
and  we  want  the  PRI.  You  are  not  going  to  get  any  objective  view¬ 
ing  of  the  election  from  those  people. 

They  tell  me  the  chamber  of  commerce  down  there  wants  to  do 
it.  I  am  running  in  the  other  direction.  It  has  just  been  what  the 
famous  writer,  Vargas,  called  a  perfect  dictatorship  down  there,  the 
PRI.  So  they  know  how  to  do  it.  I  mean,  they  are  very  clever  and 
what  have  you.  If  you  can  get  good  objective  observers — has  the 
Government  agreed  to  have  these  observers? 

Mr.  Gershman.  These  are  internal  organizations,  Mr.  Chairman, 

Senator  HOLLINGS.  You  say,  internal.  That  frightens  me.  There 
is  nothing  internal.  It  is  all  PRI. 

Mr.  Gershman.  I  think  you  have  had  a  fairly  closed  system  down 
there;  and  as  U.S.  organizations,  we  have  not  had  much  access  be¬ 
cause  of  the  political  sensitivity.  But  these  are  Mexican  groups — 
I  was  very  impressed  by  the  dedication  of  these  groups,  by  their 
sincerity,  by  their  professionalism,  and  by  their  independence. 

And  I  think  that  these  groups  are  really  challenmng  the  system; 
and  they  are  committed  now  to  doing  everything  tney  can  to  mon¬ 
itor  the  elections,  and  to  ensure  there  is  no  fraud;  and  if  there  is 
fraud,  they  are  going  to  be  able  to  identify  it. 

All  we  can  do  is  help  them;  help  them  with  their  needs;  help 
them  with  equipment;  help  them  with  training  people  who  will  be 
doing  this  monitoring. 

Senator  Hollings.  Well,  you  know,  in  monitoring  elections  pre¬ 
viously,  the  computer  broke  down. 

Mr.  Gershman.  Well,  they  can  do  a  quick  count  now  during  the 
election,  by  interviewing  people  as  they  leave.  So  this  has  been 
done  in  many  other  countries;  and  if  they  are  lying  about  it,  people 
will  know. 


RADIO  FREE  EUROPE/RADIO  LIBERTY 

Senator  Hollings.  Very  good,  sir.  Chairman  Mica,  there  have 
been  a  number  of  articles  about  the  high  level  of  benefits  from 
Radio  Free  Europe  and  Radio  Liberty.  For  example,  the  National 
Journal  claims  tnat  the  former  President  of  the  radios  was  paid 
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$300,000  a  year,  and  during  his  8  years  spent  $286,000  just  to 
decorate  his  residence. 

And  we  are  looking  for  money.  What  kind  of  extravagance  is 
that? 

Mr.  Mica.  Well,  first  let  me  say,  Mr.  Chairman,  that  some  of 
that  article,  we  think,  was  correct;  and  some  of  it  is  certainly  in 
dispute. 

Let  me  start  out  by  saying  this:  I  have  only  been  Chairman  for 
1  year.  We  are  a  part-time  citizen  committee,  and  we  have  RFE/ 
RL  management  here  who  can  answer  specific  questions. 

The  President’s  contract  was  brought  to  my  attention  imme¬ 
diately  upon  becoming  Chairman.  I  immediately  rewrote  the  con¬ 
tract  and,  I  think,  corrected  anything  in  the  contract  that  we 
thought  was  inappropriate  or  not  consistent  with  current  law. 

I  asked  the  question  you  have  just  asked  me:  What  about  pay¬ 
ment,  benefits,  and  so  on?  Some  of  the  articles  indicate  some  pay¬ 
ments  in  benefits  that  are  very  similar  to  anyone  else  in  a  foreign 
service  post.  However,  I  understand  the  Hay  study,  a  private  man¬ 
agement  group,  was  convened  maybe  8  years  ago  in  the  mid¬ 
eighties,  to  look  at  pay  and  various  perks  for  executives  of  the 
radio. 

At  that  time,  it  was  considered  appropriate,  and  the  Hay  study 
was  to  look  at  what  executives  are  paid  in  the  private  sector,  who 
represent  America  in  the  Glerman  market.  So  everything  was  being 
compared  to  other  private  executives  of  this  level. 

In  addition  to  that,  particularly  at  the  tirue  of  the  cold  war,  the 
president  of  the  radios  was  considered  much  like  an  emissary,  a 
diplomat,  to  not  just  one  nation  but  to  dozens  of  nations,  because 
the  radios  were  broadcasting  in  over  20  languages. 

And  the  bottom  line  is — I  have  recognized  this,  the  Board  has 
recognized  this — ^that  political  times  have  changed;  that  this  orga¬ 
nization  cannot  any  longer  be  compared  to  private  sector,  that  it 
must  be  compared  to  governmental  employees  at  equal  positions 
and  rank.  And  we  are  making  those  adjustments. 

And  we  have  set  forth  a  study  of  comparability  of  executive  com¬ 
pensation.  As  part  of  my  opening  statement  I  was  going  to  men¬ 
tion,  we  are  reducing  the  radios  from  1,600  people  down  to  less 
than  600.  The  budget  is  going  from  over  $200  million,  to  a  capped 
budget  beyond  the  next  fiscal  year  of  $75  million. 

It  will  require  not  only  corrections  and  adjustments  in  that  area, 
but  in  a  whole  host  of  areas.  And  so  we  have  just  started  these 
changes.  But  they  are,  if  I  may  say,  being  implemented. 

In  the  case  of  our  new  interim  president.  Dr.  Ross  Johnson — who 
is  here — his  arrangement  bears  little  resemblance  to  the  contracts 
that  we  had  6  and  8  years  ago. 

Senator  Hollings.  I  want  to  include  your  opening  statement  in 
its  entirety.  Do  you  want  to  touch  on  it? 

Mr.  Mica.  If  I  may,  Mr.  Chairman.  Knowing  the  process  here,  I 
will  not  read  the  entire  statement.  But  I  appreciate  your  putting 
it  in  the  record.  There  are  just  a  few  points  that  I  would  like  to 
make. 

First,  as  I  indicated,  I  have  with  me  the  interim  president  of  the 
radios,  Dr.  Ross  Johnson,  and  our  vice  president  for  finance  for 
Radio  Free  Europe/Radio  Liberty,  Michael  Marchetti. 
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When  I  was  asked  to  take  this  job  by  the  President  last  year, 
there  were  a  couple  of  requirements,  First,  we  hoped  we  could  save 
surrogate  broadcasting.  The  budget  cutters  and  a  number  of  folks 
were  talking  about  eliminating  any  broadcasting.  The  second  is, 
you  must  save  money. 

PERSONNEL  TERMINATIONS 

In  that  context,  I  accepted  the  position;  and  I  must  say,  although 
it  is  an  honor  to  be  here  today,  it  is  not  pleasant.  We  are  terminat¬ 
ing  large  numbers  of  people  who  have  spent  their  entire  lives  since 
World  War  II,  defending  democracy  and  broadcasting  about  demo¬ 
cratic  institutions  a  message  that  we  think  ultimately  led  to  the 
fall  of  the  Berlin  Wall  and  changes  in  the  former  Soviet  Union. 

As  I  indicated,  the  consolidation  is  very  difficult.  We  have  been 
giving  out  termination  notices,  and  another  round  will  have  to  be 
given  very  quickly. 

Suffice  it  to  say  that  we  broadcast  in  22  languages  now;  790 
hours  weekly.  I  am  personally — and  although  we  are  not  a  full-time 
board  like  my  colleagues  on  my  right  and  left  here;  we  are  a  citizen 
board  and  we  are  fully  committed  to  what  the  radios  do. 

I  clipped  an  interesting  article  out  of  the  newspaper  the  other 
day.  We  get  inundated  with  studies  from  the  radios,  studies  from 
USLA  and  from  the  Government,  on  what  is  going  on  in  the  Soviet 
Union.  And  I  thought  this  little  clip  here  just  drove  it  home;  and 
that  you,  as  an  elected  official,  would  understand  this  as  much  as 
anyone. 


SURVEY  ON  COMMUNISM 

The  question  was  simply  asked  to  the  Russian  people:  Are  things 
better  now,  without  communism?  Or,  were  they  better  before,  with 
communism? 

This  was  just  done  by  the  Gallup  organization  in  Russia,  I  under¬ 
stand,  a  few  weeks  ago. 

Fifty-nine  percent  of  the  Russian  public  said  things  were  better 
under  communism.  There  is  a  message  in  there  for  all  of  us.  A 
Yeltsin  or  unyone  else  who  is  pro-democracy  cannot  stay  in  power 
very  long;  and  the  public  that  elects  him,  59  percent,  say  that 
things  were  better  under  communism. 

A  similar  poll  in  other  countries  revealed  these  numbers:  Hun¬ 
gary,  63  percent;  Moldavia,  65  percent;  Ukraine,  59  percent.  I 
guess  that  little  poll  just  drives  home  the  feeling  I  have  had,  as 
Chairman  of  the  Board,  that  the  need  for  broadcasting  continues. 

CONSOLIDATION 

We  need  to  do  everything  we  can,  to  make  it  efficient,  effective, 
and  live  within  the  $75  mUlion  cap,  if  that  is  the  mandate  of  the 
administration  and  Congress.  We  must  do  everything  we  can,  to 
have  an  efficient  broadcast  operation  to  face  what  I  consider  not  a 
battle  on  the  battlefields  yet,  except  in  one  or  two  of  these  coun¬ 
tries — ^but  a  battle  for  the  minds  and  hearts  of  these  folks;  and  give 
them  the  kind  of  information  that  they  need  to,  hopefully,  make  de¬ 
cisions  on  behalf  of  democracy. 
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The  last  point  I  would  make — and  you  are  more  aware  of  than 
I,  having  only  had  the  honor  to  be  in  Congress  10  years — I  saw  the 
turf  battles  between  VOA  and  Radio  Free  Europe,  Radio  Liberty, 
USIA.  and  they  tell  me  they  have  gone  on  for  decades.  Tlie  new 
consolidation,  if  it  works,  and  I  hope  it  will,  for  the  first  time 
brings  everybody  to  a  common  purpose. 

They  are  all  under  one  budget,  and  this  will  be  my  first  and  last 
appearance  in  aiw  event,  before  this  committee — my  first  and 
lastr— because  the  BIB  Board  goes  out  of  existence. 

Senator  Rollings.  When  is  that? 

Mr.  Mica.  The  consolidation  legislation  should  be  passed  and 
signed  in  the  next  week  or  two.  And  it  calls  for  us  to  go  out  of  ex¬ 
istence,  either  next  September  or  when  the  new  Board  is  ap¬ 
pointed;  whichever  is  sooner. 

Senator  Rollings.  That  will  all  come  under  Dr.  Duffey? 

Dr.  Duffey.  There  is  quite  a  different  structure.  I  will  actually 
be  losing  authority. 

Mr.  Mica,  It  all  will  be  a  part  of  USIA,  but  the  Board  would  be 
the  firewall  in  the  operations,  with  Dr.  Duffey  as  an  ex-officio 
member  of  the  nine-member  Board;  much  like  the  BIB  Board, 
which  would  oversee  the  disbursal  of  funds  to  Radio  Free  Europe, 
Radio  Liberty,  Radio  Marti,  Radio  Free  Asia,  and  Voice  of  America. 
All  would  be  combined  under  an  entity  of  that  Board,  and  this 
Board  would  then  make  recommendations  for  disbursal  and  fund¬ 
ing  under  that. 

Senator  Rollings.  Rave  you  all  gotten  together  on  an  operating 
budget  for  the  new  endeavor? 

PREPARED  STATEMENT  OF  DANIEL  MICA 

Dr.  Duffey.  The  legislation  calls  for  us  to  take  the  first  120 
days,  and  come  back  with  a  consolidation  plan.  So  Mr.  Mica  and 
I  have  a  good  start  on  what  that  would  look  like;  but  the  formal 
process  will  begin  when  the  legislation  is  signed. 

[The  statement  follows:] 

Statement  of  Daniel  A.  Mica 

It  is  a  pleasure  and  an  honor  to  be  here  today  in  my  capacity  as  Chairman  of 
the  Bomrd  for  International  Broadcasting  to  discuss  the  1995  appropriation  to  the 
Board  for  the  operating  and  downsizing  costs  of  Radio  Free  Europe/Radio  Liberty, 
Inc.  Accompanying  me  today  is  A.  Ross  Johnson,  Acting  President  of  Radio  Free  Eu¬ 
rope/Radio  Liberty  Inc. 

Mr.  Chairman,  the  challenges  of  the  past  vear,  and  those  still  ahead,  are  among 
the  most  historic,  exciting  and  painful  ever  faced  by  Radio  Free  Europe/Radio  Lib¬ 
erty.  As  we  actively  pursue  the  President’s  plan  to  consolidate  international  broad¬ 
casting  under  a  Broadcasting  Board  of  Governors  within  USIA,  we  are  endeavoring 
to  reinvent  the  Radios  for  future  operations  in  an  era  of  severely  shrinking  re¬ 
sources. 

Currently  Radio  Free  Europe/Radio  Libert>r  provides  approximately  790  hours 
weekly  of  surrogate  and  alternative  programming  in  22  lazij^ages  to  the  peoples  of 
Eastern  Europe  and  the  former  Soviet  Union.  jRFE/RL’s  surrogate  programming 
contains  a  mixture  of  hard  news,  analysis,  and  features  on  various  political,  social, 
economic,  and  cultural  themes,  in  a  format  that  resembles  in  some  ways  National 
Public  Radio  in  this  country.  Sixty  to  seven^  percent  of  an  average  day’s  broadcasts 
remains  focused  on  domestic  news  and  analysis  of  the  countries  to  which  it  broad¬ 
casts. 

Through  the  downsizing  that  has  begun  over  the  last  several  months,  many  of  the 
valuable  broadcast  programs  of  the  Radios  have  been  maintained.  In  addition,  new 
broadcasts  to  the  former  Yugoslavia  were  inaugurated  in  January,  providing  news 
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and  analysis  of  regional  issues  to  Serbs,  Croats,  and  Bosnians  and  projecting  these 
views  across  these  war-torn  borders.  Coverage  of  local  and  regional  issues,  tihe  very 
mission  of  RFE/RL,  is  being  conducted  bv  networks  of  correspondents  and  free¬ 
lancers  throughout  the  broadcast  region.  Many  of  our  programs  are  carried  on  local 
AM  and  FM  frequencies  with  decreasing  dependence  on  shortwave  transmission. 

Mr.  Chairman,  during  the  last  year  the  Board  has  been  challenged  to  develop  a 
specific  plan  (within  the  context  of  the  overall  Consolidation  plan)  to  reinvent  RFE/ 
IUj  within  budget  goals  in  a  manner  that  does  not  ignore  the  forty  year  history  of 
success  of  these  Radios.  RFE/RL  is  a  living,  producing  asset  and  represents  a  major 
U.S.  government  investment  in  an  undeniably  effective  enterprise. 

In  order  to  meet  the  budget  and  promam  goals  inherent  in  the  Consolidation 
plan,  the  Board  began  the  downsizing  last  fall  and  so  informed  this  committee 
through  the  reprogramming  process.  Thus  far  we  have  shutdown  Radio  Free  Af¬ 
ghanistan,  the  Hungarian  Broadcast  Division,  the  Broadcast  Analysis  Division,  the 
New  York  Programming  Onter,  and  set  the  Czech  and  Polish  Broadcast  Divisions 
on  the  path  to  independence  from  U.S.  Government  funding  by  the  end  of  fiscal  year 
1995.  In  addition,  many  support  positions  are  being  eliminated  as  we  attempt  to  re¬ 
duce  from  over  1,600  to  less  than  600  positions  by  the  end  of  fiscal  year  1995.  The 
Radios’  operational  budget  is  decreasing  accordingly,  from  $218  million  last  year  to 
$177  million  this  year,  projected  for  $152  million  in  fiscal  year  1995  and  $75  million 
in  fiscal  year  1996.  To  reach  that  $75  million  budget  target,  we  will  incur  one-time 
costs  of  cfownsizing  in  fiscal  year  1995  of  approximately  $102  million. 

Because  RFE/RL  is  headquartered  in  Munich,  Germany,  we  must  operate  within 
the  German  labor  law  environment,  where  significant  personnel  reductions  are  ac¬ 
companied  by  requirements  to  pay  specific  severance  costs,  social  plan  costs,  pension 
liabilities  and  other  retirement  costs,  and  litigation  costs.  In  addition  to  the  required 
payments  to  terminated  individuals,  RFE/RL  must  replace  its  current  pension  plans 
and  other  benefit  programs  with  less  costly  contributory  plans  in  order  to  reach  the 
$75  million  cap  in  fiscal  year  1996.  Also,  premature  termination  of  leases  and  other 
contractual  obligations  contributes  to  the  one-time  costs  of  downsizing.  There  are  no 
legal  alternatives  to  the  funding  of  these  one-time  personnel  related  costs  of  termi¬ 
nation. 

Overall,  Mr.  Chairman,  we  are  requesting  $256.7  million  for  fiscal  year  1995, 
which  includes  a  one-time  net  increase  of  $46.7  million.  We  are  funding  over  half 
of  the  total  downsizing  and  consolidation  costs  from  within  our  $210  million  base 
for  fiscal  year  1995  because  the  Board  took  actions  to  begin  the  two-year  downsizing 
plan  in  (Jctober,  1993,  embodied  in  the  reprogramming  agreement  with  this  and 
other  committees.  In  fiscal  year  1995  we  need  the  $46.7  miluon  increase  to  complete 
the  process  in  a  legal  and  timely  manner  and  to  enable  RFE/RL  to  reach  the  fiscal 
year  1996  $75  million  cap,  as  directed  by  the  broadcasting  consolidation  legislation. 

This  is  the  last  time  that  this  committee  will  see  an  appropriation  request  from 
the  Board  for  International  Broadcasting  as  this  oversight  Board  will  be  abolished 
by  the  end  of  fiscal  year  1995,  in  accordance  with  the  pending  broadcasting  consoli¬ 
dation  legislation.  Beginning  in  fiscal  year  1996,  a  smaller  but  effective  Radio  Free 
Europe/Radio  Liberty  will  receive  its  ^erational  grants  from  a  new  oversight  Broad¬ 
casting  Board  of  Governors  within  USIA.  I  want  to  take  this  opportunity  on  behalf 
of  the  Board  to  thank  this  committee  for  the  many  years  of  funmng  support  for  the 
Board’s  activities  and  for  the  outstanding  broadcasts  of  Radio  Free  Europe/Radio 
Liberty.  I  will  be  happy  to  answer  any  questions. 

Senator  Rollings.  Well,  very  good.  The  question  has  been 
raised,  under  the  German  system,  that  the  pay  is  far  more  luxu¬ 
rious  than  anything  we  have  given  here;  ana  we  will  look  at  that 
in  the  budget,  too.  1  know  that  comes  up. 

Mr.  Mica.  If  I  could  comment  on  that,  Senator?  There  was  a 
group  of  German  workers  here  in  town  several  weeks  ago;  and  I 
am  pleased  that  you  make  that  comment. 

There  are  some  who  believe  that,  rather  than  go  to  the  radios 
and  get  what  they  can  through  the  appropriate  negotiations  that 
they  should  go  around  the  radios  to  Congress;  and  I  have  tried  to 
tell  them  that  this  will  not  happen,  that  they  must  work  through 
the  radios.  That  is  the  correct  approach. 

But  I  think  your  comment  will  be  well  placed  in  the  record;  that 
these  benefits  are,  indeed,  more  generous.  And  we  will,  obviously, 
pay  what  we  are  required  to  pay  by  the  law;  but  to  think  that  we 
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could  get  more  money  in  this  atmosphere  in  Washington,  we  have 
tried  to  explain,  is  folly. 

ADDITIONAL  COMMITTEE  QUESTIONS 

Senator  Rollings.  Very  good.  Dr.  Duffey,  we  thank  you.  And 
thank  you.  Chairman  Mica.  We  appreciate  it  very  much. 

[The  following  questions  were  not  asked  at  the  hearing,  but  were 
submitted  to  the  agencies  for  response  subsequent  to  the  hearing:] 

U.S.  INFORMATION  AGENCY 
Questions  Submitted  by  Senator  F.  Rollings 

POST  CLOSINGS 

Question.  Dr.  Duffey,  USIA  closed  several  overseas  posts  in  the  past  few  years. 
Are  you  considering  additional  post  closures  in  fiscal  years  1994  and  1995?  Which 
posts  are  likely  canmdates? 

Answer.  In  fiscal  year  1994,  we  have  closed  two  branch  posts — Dhahran,  Saudi 
Arabia  and  Belo  Horizonte,  Brazil.  We  also  plan  to  close  the  bran<'h  post  in  Porto 
Alegre,  Brazil  in  1995. 

Question.  Last  year  we  criticized  the  State  Department  for  interfering  with 
USIA's  actions  to  save  funding  by  closing  posts.  Is  the  State  Department  objecting 
to  any  USIA  post  closures? 

Answer.  The  former  U.S.  Ambassador  to  Brazil  initially  objected  to  our  original 
plan  to  close  the  USIS  branch  post  in  Belo  Horizonte  in  1993,  but  ultimately  gave 
nis  approval.  We  have  not  begun  formal  discussions  with  the  new  Ambassador  or 
State  Department  headquaKers  concerning  the  planned  closing  of  the  USIS  branch 
post  in  Porto  Alem,  Brazil,  in  1995. 

Generally,  U.&  Ambassadors  desire  the  whole  range  of  USG  activities  at  their 
Missions  and  would  usually  oppose  the  closing  of  a  USIS  facility.  We  too  believe 
that  it  is  highly  desirable  for  USIA  to  operate  a  post  wherever  the  Department  has 
an  Embassy  or  Consulate.  But  continuing  overall  Federal  budgetary  constraints 
have  forced  USIA  to  make  many  difficult  resource  choices,  including  the  elimination 
or  downsizing  of  some  overseas  posts. 

FULBKIGHT  PROGRAM 

Question.  Dr.  Duffey,  we  have  always  thought  that  the  Fulbright  Program  is  the 
“flagship”  of  Federal  exchange  programs.  We  have  heard  that  you  are  evaluating 
some  significant  changes  in  the  way  the  Program  operates  and  is  run  by  USIA. 

Could  you  provide  some  details  and  are  you  considering  significant  changes  in  the 
Program? 

Answer.  The  Fulbright  Program,  which  has  long  been  the  pillar  of  USIA’s  ex¬ 
change  activities,  is  approaching  its  50th  year.  In  light  of  the  many  changes  the  pro¬ 
gram  and  the  world  have  undergone  since  the  program’s  inception,  and  in  this  envi¬ 
ronment  of  budget  restraints  and  “reinventing’  government,  we  thought  it  impor¬ 
tant  to  assess  and  evaluate  the  program  overall. 

A  six  member  USIA  committee  spent  six  months  examining  the  Fulbright  Pro¬ 
gram  and  its  future  and  prepared  a  preliminary  draft  report  that  reaffirmed  the 
basic  tenets  of  the  program.  A  second  draft  of  the  Committee’s  report  suggests  sev¬ 
eral  modifications  in  program  procedures  and  administration.  This  report  is  being 
circulated  for  comment  to  all  organizations  involved  with  the  Fulbright  Program. 
Any  changes  to  the  program  will  come  only  after  thorough  discussion  with  all  con¬ 
cerned  parties. 


NORTH/SOUTH  CENTER 

Question.  Three  years  ago,  the  Foreign  Operations  Subcommittee  created  an  ear¬ 
mark  for  the  University  of  Miami  called  the  “North/South  Center,”  and  the  Bush 
administration  started  putting  requests  in  our  Commerce,  Justice  and  State  budget. 

Could  you  provide  the  Admimstradon’s  rationale  for  this  reduction? 

Dr.  Duffey,  how  many  other  universities  in  the  U.S.  have  solid  Latin  American 
Studies  programs?  If  we  could  find  the  money,  what  would  you  think  about  us  put¬ 
ting  in  a  competitive  program  for  “North-South"  studies? 

Answer.  Continuing  AcUninistration  efforts  to  reduce  the  overall  Federal  deficit  re¬ 
quired  reductions  in  most  USIA  programs,  including  elimination  of  funding  for  the 
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noncompetitive  grant  to  the  North/South  Center.  Other  contributing  factors  include 
the  following:  the  Center  had  previously  been  canying  out  some  of  its  USIA-fonded 
activities  without  our  support,  although  at  a  lower  level;  other  institutions  inde¬ 
pendently  undertake  activities  similar  to  those  USIA  supports  at  the  Center;  and 
some  of  the  Center’s  activities  would  probably  be  competitive  for  other  Federal 
sources  of  support. 

Regarding  other  strong  Latin  American  studies  programs  in  the  U.S.,  the  Depart¬ 
ment  of  Edfucation’s  Center  for  International  Education  periodically  supports  the 
creation  of  National  Resource  Centers  (NRC’s)  in  the  study  of  each  world  area  and 
in  international  studies.  The  current  list  specifies  14  Latin  American  NRC’s:  Michi¬ 
gan  State,  Tulane,  UCLA,  the  University  of  Texas,  the  University  of  Wisconsin  sys¬ 
tem,  Vanderbilt  University,  the  joint  program  of  the  University  of  Connecticut/ 
Brown  University/University  of  Massaenusetts,  and  the  following  university  pairs: 
Columbia/New  York  University,  San  Diego  State/University  of  California-San  Diego, 
Stanford/University  of  Califomia-BerkeW,  University  of  Florida/Florida  Inter¬ 
national  University,  University  of  Illinois/University  oi  Chicago,  University  of  New 
Mexico/New  Mexico  State,  University  of  North  Carolina/Duke,  and  University  of 
Pittsburgh/Cornell . 

If  funding  were  made  available,  USIA  could  manage  a  competition  for  support  of 
a  “North-South”  academic  exchange  through  its  regular  grant-making  mechanism. 
We  would  expect  that  the  North/South  Center  and  other  institutions  not  designated 
as  NRC’s  would  also  compete  for  such  funds. 

CENTRAL  AMERICAN  PRCXJRAM  OF  UNDERGRADUATE  SCHOLARSHIPS 

Question.  Approximately  ten  years  ago  I  was  active  in  an  effort  to  enhance  rela¬ 
tions  with  Central  America.  As  part  of  that  effort,  I  helped  established  the  “CAM¬ 
PUS”  exchange  program,  or  Central  American  Program  of  Undergraduate  Scholar¬ 
ships. 

As  I  understand,  more  than  400  students  have  been  iV  ugh  this  program,  and 
a  new  group  of  71  students  began  their  program  this  past  danuc'y  at  six  U.S.  insti¬ 
tutions.  Funding  for  1995  would  be  $4.3  million  for  CAMPUS,  the  same  as  1994. 

What  has  USiA’s  experience  been  with  CAMPUS?  Do  you  consider  it  a  success? 

Answer.  By  the  end  of  June  of  this  year,  six  classes  of  CAMPUS  grantees,  a  com¬ 
bined  total  of  529  alumni,  will  have  completed  their  U.S.  academic  programs.  The 
vast  majority  of  these  students  have  been  reintegrated  into  their  home  countries. 
An  additional  143  will  participate  in  the  CAMPUS  Program  from  June-December, 
1994. 

The  Program  has  been  very  successful  and,  in  many  respects,  has  exceeded  the 
expectations  of  even  its  most  enthusiastic  supporters.  First,  it  has  attracted  excel¬ 
lent  pools  of  high-quality,  highly  motivated  candidates  from  the  non-elite  sectors  of 
all  seven  Central  Amencan  nations.  The  students  have  successfully  completed  in¬ 
tensive  English  language  instruction  within  the  program’s  time  limits,  and  have 
performed  at  academic  levels  far  above  the  norm  for  American  and  other  foreign  un- 
der^aduates.  Over  95  percent  of  the  students  complete  their  undergraduate  degrees 
within  the  30-month  grant  period,  and  over  half  waduate  with  honors. 

CAMPUS  was  based  on  tne  idea  of  extending  the  participants’  U.S.  experience  be¬ 
yond  the  pursuit  of  a  college  degree.  In  this  regard,  reports  from  the  host  univer¬ 
sities  and  colleges  indicate  that  the  program  succeeds  in  many  other  important 
ways.  Many  C-^PUS  students  become  college  and  community  leaders.  Through 
cultural  events,  participation  in  clubs  and  associations  (some  of  which  they  have 
founded),  visits  to  schools  and  civic  organizations,  and  by  interviews  and  articles  in 
the  mass  media,  the  students  have  shared  the  culture  and  society  of  Central  Amer¬ 
ica  with  many  American  citizens.  Many  CAMPUS  students  have  held  campus-wide 
elected  offices,  represented  their  schools  in  intercol legate  events  and  athletic  com¬ 
petitions,  and  travelled  throughout  the  U.S.  to  participate  in  congresses,  intern¬ 
ships,  and  field  experiences. 

FACILITIES  FOR  RADIO  FREE  ASIA 

Question.  The  1994  Foreign  Relations  Authorization  Act,  due  to  pass  the  Congress 
this  week,  includes  an  authorization  for  a  “Radio  Free  Asia,”  similar  to  Radio  Free 
Europe  and  Radio  Liberty.  The  authorization  limits  operational  expenditures  for 
Radio  Free  Asia  to  $22  million  for  any  fiscal  year.  Radio  Free  Asia  will  broadcast 
to  China  and  Southeast  Asia,  including  Tibet.  How  will  this  radio  system  operate? 
Will  it  use  USIA  radio  facilities? 

Answer.  The  recently-enacted  United  States  International  Broadcasting  Act  of 
1994  (Public  Law  108-236)  specifies  that  a  plan  outlining  the  features  of  this  new 
organization  shall  be  submitted  to  Congress  no  later  than  90  days  after  all  members 
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of  the  Broadcastinp;  Board  of  Gk>vemor8  have  been  confirmed.  The  issues  of  Radio 
Free  Asia's  operations  and  broadcast  facilities  will  be  addressed  in  the  context  of 
this  overall  plan  for  Radio  Free  Asia. 

NEW  RELAY  FACIUTIES  PLANNED  FOR  RI-'A 

Question.  Does  USIA  or  Radio  Free  Asia  contemplate  building  a  new  broadcasting 
station?  If  so,  where,  and  how  much  would  such  a  station  cost? 

Answer.  There  are  no  current  plans  for  a  new  broadcasting  station.  The  Presi¬ 
dent's  budget  submission  for  1995  does  not  contain  funding  in  any  fiscal  year  for 
such  a  project. 

Section  309(dX4X6)  of  the  recently-enacted  United  States  International  Broadcast¬ 
ing  Act  of  1994  (Public  Law  103-236 — ^the  Act)  contains  funding  limitations  for 
Radio  Free  Asia — $22  million  for  annual  operating  costs  and  $8  million  for  one-time 
capital  costs. 

Section  309(c)  of  the  Act  requires  the  Broadcasting  Board  of  Clovemors  to  submit 
a  detailed  plan  that  contains,  among  other  things,  ”*  *  *  a  description  of  the  man¬ 
ner  in  which  Radio  Free  Asia  would  meet  the  funding  requirements  in  Section 
(dX4)”  and  ♦  how  it  proposes  to  meet  the  technical  requirements  for  carrying 
out  its  responsibilities  under  this  section.”  Transmission  requirements  will  be  af 
dressed  in  the  context  of  this  plan. 

VGA  REDUCTIONS  LINKED  TO  RADIO  FREE  ASIA 

J Question.  Will  USIA’s  own  international  broadcasting  arm,  the  Voice  of  America, 
uce  its  own  broadcasts  to  Asia  as  a  result  of  the  introduction  of  Radio  Free  Asia? 
If  not,  why  not? 

Ansv  er.  The  Voice  of  America  currently  broadcasts  a  total  of  twenty-three  and 
one-h^ilf  hours  daily  in  9  languages  to  East  Asia.  These  are:  Mandarin  Chinese,  10 
hours  daily;  Cantonese,  1  hour  daHy;  Indonesian,  two  and  one-half  hours  daily;  Viet¬ 
namese,  two  and  one-half  hours  daily;  Khmer,  2  hours  daily;  Burmese,  one  and  one- 
half  hours  daily;  Korean,  one  and  one-half  hours  daily;  Lao,  one  hour  daily;  and  Ti¬ 
betan,  one  and  one-half  hours  daily.  In  addition  to  language  programming,  VOA  also 
broadcasts  16  hours  in  English  per  day  worldwide,  11  hours  specifically  to  the  East 
Asia  and  Pacific  area. 

The  extent  to  which  this  broadcasting  would  be  displaced  by  Radio  Free  Asia 
broadcasting  has  not  yet  been  determined.  The  recently-enacted  United  States 
International  Broadcasting  Act  of  1994  (Public  Law  103-236)  provides  that  a  plan 
for  Radio  Free  Asia  shall  be  submitted  by  the  Broadcasting  Board  of  Governors 
through  the  Director  of  the  United  States  Information  Agency  to  the  Congress.  This 
plan  is  due  not  later  than  90  days  after  the  date  on  which  all  members  of  the  newly- 
created  Board  are  confirmed  (Sec.  309(cX2)). 

The  legislation  also  requires  the  Board  to  notify  the  appropriate  Congressional 
committees  before  undertaking  any  activities  that  would  *  *  significantiy  reduce 
the  broadcasting  activities  of  the  Voice  of  America  in  Asia  or  any  other 
region  *  ♦  and  requires  the  Chairman  of  the  Board  to  “*  *  *  consult  with  such 
committees  on  the  impact  of  any  such  reduction  in  Voice  of  America  broadcasting 
activities”  (Sec.  309(h)). 

It  should  be  noted  that  targeted  programming,  which  carries  the  same  type  of  in¬ 
formation  as  “home  service”  broadcasting,  is  already  being  done  by  the  VOA  Chinese 
branch  in  the  form  of  a  daily  program  called  "China  Focus,”  which  discusses  events 
in  China.  The  hourly  China  Branch  newscasts  also  emphasize  local  news,  news 
which  would  not  be  carried  in  the  domestic  media.  Funding  for  this  successfiil  VOA 
program — $1.8  million — ^is  included  in  the  overall  $10  million  requested  for  Radio 
FYee  Asia,  scheduled  to  be  established  as  an  independent  grantee.  Under  that  sce¬ 
nario,  VOA's  targeted  Chinese  program  would  have  to  be  transferred  to  the  new  en¬ 
tity  or  modified  in  some  other  way — fijnding  would  not  be  available  to  support 
China  Focus  within  VOA. 

BOARD  FOR  INTERNATIONAL  BROADCASTING 


Questions  Submitted  by  Senator  Ernest  F.  Rollings 
RADIO  termination  COSTS 

Question.  Chairman  Mica,  your  testimony  notes  the  high  cost  of  paying  reouire- 
ments — such  as  the  “social  plan”  and  “pension  liabilities”  under  German  Labor  laws. 
How  much  is  the  cost  per  employee? 

Answer.  The  fiscal  year  1994  and  fiscal  year  1995  budget  plan  provides  a  total 
of  $15,150,000  for  a  Social  Plan  for  approximately  650  terminated  employees  in  Ger- 
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many.  RFE/RL  has  proposed  a  Social  Plan  for  the  first  ^up  of  employees  termi¬ 
nated  in  fiscal  year  1994  of  $6  million.  This  proposal  contains: 

—Contractual  severance  increased  by  20  percent. 

— One  time  payments  to  employees  who  are  not  yet  vested  in  company  non-con- 
tributory  pension  plans. 

— A  commitment  on  the  part  of  the  Management  of  RFE/RL  to  continue  to  pay 
for  school  tuition  of  the  children  of  affected  employees  until  the  end  of  the  cur¬ 
rent  school  year, 

— moving  allowance  for  employees  who  are  not  entitled  to  company  paid  final 
return. 

— fund  to  finance  retraining  measures  for  affected  employees. 

— A  hardship  fund  to  be  distributed  by  Management  and  the  Works  Council  in 
cases  of  individuals  hardship. 

The  budget  request  for  fiscal  year  1995  includes  $10.15  million  for  a  social  plan 
for  the  remaining  employees  who  will  be  terminated.  The  final  content  of  the  Social 
Plan  will  be  determined  by  binding  arbitration. 

The  fiscal  year  1995  Budget  includes  $38.9  million  to  fully  fund  the  liabilities  and 
close  out  the  RFE/RL,  Inc.  non-contributory  pension  plans.  Thereafter,  in  the 
downsized  and  restructured  operation,  it  will  be  possible  to  introduce  less  costly, 
contributory  pension  plans. 

Included  in  the  fiscal  year  1994  and  fiscal  year  1995  budgets  is  a  total  of  $62.2 
million  for  termination  payments  in  accordance  with  company  policy  and  union 
agreements.  The  termination  costs  include:  severance,  based  on  years  of  service;  un¬ 
used  vacation  pay;  and  final  return  transportation  of  goods  and  people.  The  average 
termination  pay,  is  $55,441  for  employees  stationed  in  Gennany  and  $45,618  for  em- 
pl^ees  in  the  United  States. 

Question.  How  does  that  compare  with  severance  pay  of  terminating  an  American 
employee? 

Answer.  According  to  0PM  data,  terminating  an  average  USG  employee  with  15 
years  of  service  at  44  years  of  age  earning  a  salary  of  $47,000  would  cost  approxi¬ 
mately  $31,200. 

TERMINATION  OF  THE  BOARD  FOR  INTERNATIONAL  BROADCASTING 

Question.  Chairman  Mica,  as  I  understand  the  Radio  consolidation  plan,  the 
Board  for  International  Broadcasting  will  cease  to  exist  and  a  reduced  Radio  Free 
Europe  and  Radio  Liberty  will  come  under  a  new  Broadcasting  Board  of  Governors 
in  USIA. 

What  is  the  schedule  for  this  transition.  When  will  the  Board  for  International 
Broadcastinyg  cease  to  exist? 

Answer,  The  authorization  bill,  signed  into  law  on  April  30,  calls  for  the  repeal 
of  the  BIB  Act  effective  September  30,  1995,  or  the  date  on  which  all  members  of 
the  new  Board  are  confirmed,  whichever  is  earlier. 

Question.  Mr.  Mica,  what  will  be  the  operating  budget  for  this  new  broadcasting 
Board  of  Governors?  Could  vou  explain  the  Boaras  functions? 

Answer.  The  functions  of  the  Board  of  Governors,  as  stipulated  in  the  authoriza¬ 
tion,  are: 

— ^To  direct  and  simervise  all  broadcasting  activities  conducted  pursuant  to  this 
title,  the  Radio  Broadcasting  to  Cuba  Act,  and  the  Television  Broadcasting  to 
Cuba  Act. 

— ^To  review  and  evaluate  the  mission  and  operation  of,  and  to  assess  the  quality, 
effectiveness,  and  professional  integriW  of  all  such  activities  within  the  context 
of  the  broad  foreign  policy  objectives  of  the  United  States. 

—To  ensure  that  United  States  international  broadcasting  is  conducted  in  accord¬ 
ance  with  the  standards  and  principles  contained  in  secuon  303. 

— ^To  review,  evaluate,  and  determine,  at  least  annually,  the  addition  or  deletion 
of  lan^age  services. 

— ^To  make  and  supervise  grants  for  broadcasting  and  related  activities. 

— ^To  allocate  funds  appropriated  for  international  broadcasting  activities  among 
the  various  elements  of  the  International  Broadcasting  Bureau  and  grantees. 

— To  review  engineering  activities. 

— ^To  undertake  such  studies  as  may  be  necessary  to  identify  areas  in  which 
broadcasting  activities  under  its  authority  could  be  made  more  efficient  and  eco¬ 
nomical. 

— ^To  submit  to  the  President  and  the  Congress,  through  the  Director  of  the  Unit¬ 
ed  States  Information  Agency,  an  annual  report  which  summaries  and  evalu¬ 
ates  activities  under  this  title,  the  Radio  Broadcasting  to  Cuba  Act,  and  the  Tel¬ 
evision  Broadcasting  to  Cuba  Act. 
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— ^To  the  extent  considered  necessary  to  carry  out  the  functions  of  the  Board,  pro¬ 
cure  supplies,  services,  and  other  personal  property. 

— ^To  appoint  such  staff  personnel  for  the  Boara  as  the  Board  may  determine  to 
be  necessary. 

— ^To  obligate  and  expand,  for  official  reception  and  representation  expenses,  such 
amount  as  mav  be  made  available  through  appropriations. 

— ^To  make  available  in  the  annual  report  required  by  paragraph  (9)  information 
on  funds  expended  on  administrative  and  manageri^  services  by  the  Bureau 
and  by  gn^antees  and  the  steps  the  Board  has  taken  to  reduce  unnecessary  over¬ 
head  costs  for  each  of  the  broadcasting  services. 

— ^The  Board  may  provide  for  the  use  of  United  States  Government  transmitter 
capacitv  for  relay  to  Radio  Free  Asia. 

The  USIA  Director  is  a  statutory  member  of  the  BBG.  The  operating  budget  will 
be  determined  in  the  fiscal  year  1996  budget  review.  No  funds  for  the  BBG  are  re¬ 
quested  in  fiscal  year  1995;  should  the  BBG  be  appointed  and  operational  before  the 
end  of  fiscal  year  1996,  the  BIB  would  be  abolished  and  any  remaining  resources 
transferred  to  USIA. 

RFE/RL  MOVE  TO  PRAGUE 

Question.  Chairman  Mica,  the  Washington  Post  reported  that  the  Board  for  Inter¬ 
national  Broadcasting  had  voted  to  move  from  Munich,  Germany,  to  Prague,  in  the 
Czech  Republic. 

How  much  will  that  move  cost? 

Answer.  The  budget  submission,  as  presented,  does  not  include  a  move  to  Prague. 

The  Arthur  Andersen  Study  on  Relocation  Options,  which  is  in  the  final  stage  of 
completion,  will  be  provided  to  the  Committee  as  soon  as  it  becomes  available.  The 
report  will  outline  the  costs  associated  with  a  move  to  Prague  and  answer  related 
questions  on  relocation. 

Question.  How  is  this  consistent  with  the  President’s  plan  and  Foreign  Relations 
Authorization  to  reduce  the  Radios? 

Answer.  The  Forei^  Relations  Authorization  recognizes  that  relocation  is  being 
considered  by  the  BIB  and  recommends  that  any  relocation  decision  be  made  by  the 
BBG  unless,  prior  to  the  confirmation  of  all  members  of  the  BBG,  the  President 
“certifies  that  significant  national  interest  requires  that  such  relocation  determina¬ 
tion  be  made  before  the  confirmation  of  all  members  of  the  Board,  and  the  President 
submits  to  the  Comptroller  General  of  the  United  States  and  the  appropriate  con¬ 
gressional  committees  a  detailed  plan  for  such  relocation,  including  cost  estimates 
and  any  and  all  fiscal  data,  audits,  business  plans,  and  other  documents  which  jus¬ 
tify  such  relocation.” 

Question.  Won't  you  have  to  lay-off  even  more  employees  who  come  under  German 
Labor  Laws? 

Answer.  RFE/RL  faces  extraordinary  layoffs  whether  it  stays  in  Munich  or  moves 
to  Prague.  The  Arthur  Anderson  Report  when  it  is  finished  is  expected  to  address 
this  question. 


LONG-TERM  PHASE  OUT— BUDGET  REALITIES 

Question.  Chairman  Mica,  as  I  understand  your  budget — you  are  requesting  an 
overall  increase  of  $46.7  million — so  your  bucJget  can  go  from  its  current  level  of 
$210  million  down  to  $76  million  in  1996.  The  problem  is,  I  don’t  think  it  is  likely 
that  this  subcommittee  is  going  to  be  mven  an  allocation  to  fund  that  increase. 

Do  you  have  a  Plan  B  for  phasing  down  more  gradually?  What  happens  if  the  Ra¬ 
dios  get  a  freeze  in  fiscal  year  1995? 

Answer.  If  RFE/RL  is  to  operate  within  a  fiscal  year  1996  ceiling  of  $75  million, 
down  from  $218.1  million  in  fiscal  year  1993,  a  major  phase  down  must  take  place 
during  fiscal  year  1994  and  fiscal  year  1995,  The  downsizing  and  restructuring  of 
the  organization  requires  one-time  costs  during  this  two  year  period  of  $133  million 
for:  termination  of  employees,  social  plan  for  employees  in  Germany,  payment  of 
pension  liabilities,  lease  cancellations,  potential  litigation,  liquidation  of  severance 
liabilities  for  remaining  employees,  ancf  payments  towards  post  retirement  medical 
insurance.  Unless  these  programs  are  fully  funded  by  the  end  of  fiscal  year  1995, 
RFE/RL  will  not  be  able  to  implement  new  personnel  policies  and  will  need  addi¬ 
tional  funding  in  future  years  to  cover  these  obligations. 

If  the  fiscal  year  1995  budget  is  frozen  at  the  fiscal  year  1994  level,  RFE/RL  will 
be  forced  to  defer  payments  into  the  pension  plans,  payments  for  the  post  retire¬ 
ment  health  insurance  program,  and  potential  litigation  costs,  significantly  increas¬ 
ing  fiscal  year  1996  and  fiscal  year  1997  costs  and  foregoing  savings  assumed  in  the 
Foreign  Relations  Authorization  Act. 
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Questions  Submitted  by  Senator  Pete  V.  Domenici 

BOARD  FOR  INTERNATIONAL  BROADCASTING 

Question.  The  Board  for  International  Broadcasting  has  decided  to  attempt  to 
move  the  operational  headquarters  of  Radio  Free  E.*rope  and  Radio  Liberty  from 
Mur’ch,  Germany,  to  Prague  in  the  Czech  Republic. 

Even  before  tms  decision  was  made,  the  former  President  of  Radio  Free  Europe/ 
Radio  Liberty  resided  in  protest.  Apparently  he  believes,  as  do  othe*  \  that  such 
a  move  is  not  in  the  best  interests  of  the  employees  of  the  Radios.  Many  of  them 
will  not  move  to  Prague,  and  you  will  lose  years  of  experience. 

In  addition,  in  an  era  when  the  Radios  are  being  substantially  reduced  in  terms 
of  both  personnel  and  budget,  it  seems  odd  that  such  a  dramatic  shift  would  be 
made— ^speci^ly  if  it  ends  up  costing  a  great  deal  of  money. 

Why  was  this  decision  made? 

Answer.  By  October  1995,  RFE/RL,  Inc.  must  reduce  its  non-engineering  operat¬ 
ing  costs  and  staffing  by  approximately  half,  to  achieve  a  $75  million  budget  target. 
\^^e  some  staff  will  leave  voluntarily,  it  is  likely  that  RFE/RL  will  be  obliged  to 
lay  off  more  than  500  people  (excluding  the  RFE/RL  Research  Institute). 

RFE/RL  Management  and  the  Board  believe  that  carrying  out  such  a  drastic 
downsizing  in  Germany,  where  workforce  terminations  must  operate  under  rules  of 
‘'social  selection,”  based  on  such  factors  as  seniority  and  dependent  status  rather 
than  professional  qualifications,  precludes  a  rational  reduction  of  broadcast  and  sup¬ 
port  staff— one  that  preserves  the  essential  skills,  experience,  and  functional  posi¬ 
tions  required  to  maintain  high-quality  programming. 

In  addition,  the  Board  believes,  based  on  the  preliminary  Arthur  Andersen  report, 
that  operating  costs  in  (Germany  make  it  unlikely  that  RFE/RL  can  meet  a  fiscal 
year  1996  budget  target  of  $75  million  without  the  closure  of  additional  broadcast 
services  than  currently  contemplated.  The  Board  believes,  on  the  other  hand,  that 
operating  in  Prague,  at  the  invitation  of  the  Government  of  the  Czech  Republic, 
could  substantially  lower  costs,  permitting  RFE/RL  to  meet  its  fiscal  year  1996 
budget  target  and  maintain  more  broadcast  operations. 

Question.  What  impact  will  it  have  on  the  operations  of  the  Radios  if  veteran  per¬ 
sonnel  refuse  to  move  to  Prague? 

Answer.  It  is  true  that  most  RFE/RL  staff  would  prefer  to  remain  in  Munich. 
Some  valued  staff  would  decline  to  move.  No  Compaq,  however,  can  afford  to  ’ocate 
itself  according  to  the  personal  preferences  of  its  staff 

Question,  miat  are  the  costs  involved  in  moving?  What  are  the  additional  termi¬ 
nation  costs  under  German  Labor  Law  for  those  employees  who  refuse  to  move  to 
league? 

Answer.  The  Arthur  Andersen  Study  on  Relocation  Options,  which  is  in  the  final 
stage  of  completion,  will  be  provided  to  the  Committee  as  soon  as  it  becomes  avail¬ 
able.  The  report  will  outline  the  costs  associated  with  a  move  to  Prague  and  answer 
related  questions  on  relocation. 

The  RFE/RL  fiscal  year  1995  budget  request  anticipates  the  payout  of  current  sev¬ 
erance  liabilities  for  all  employees.  This,  together  with  the  fiul  funding  of  the  pen¬ 
sion  plans  and  funding  of  retiree  health  insurance,  is  essential  to  the  reduction  of 
future  costs  so  that  the  ^dios  would  be  able  to  operate  within  a  $75  million  budget 
wherever  located.  RFE/RL  would  incur  additional  costs  of  approximately  $2  million 
for  a  social  plan  for  the  employees  terminating  and  not  relocating  to  Prague. 

CONSOLIDATION  OF  RADIO  FREE  EUROPE/RADIO  LIBERTY  WITH  VOA 

Question.  The  President’s  budget,  and  the  1994  Foreign  Relations  Authorization 
Bill,  both  assume  that  the  international  radio  programs  of  the  Board  for  Inter¬ 
national  Broadcasting  will  be  substantially  reduced  and  consolidated  with  those  of 
the  U.S.  Information  Agency. 

While  operating  costs  for  the  Radio  Free  Europe/Radio  Liberty  broadcasts  will  be 
reduced  in  1995,  and  personnel  will  be  reduced  from  1,600  to  600,  one-time  costs 
of  $102  million  are  proposed  related  to  these  termination  costs.  This  results  in  a 
net  increase  of  $46.7  million  over  1994  appropriations. 

What  will  be  the  impact  on  Board  for  International  Broadcasting  activities  if  all 
these  funds  cannot  be  provided? 

Answer.  If  these  funds  are  not  provided  in  fiscal  year  1995,  RFE/RL  will  be  forced 
to  defer  payments  into  the  pension  plans,  payments  for  the  post-retirement  health 
insurance  program,  and  potential  litigation  costs.  Deferring  pension  payments  will 
result  in  the  loss  of  millions  in  interest  earnings  and  the  future  years’  liabilities  will 
increase  accordingly.  In  addition,  the  savings  envisioned  in  the  Foreign  Relations 
Authorization  Act  will  not  be  achieved. 
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Question.  Please  provide  for  the  record  a  funding  plan  for  the  downsizing  of  the 
Radios  if  such  reductions  must  occur  through  fiscal  year  1996,  rather  than  just  fis¬ 
cal  year  1996. 

Answer.  It  is  a  hi^h  priority  to  complete  the  downsizing  in  fiscal  year  1995  in  a 
t^ely  manner  to  minimize  overall  litigation,  among  other  costs.  Pension  contribu¬ 
tions,  litigation  pavments  and  post  retirement  medical  insurance  payments  could  be 
deferred/postponed  to  fiscal  year  1996  and  fiscal  year  1997,  but  such  action  would 
significantly  increase  outyear  costs. 

UMITATIONS  ON  EXPENSES  FOR  BOARD  FOR  INTERNATIONAL  BROADC.\STING 

Question.  The  1994  Foreign  Relations  Authorization  Act,  which  should  be  enacted 
this  week,  limits  expenditures  for  the  reduced  activities  of  the  Board  for  Inter¬ 
national  Broadcasting;  to  $75  million  annually  beginning  in  1996.  While  this  does 
not  affect  the  operations  of  the  Voice  of  America  directly,  as  opposed  to  those  of 
Radio  Free  Europe  and  Radio  Liberty,  it  obviously  has  an  impact  on  the  overall 
international  broadcasting  operations  of  the  USIA. 

Question.  Can  this  funcung  limitation  be  achieved? 

Answer.  At  this  time,  we  believe  the  funding  limitation  beginning  in  fiscal  year 
1996  can  be  achieved  only  if  the  full  funding  request  of  $256,708,000  is  appropriated 
to  the  Board  for  International  Broadcasting  for  fiscal  year  1995. 

Question.  Does  this  limitation  apply  to  capital  investment  and  equipment  costs, 
or  only  to  operating  costs? 

Answer.  The  limitation  in  the  Foreign  Relations  Authorization  Act  applies  to  all 
operational  costs. 
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FISCAL  YEAR  1995  BUDGET  REQUEST 

Senator  Rollings.  We  will  now  hear  from  Reed  Hundt,  Chair¬ 
man  of  the  Federal  Communications  Commission. 

For  fiscal  year  1995,  the  President’s  budget  requests  appropria¬ 
tions  totaling  $167.4  million.  Based  on  the  President’s  budget 
amendment,  submitted  last  Friday,  the  entire  FCC  budget  now 
would  be  offset  by  user  fees. 

Of  course,  that  is  what  they  say.  I  doubt  that,  Chairman  Hundt, 
because  we  are  not  going  to  make  that  information  superhighway 
a  tollroad. 

We  appreciate  your  appearance  here  today;  and  we  have  your 
statement,  and  it  will  be  included  in  the  record.  And  you  can  de¬ 
liver  it,  if  you  wish,  or  highlight  it,  either  way. 

Mr.  Hundt.  If  I  can,  Senator,  I  would  rely  primarily  on  the  writ¬ 
ten  statement. 

I  would  like  to  make  clear,  for  the  record,  a  couple  of  things  that 
have  been  going  on  recently  between  the  FCC  and  0MB;  and  to 
make  sure  that  the  statement  is  supplemented  by  my  oral  expres¬ 
sion  of  this  state  of  affairs. 

0MB  has  agreed  that  its  request,  as  previously  received  by  you, 
should  be  amended  to  ask  for  FTE’s  in  a  number  that  amounts  to 
2,046.  That  is  a  higher  number  than  was  in  the  written  informa¬ 
tion  that  you  earlier  received;  but  it  does  not  change  the  dollar 
number  of  $167  million. 

Senator  Rollings.  What  would  be  the  total? 

Mr.  Hundt.  About  82  less  than  that  number.  What  they  have 
agreed  is  that,  given  the  $167  million,  the  FTE  could  be,  and 
should  be,  raised. 

The  second  thing  that  I  have  been  discussing  with  our  friends  at 
0MB  recently  is  my  view  that  the  agency,  in  fact,  should  be  the 
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0 abject  of  an  appropriation  of  a  larger  amount  of  money;  and 
should  have  still  more  FTE’s. 

As  I  am  sure  you  know,  Senator,  I  did  not  arrive  at  the  agency 
until  after  the  work  was  done  by  the  agency  on  the  appropriations 
request.  In  the  4y2  months  that  I  have  been  there,  I  have  been  con¬ 
cerned  with  the  amount  of  resources  that  we  have;  and  whether  it 
is  enough  to  keep  up  with  the  mission  that  we  now  have,  given  the 
great  intensity  of  economic  activity  in  the  area. 

This  economic  activity  produces  many,  many  requests  for  rulings 
on  our  part,  many  requests  for  rulemakings  to  promote  economic 
growth;  and  many  requests  to  consider  license  transfers  and  other 
business  activity. 

We  want  to  expedite  our  consideration  of  these  various  matters 
associated  with  economic  growth.  I  have  said  to  0MB  that  I  think 
that,  and  I  have  been  very  direct  about  it  with  them,  we  need  a 
larger  appropriation,  and  more  FTE’s,  even  if  our  legislative  mis¬ 
sion  remains  exactly  as  it  is. 

PREPARED  STATEMENT 

They  are  seriously  considering  this.  They  are  inclined  to  look  fa¬ 
vorably  on  the  request  that  I  just  made,  and  they  would  like  me 
to  alert  you  that  they  may  well  be  suggesting  a  further  amend¬ 
ment.  I  realize  they  need  to  do  this  quickly,  and  I  will  certainly  be 
pressing  them  to  move  quickly. 

[The  statement  follows:] 

Statement  of  Reed  E.  Hundt 

Mr.  Chairman  and  Members  of  the  Subcommittee,  I  appreciate  the  opportunity 
to  review  with  you  the  Federal  Communications  Commission’s  fiscal  year  1995 
budget  estimates.  This  opportunity  is  a  special  privilege  for  me  as  it  is  my  first  ap¬ 
pearance  before  the  Subcommittee  since  becoming  Chairman  last  November. 

Our  1995  budget  estimates  propose  a  total  of  $167,400,000  and,  as  result  of  recent 
discussions  with  the  Office  of  Management  and  Budget,  2,046  full  time  equivalent 
positions.  Over  half  of  the  $167,400,000,  $95  million,  will  be  obtained  from  fees  as¬ 
sessed  against  parties  subj^ect  to  the  Commission’s  regulatory  authority,  as  specified 
in  legislation  enacted  by  Congress  in  1993.  The  fees  collected  are  considered  offset¬ 
ting  receipts.  The  estimate  of  $167,400,000  represents  an  increase  of  $7,100,000 
over  our  fiscal  year  1994  appropriation.  The  increase  is  confined  to  uncontrollable 
fixed  cost  increases.  Approximately  $6.1  million  or  86  percent  of  the  requested  addi¬ 
tion,  relates  to  increased  personnel  costs,  including  annualization  of  the  fiscal  year 
1994  locality  pay,  an  anticipated  2  percent  pay  increase  for  all  employees  during  fis¬ 
cal  year  1995,  and  step  in  ^ade  increases.  Funds  to  cover  increases  in  health  insur¬ 
ance  and  worker’s  compensation  accounts  are  also  included.  The  remaining  $1  mil¬ 
lion  refiects  anticipated  inflationary  increases  in  travel,  printing,  miscellaneous 
rentals  and  supplies. 

We  have  not  ac^usted  our  original  request  to  reflect  a  proposed  amendment  to  the 
fiscal  year  1996  budget  to  be  submitted  by  the  President  relating  to  rent  and  pro¬ 
curement.  This  amendment  would  reduce  government  rental  costs  by  approximately 
$568,000  as  well  as  procurement  costs  by  $197,000,  Since  final  action  on  this  pro¬ 
posal  is  pending,  our  original  request  remains  unchanged. 

The  Commission  is  responsible  for  regulating  interstate  and  foreign  telecommuni¬ 
cations  and  managing  the  licensing  of  common  carrier  and  broadcast  radio  and  tele¬ 
vision  services.  'This  includes  the  licensing  and  administration  of  the  broadcast  spec¬ 
trum  as  well  as  those  entities  providing  interstate  common  carrier  communications 
services.  We  exercise  regulatory  supervision  over  telecommunications  markets  that 
are  not  competitive  in  order  to  replicate,  as  nearly  as  possible,  the  results  that  a 
competitive  market  would  produce.  Equally  important,  we  seek  to  promote  competi¬ 
tion  wherever  and  whenever  possible  and  to  enhance  access  to  markets  by  consum¬ 
ers  and  providers  of  services  and  products. 
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In  carrying  out  our  responsibilities,  the  Commission  seeks  to  further  two  fun¬ 
damental  public  interest  goals:  providing  the  public  with  broad  access  to  tele¬ 
communications  services  and  encouraging  domestic  economic  growth.  We  strongly 
embrace  the  Administration’s  commitment  to  manage  government  more  efBciently 
and  effectively. 

Virtually  every  item  before  the  Commission,  ranging  from  the  regulation  of  inter¬ 
state  and  international  telephone  rates  and  services,  to  the  rules  governing  the 
emerging  technologies,  requires  extensive  analysis.  Our  commitment  to  consumer 
access  and  economic  growth  involves  the  development  of  initiatives  that  will  foster 
competition  in  markets  that  are  presently  non-competitive  and  increase  competition 
in  markets  that  are  in  transition.  These  responsibilities  demand  a  rigorous  and  inte¬ 
grated  pursuit  of  several  disciplines  that  ultimately  must  be  merged  in  the  actions 
of  the  Commission.  For  example,  we  must  evaluate  the  engineeni^  and  technical 
merits  of  particular  technologies,  calculate  the  economic  impact  of  their  proposed 
use  and  determine  the  extent  of  any  legal  restrictions  involved.  The  dramatic 
growth  of  the  telecommunications  and  information  industry  and  its  increasingly  sig¬ 
nificant  role  in  the  national  economy  underscores  the  vital  importance  of  the  Com¬ 
mission’s  deliberative  decision-making  process. 

The  incredible  expansion  of  the  telecommunications  industry  over  the  last  decade, 
including  eouipment,  services,  communications  and  information  sectors,  affirms  our 
Nation’s  global  leadership  in  this  area.  In  constant  dollars,  the  industry  has  grown 
from  $478  billion  in  1982  to  $783  billion  in  1993.  This  remarkable  growth  has  oc¬ 
curred  during  a  period  of  unmistakable  and  fundamental  industry  transformation. 
Once  reflecting  discrete  and  separate  enterprises,  the  telecommunications  industnr 
has  become  a  model  of  how  technology  and  competition  can  create  economic  ad¬ 
vancement.  The  Commission’s  ability  to  structure  sound  policies,  to  review  applica¬ 
tions  expeditiously,  to  promote  the  deployment  of  new  technologies  and  services,  and 
to  undertake  prompt,  fair  ac^dication  and  enforcement  actions  directly  relates  to 
the  viability  of  the  industry.  The  movement  of  various  telecommunications  markets 
toward  a  more  competitive  environment  demands  that  the  Commission  fashion  poli¬ 
cies  that  will  encourage  this  development  while  protecting  consumers  from  unrea¬ 
sonable  prices  and  practices  during  the  transition. 

The  manner  of  regulation  has  also  changed  dramatically.  The  engineering  and  sci¬ 
entific,  economic  and  legal  analysis  required  is  not  limited  solely  to  present  cir¬ 
cumstances,  but  is  linked  to  the  direction  of  technological  advances  and  entre¬ 
preneurial  initiatives.  The  Commission  must  continue  to  establish  regulatory  poli¬ 
cies  that  will  promote  creativity,  innovation,  efficiency  and  growth. 

The  historic  and  present  role  of  the  Commission  is  reflected  in  its  oversight  of 
interstate  communications  services.  The  telephone  company  of  yesterday  was 
thought  to  be  a  classic,  natural  monopoly.  Because  it  was  thought  economicmly  in¬ 
feasible  to  have  multiple  service  providers,  all  services,  facilities,  rates  and  practices 
were  subject  to  regulation.  Technolosy  and  enterprise  have  shattered  this  preconcep¬ 
tion.  The  telephone  company  of  tooay  faces  competition  as  well  as  being  a  source 
of  it. 

Today,  a  single  company  may  offer  services  in  a  market  for  which  there  is  little 
competition,  such  as  regulated  local  telephone  service,  alongside  competitive  serv¬ 
ices,  such  as  data  processing,  which  is  not  related.  The  Commission  has  estab¬ 
lished  safe^ards  to  ensure  that  ratepayers  of  the  regulated  service  do  not  subsidize 
the  unregiflated  data  processing  service.  Through  audits  and  enforcement  actions, 
the  Commission  ensures  the  effectiveness  of  these  safe^ards. 

In  fulfillii^  its  responsibility  to  maintain  the  viability  of  affordable  telephone 
service,  the  Commission  must  ensure  that  regulatory  barriers  do  not  artificially  ore- 
clude  competition.  In  the  previous  era,  one  company  provided  equipment,  local  or 
lon^  distance  service.  Access  by  competitors  remained  limited  even  after  the  1982 
judicial  consent  decree,  the  Modified  Final  Judgement  (MFJ),  which  divested  the 
Bell  system.  Recently,  the  Commission  has  undertaken  actions  to  bring  about  a 
more  competitive  environment.  In  both  the  long  distance  and  telephone  equipment 
markets,  the  Commission  has  played  a  critical  role  in  the  evolution  toward  competi¬ 
tion  by  removing  regulatory  barriers  to  entiy  for  new  competitors  and  taking  steps 
to  ensure  that  consumers  have  access  to  competing  products  and  services.  It  nas  re¬ 
sulted  in  the  availability  of  more  services  as  well  as  decreased  prices. 

Lack  of  competition  in  cable  and  the  presence  of  unreasonable  prices  lead  to  pas¬ 
sage  of  the  Cable  Television  Consumer  Protection  and  Competition  Act  of  1992.  This 
month,  the  Commission  completed  its  revision  of  relations  implementing  this  law. 
The  regulations  assess  whether  rates  for  cable  services  are  reasonable,  and  provide 
a  structure  for  consumers  and  cable  operators  to  resolve  complaints.  The  fiiture 
compatibility  of  cable  systems  and  consumer  electronics  equipment  is  also  ad¬ 
dressed. 
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Inherent  in  the  Commission’s  responsibility  was  the  need  to  achieve  quality  cable 
service  at  a  reasonable  price  while  ensuring  the  cable  operator’s  ability  to  earn  a 
return  sufficient  to  encourage  continued  investment  in  tne  business.  The  Commis¬ 
sion’s  orders  establishing  the  appropriate  rate  formula  reflect  the  diversity  of  the 
industry  as  well  as  our  obligation  to  exp^lain  fillip  the  Commission’s  decision.  Nota¬ 
bly,  in  addition  to  the  full  orders,  the  Commission  presented  a  streamlined  expla¬ 
nation  to  cable  operators  on  how  to  use  the  formula,  computer  spreadsheet  pro¬ 
grams  that  perform  ttie  rate  calculation,  and  a  facsimile  center  wherein  the  Com¬ 
mission  can  compute  the  calculation  for  the  cable  operator. 

The  Commission  has  undertaken  action  to  increase  competition  in  the  cable  area. 
While  restricted  by  law  from  providing  direct  video  programming,  local  telephone 
companies  are  autnorized  by  tne  Commission  to  furnish  non-discriminatory  access 
to  multiple  video  programmers  within  their  territory.  This  program  ac^ss  has  the 
potential  of  providing  a  competitive  alternative  to  present  cable  monopolies. 

In  1993,  Congress  mandated  that  the  Commission  design  and  implement  an  auc¬ 
tion  procedure  for  the  licensing  of  personal  communication  services  (PCS).  The  wire¬ 
less  PCS  technology  has  the  potential  of  creating  new  markets,  enhancing  competi¬ 
tion  in  present  ones,  providing  greater  public  access  to  myriad  communication  serv¬ 
ices  and  raising  billions  of  dollars  for  the  U.S.  Treasury.  The  Commission  is  pres¬ 
ently  engaged  in  the  complex  and  delicate  task  of  structuring  a  fair  auction  process 
that  will  fully  realize  the  potential  of  PCS  and  ensure  access  of  competitors  into  the 
wireless  communications  markets. 

Another  area  where  competitive  opportunities  exist  involves  a  previously  separate 
sector  of  communications  called  broadcast  television.  Through  the  advent  of  Ad¬ 
vanced  Television  Service,  in  particular  High  Deflnition  Television  (HDTV),  many 
telecommunications  uses  are  possible,  including  forms  of  PCS.  In  the  context  of 
spectrum  allocation  and  licensing,  the  Commission  has  structured  a  process  where 
tne  many  significant  technical  issues  involving  scanning  and  transmission  tech¬ 
niques,  as  wdl  as  economic  and  legal  issues,  can  be  raisea  and  resolved.  The  digital 
tecnnology  that  HDTV  offers  can  greatly  improve  the  quality  and  quantity  of  com¬ 
munications  services  available  to  viewers.  By  carefully  drafting  the  parameters  for 
these  advancements  to  flourish  and  ensuring  that  the  public  trust  responsibilities 
of  broadcasters  remain,  the  Commission  stimulates  entrepreneurial  imtiative  and 
encourages  pursuit  of  economic  growth. 

The  need  to  combine  engineering  and  technical  expertise,  with  economic  and  legal 
concerns,  goes  beyond  telephone,  PCS  and  HDTV.  Implementing  digital  audio  serv¬ 
ices  for  improved  radio  sound  quality,  modernizing  the  Emergency  Broadcast  Sys¬ 
tem  (EBS),  instituting  Mobile  Satellite  Services  (MSS)  (with  its  wide  range  of  new 
and  low  cost  voice  and  data  transmission  services),  and  “refarming”  Private  Land 
Radio  Mobile  Services  are  but  a  few  examples  of  other  significant  items  before  the 
Commission.  In  the  last  example,  new  technology  can  improve  quality,  efficiency 
and  capacity  of  the  radio  broadcast  spectrum.  We  at  the  Commission  should  imple¬ 
ment  a  transition  that  comprehends  the  economics  of  change  while  ensuring  an  en¬ 
vironment  that  fosters  competition. 

The  Commission  has  broad  responsibilities  in  international  communications,  in¬ 
cluding  allocation  and  coordination  of  radio  frequencies,  licensing  of  international 
transmission  facilities  and  services  and  development  of  standards  and  operating 
procedures  in  international  fora.  The  Commission’s  actions  in  the  international  area 
are  intended  to  fuel  U.S.  economic  growth  through  the  creation  of  new  businesses 
abroad  for  U.S.  companies  by  promoting  worldwide  development  of  new  wireless 
technologies  and  infrastructure  development.  We  are  encouraging  the  licensing  of 
United  States  service  providers  in  overseas  markets  and  promoting  private  invest¬ 
ment,  competition,  and  regulatory  reform  both  in  developed  and  developing  coun¬ 
tries.  The  Commission  has  played  a  major  role  in  severm  recent  discussions  with 
foreign  governments  by  advocating  the  benefits  that  accrue  from  privatization,  com- 
petuion,  and  regulatory  reform.  By  puiauing  open  communication  markets  through¬ 
out  the  world,  U.S.  companies  that  nave  firsthand  experience  in  the  competitive  en¬ 
vironment  will  benefit  dramatically. 

We  are  witnessing  an  evolution  of  convergence  of  networks  and  markets,  whether 
it  be  telephone,  broadcast,  cable,  wireless  or  satellites,  domestic  and  international. 
A  range  of  companies,  once  segregated  by  product  or  service,  will  soon  compete  to 
provide  voice,  aata,  and  video  services.  The  products  and  services  generated  can 
offer  great  benefits  to  Uie  consumer  and  the  economy.  The  movement  toward  a  com¬ 
petitive  environment,  however,  is  not  accomplished  overnight.  It  falls  to  the  Com¬ 
mission  to  be  able  to  structure  the  transition,  monitor  progress,  and  undertake  cor¬ 
rective  measures  if  the  transition  falters. 

With  each  effort,  the  Commission  balances  carefully  the  burdens  that  are  imposed 
on  industry  with  such  important  decisions.  Moreover,  we  are  also  reexamining  each 
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Commission  regulation,  process  and  procedure  to  determine  whether  it  should  exist 
or  be  scaled  back.  We  are  reviewing  the  degree  to  which  licensing  areas  can  be  per¬ 
formed  more  efficiently,  or  perhaps  eliminated,  while  ^holding  the  underlying  in¬ 
tent  of  the  law.  We  are  examining  the  number  of  offices  we  have  to  determine 
whether  any  may  be  consolidated.  We  look  forward  to  working  with  the  Congress, 
particularly  this  Committee,  in  making  the  Commission  more  emcient  and  effective. 

In  detailing,  albeit  briefW,  the  responsibilities  of  the  Commission,  I  have  sought 
to  relate  the  complexity  of  the  issues,  and  more  importantly,  the  enormity  of  the 
task  before  us.  To  execute  the  law  properly,  virtually  every  matter  involves  an  ex¬ 
tensive  analysis  of  technical,  economic  and  legal  issues.  The  substantial  financial  in¬ 
terests  at  stake  dictate  fair,  competent  and  thorough  decisions.  The  ramifications  of 
the  Commission's  actions  draw  strenuous  advocacy  from  those  affected.  That  which 
is  advocated,  while  aggressive  and  extensive,  usually  reflects  a  particular  private  in¬ 
terest,  not  the  public  interest.  Notably,  while  businesses  welcome  competition,  the 
welcome  mat  is  usually  laid  only  before  its  suppliers  and  distributors.  It  falls  to  the 
Commission  to  foster  entry  into  all  markets  so  that  the  public  interest  is  the  ulti¬ 
mate  beneficiary. 

The  Commission  has  a  fundamental  responsibility,  therefore,  not  simply  to  dis¬ 
cern  the  various  arguments,  but  to  analyze  the  law,  the  economics,  ana  uie  tech¬ 
nology  applicable  to  particular  facts;  only  then  can  reasoned  judgment  prevail  and 
the  premise  of  a  decision  be  clearly  articulated.  This  is  at  the  foundation  of  a  gov¬ 
ernment  agency's  ability  to  cany  out  its  mission,  and  to  make  that  mission  under¬ 
stood. 

To  meet  this  standard,  the  agency  draws  on  its  most  important  resource,  its  em¬ 
ployees.  The  Commission  is  comprised  of  an  impressive  cadre  of  honest,  committed, 
energetic  and  highly  competent  professional  and  support  staff  who  take  seriously 
the  responsibilities  of  the  public  trust.  The  Commission’s  capacity,  however,  to  act 
decisively,  with  clearly  articulated  rationale,  is  subject  to  extreme  strain  as  the 
quality  of  work  is  challenged  by  its  quantity.  While  telecommunications  has  grown 
tremendously,  the  Commission’s  real  resources  have  actually  decreased.  During  an 
era  of  ever  increasing  responsibilities,  the  number  of  full  time  equivalent  positions 
has  dropped  by  almost  500  positions,  from  2,200  in  fiscal  year  1980  to  1,724  in  1994, 
excluding  those  positions  added  as  a  result  of  the  1992  Cable  Act.  A  parallel  sce¬ 
nario  is  reflected  in  the  Commission’s  infrastructure,  whether  it  be  engineering 
equipment,  its  communications  capability,  its  facilities  or  the  backlogs  that  plague 
virtually  every  component  of  the  agency. 

Informal  complaints  regarding  telephone  rates  and  service  grew  to  32,024  in  1993, 
as  compared  to  16,988  in  1992.  6,656  of  these  informal  complaints  remained  pending 
at  the  end  of  1993.  While  the  average  resolution  time  is  315  days,  over  5,000  took 
over  one  year  to  resolve.  Pending  applications  for  land  mobile  service  licenses  in¬ 
creased  from  8,000  to  42,000  in  the  last  year,  doubling  the  processing  time  from 
three  to  six  months.  Private  microwave  licenses  require  up  to  80  days  for  review, 
20  days  longer  than  the  previous  year.  The  backlog  of  pending  applications  for  In¬ 
structional  Television  Fixed  Service  rose  from  251  in  1990  over  four  times  to  945 
in  1993.  Of  the  4,000  authorization  applications  in  FM  broadcasting  filed  in  1993, 
25  percent  were  contested  and  taking  24  months  to  resolve.  Finally,  while  the  Com¬ 
mission’s  efforts  to  process  requests  for  information  has  been  assisted  by  placing 
documents  on  the  Internet,  we  continue  to  face  over  4,000  requests  per  month. 

There  is  no  short  cut  method  to  analyze  the  technology,  the  economics  and  the 
law  as  they  relate  to  a  particular  issue.  The  Commission  must  have  the  resources 
to  listen,  gather  information  and  analyze  competing  views.  The  arduous  process  by 
which  our  decision  making  yields  actions  must  be  clearly  articulated,  rational  and 
comprehensive.  While  resources  alone  cannot  produce  this  result,  the  result  cannot 
be  achieved  without  resources. 

If  the  Commission  is  to  fulfill  its  responsibilities  and  the  telecommumcations  in¬ 
dustry  is  to  be  a  growing  sector  of  the  American  economy,  the  Commission  must 
have  a  larger  resource  base.  The  Commission  must  move  expeditiously  on  a  range 
of  matters.  It  must  enhance  its  capability  to  confront,  analyze  and  resolve  the  myr¬ 
iad  technical,  economical  and  legal  issues  placed  before  it.  Not  only  is  the  future 
of  a  vitfiil  industry  at  stake,  but  substantial  revenues  to  the  United  States  Treasury 
depend  upon  the  Commission's  effectiveness.  We  are  discussing  with  the  Office  of 
Management  and  Budget  how  the  request  before  you  can  be  revised.  As  part  of  that 
process  we  are  delineating  those  areas  where  the  Commission  needs  additional  re¬ 
sources,  as  well  as  examining  how  ttie  Commission’s  workload  can  be  affected  by 
possible  amendments  to  the  Taw,  the  regulatory  changes  under  consideration  and 
emerging  competition. 

Last  week,  the  Administration  submitted  to  the  Congress  an  amendment  to  the 
fiscal  year  1995  budget  relating  to  the  funding  of  a  recent  immigration  initiative. 
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In  order  to  fund  the  initiative,  the  amendment  proposes  that  the  Commission  be 
fully  funded  during  fiscal  year  1995  by  fees  assessed  against  those  entities  it  regu¬ 
lates.  This  would  r^uire  the  Commission  to  further  increase  fees  and  reflects  3ie 
overall  challenge  of  finding  sources  of  revenue  to  pay  for  the  range  of  competing  pro¬ 
grams  and  priorities.  We  look  forward  to  working  with  the  Subcommittee  as  it  ex¬ 
amines  the  issues  the  amendment  raises. 

The  tremendous  advances  in  telecommunications  are  subject  to  intense  Congres¬ 
sional  scrutiny.  Lemslation  reported  in  the  House  of  Representatives  and  pending 
in  the  Senate  would,  by  overhauling  the  Communications  Act  of  1934,  give  substan¬ 
tially  expanded  responsibilities  to  the  Commission.  S.  1822,  H.R.  3626  and  H  R. 
3636  would  do  more  than  allow  the  Regional  Bell  Operating  Companies  to  enter  pre¬ 
viously  restricted  markets.  The  bills  seek  to  introduce  or  enhance  competition  in  a 
broad  range  of  telecommunications  markets  including  local  and  long  distance.  The 
legislation  will  establish  a  comprehensive,  concrete  set  of  rules  and  guidelines,  as 
compared  to  the  present  rules  wmch  are  issued  on  a  piecemeal  basis  by  various  fed¬ 
eral  courts,  federal  agencies  and  state  authorities.  Tne  legislation  follows  a  careful 
format  for  monitored  and  related  transition  by  the  Commission  to  protect  consum¬ 
ers  from  unreasonable  price  increases  as  competitive  markets  evolve.  The  legislation 
also  includes  provisions  relating  to  education  that  provide  sig^ficant  telecommuni¬ 
cations  advantages  for  a  vital  constituency  of  our  nation,  our  children.  The  ex¬ 
panded  responsibilities  of  the  Commission  under  these  proposals  will  impact  its  re¬ 
source  needs  to  a  significant  degree. 

The  remarkable  growth  in  the  telecommunications  industry,  its  innovative  future 
and  technology  driven  markets,  along  with  pending  legislation  of  historic  propor¬ 
tions,  makes  this  a  time  of  immense  opportunity  for  &ie  Commission.  This  Sub¬ 
committee’s  support  of  its  efforts,  particularly  the  establishment  of  the  offsetting  fee 
structure  in  1993,  has  been  crucial.  It  makes  for  an  era  of  much  excitement  and 
optimism. 

This  completes  my  statement  Mr.  Chairman.  I  would  be  pleased  to  respond  to  any 
questions  you  or  the  Members  of  the  Subcommittee  may  have. 

FTE  REQUIREMENTS 

Senator  HOi^LiNGS.  Well,  how  about  impressing  us  now,  in  find¬ 
ing  out  how  many  people  you  really  need?  We  have  got  a  great  re¬ 
spect  for  the  0MB,  but  it  is  being  diminished  by  the  shenanigans 
that  continue  on  and  on  and  on,  with  different  fees  and  every  other 
gimmick. 

I  mean,  it  is  just  rhetoric.  It  is  not  realistic.  And  we  have  got  to 
make  sure  that  the  pending  legislation  that  we  hope  to  get  some¬ 
thing  by — I  do  not  know.  They  have  always  had  the  abilities,  our 
companies,  to  kill  off  a  vote.  I  tried  to  deregulate  communications 
all  during  the  seventies;  and  received  a  nice  compliment  from 
Judge  Greene  when  he  said  he  used  part  of  our  minority’s  points 
for  his  order. 

But  the  fact  of  the  matter  is,  we  could  not  do  it  in  Congress.  It 
was  not  that  Congress  was  indolent  and  apathetic.  We  thought 
things  were  going  along  just  fine.  It  was  a  situation  where  these 
are  powerful  forces  in  our  society;  and  they  can  kill  anything.  And 
it  is  hard  to  get  any  real  lemslation  through. 

But  we  are  hopeful.  And  any  kind  of  realistic  legislative  treat¬ 
ment  has  got  to  depend  on  you,  the  Federal  Communications  Com¬ 
mission.  In  fact,  that  is  the  whole  thrust  at  the  present  time  now, 
is  to  take  it  from  the  judicial  branch,  the  one-judge  administration, 
and  bring  it  into  the  people’s  entity,  the  Federal  Communications 
Commission;  and  to  measure  these  things  which  would  be  different 
in  different  regions  and  a  lot  of  rulemaking,  as  you  indicated. 

So  we  want  to  know  your  needs.  And  we  will  not  be  waiting  on 
the  0MB  to  find  out  what  they  think.  Because  they  have  already 
proposed  actions  in  the  wrong  direction.  0MB  proposed  increasing 
FCC  user  fees  for  immigration.  We  know  their  thinking  downtown. 
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So  that  being  flawed,  what  is  your  thinking?  How  many  do  we 
need? 

Mr.  Hundt.  If  we  have  our  mission  just  remaining  the  way  it  is 
now,  that  is,  if  there  is  no  additional  lemslation,  I  think  the  FCC*s 
size  needs  to  move  back  toward  the  level  it  was  at  in  approximately 
1980.  In  1980,  the  FCC  had  2,240— if  I  remember  the  number  pre¬ 
cisely — FTE’s.  That  number  was  reduced  by  about  500,  between 
1980  and  1992. 

It  was  increased  by  240,  in  order  to  take  on  the  responsibilities 
of  the  Cable  Act.  However,  outside  the  scope  of  the  duties  under 
the  Cable  Act,  the  jobs  that  we  have  to  do  which  deal  with  the  pace 
of  change,  and  the  great  growth  in  the  size  of  the  economic  sector 
that  the  FCC  is  charged  with  regulating  has  so  increased,  that  I 
think  that  that  1,740  number  needs  to  move  back  up  toward  that 
2,240  number. 

That  is  about  a  500-person  shortfall;  and  I  think  we  need  to 
move  back  up  to  that  500  additional  people.  I  do  not  think  that 
that  needs  to  be  done  in  1  year;  and  I  do  not  think  that  it  nec¬ 
essarily  needs  to  be  the  case  that,  forever,  we  need  to  go  up  to 
2,200  and  stay  there. 

I  think  we  are  dealing,  over  the  next  several  years,  with  a  real 
burst  of  economic  activity;  and  we  should  have  more  people.  But  I 
would  say  it  is  somewhere  between  where  we  are  now,  and  500 
more. 

Senator  Hollings.  That  sounds  good.  Do  you  want  to  complete 
your  statement?  Then  I  will  yield. 

Mr.  Hundt.  I  will  just  wrap  it  up  there.  I  would  like  to  rely  upon 
my  written  statement. 

Senator  Holdings.  Senator  Bumpers? 

Senator  Bumpers.  Mr.  Chairman,  I  am  surprised  that  even  you 
are  here  this  morning.  I  thought  you  would  surely  cancel  this  thing 
today. 

Senator  Holdings.  Well,  we  are  backed  up.  We  have  got  a  lot  of 
communications  here,  and  a  lot  of  appropriations  there. 

Senator  Bumpers.  Mr.  Chairman,  just  to  give  you  a  little  history. 

preservation  of  public  safety 

In  1992,  Senator  Hollings  and  I  added  language  to  your  appro¬ 
priations  bill  that  said  that  you  would  preserve  indefinitely  the  pri¬ 
ority  of  public  safety  agencies  on  the  bands  that  they  now  hold  on, 
I  guess  you  would  call  it,  the  2-gigahertz  band  of  the  radio  spec¬ 
trum. 

When  we  went  to  conference  back  there,  the  House  was  perfectly 
willing  to  accept  mine  and  Senator  Hollings*  language,  reserving 
public  safet^s  position  on  that  band.  But  the  Commission  at  that 
time  had  adopted  a  rule  identical  to  the  legislation;  so  we  dropped 
it  in  conference,  thinking  that  the  rule  would  be  just  as  good  as  the 
lemslation. 

Now,  all  of  a  sudden,  you  propose  to  take  them  off  again;  and 
give  them  5  years  on  the  band,  after  which  they  would  he  left  to 
fend  for  themselves. 

Now  you  may  or  may  not  have  been  told  by  your  staff  before  you 
came  over  here  today,  for  example,  in  my  State,  we  just  got 
through  spending  $35  million  on  a  new  State  police  radio  system 
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on  this  band.  And  obviously,  if  we  get  5  more  years’  of  use  out  of 
it,  that  will  help  some;  but  we  were  planning  on  25  to  30  years 
usage  of  this  system. 

Now,  a  State  like  mine  does  not  come  up  with  $35  million  easily. 
So,  if  you  are  going  to  say  to  the  Arkansas  State  Police — and  I  sus¬ 
pect  that  there  are  a  whole  host  of  public  safety  organizations 
around  the  country  similarly  situated — that  after  5  years,  they  can 
fend  for  themselves,  how  would  you  suggest  that  I  tell  them  that? 

Mr.  Hundt.  This  is  a  very  serious  issue.  I  have  met  with  public 
safety  representatives  in  my  4  or  5  months  on  the  job,  and  1  very 
much  understand  that  we  need  to  preserve  their  ability  to  use  the 
radio  spectrum  for  law  enforcement. 

The  competing  concern  here  is,  how  can  we  jumpstart  the  per¬ 
sonal  communications  business,  where  we  might  have  as  many  as 
100  million  new  subscribers  over  the  course  of  the  next  10  years, 
which  could  add  economic  ^owth  to  our  economy,  in  every  State 
including  Arkansas,  in  the  billions  of  dollars. 

The  problem  is  that  the  PCS  business  would  have  to  occupy  the 
exact  same  spot  in  the  band  as  some  of  the  public  safety  uses.  I 
know  the  law  enforcement  community  does  not  want  to  have  an  in¬ 
terference  problem,  having  nonlaw  enforcement  users  in  the  exact 
same  band. 

Our  current  plan  is  that  the  law  enforcement  community  should 
negotiate  moving  to  a  different  spot  in  the  spectrum;  and  if  they 
cannot  consummate  after  4  years  of  negotiations  an  agreement  that 
would  be  voluntary,  then  they  would  be  able  to  go  into  what  we  call 
mandatory  negotiation  in  that  last  year. 

An  absolute  condition  in  that  negotiation  is  that  the  law  enforce¬ 
ment  user  would  not  have  to  pay  any  costs  whatsoever  associated 
with  the  move.  New  equipment  and  all  other  costs  would  be  paid 
for  by  the  new  PCS  commercial  entity. 

Our  hope  is  that,  it  is  essentially  cost  free,  the  law  enforcement 
community  can  move;  and  at  the  same  time,  there  will  not  be  any 
disruption  of  their  ability  to  use  the  radio  spectrum  for  the  law  en¬ 
forcement  purpose. 

Senator  Bumpers.  Well,  let  me  ask  you  a  couple  of  more  ques¬ 
tions.  No.  1,  do  they  lose  some  of  their  efficiency  and  the  quality 
of  the  system,  by  being  forced  to  move?  And  No.  2,  can  you  tell  this 
committee  approximately  what  that  is  going  to  cost? 

I  mean,  5  years  from  now,  Senator  Holiings  and  I  may  or  may 
not  still  be  around;  but  you  are  going  to  be  coming  up  here  asking 
us  for  the  money,  for  the  Arkansas  State  Police,  and  everybody  else 
in  the  country. 

Senator  Rollings.  The  REA,  and  all  the  rest  of  them. 

Senator  Bumpers.  So,  how  are  we  going  to  know  what  we  are 
getting  into  here?  Can  you  give  us  some  idea  of  what  you  antici¬ 
pate  the  cost  of  this  move  will  be?  We  would  appreciate  that. 

Mr.  Hundt.  That  is  a  good  question.  The  expenses,  the  move  will 
be  paid  for  entirely  by  the  business  entities  that  buy  the  PCS  spec¬ 
trum,  in  the  auctions  that  will  start  with  the  end  of  this  year. 

PCS  AUCTIONS 

Senator  Bumpers.  You  are  planning  on  auctioning  this  band  off 
at  the  end  of  this  year? 
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Mr.  Hundt.  We  are  actually  going  to  begin  the  narrow  band  part 
of  the  auction  this  summer;  and  then  the  broad  band  part  of  the 
auction  should  follow  the  procurement  process.  That  is,  we  will  ob¬ 
tain  the  services  of  an  outside  firm  to  actually  conduct  the  auction, 
because  that  is  not  something  we  do. 

When  that  procurement  process  is  complete,  the  auction  itself 
will  commence.  Congress,  as  I  am  sure  you  know,  gave  the  FCC  5 
years  in  which  to  conduct  the  auction. 

If  we  are  successful,  as  I  just  said,  starting  the  narrow  band  auc¬ 
tion  this  summer,  we  will  have  gotten  underway  in  just  about  1 
year;  instead  of  waiting  toward  the  end  of  that  5-year  period. 

This  5-year  period  is  the  same  5-year  period  in  which  we  want 
to  see  the  law  enforcement  community  be  compensated  fully  by  the 
private  sector  for  any  move  it  might  have  to  make,  in  which  it  es¬ 
sentially  vacates  that  spectrum  so  that  the  business  users  for  PCS 
can  come  in  and  use  it  without  creating  interference. 

Senator  Bumpers.  Well,  Mr.  Chairman,  you  are  going  to  auction 
these  bands  off,  and  I  assume  it  is  going  to  bring  a  heap  of  money. 

Mr.  Hundt.  I  hope  so. 

Senator  Bumpers.  That  is  a  very  valuable  thing  you  are  auction¬ 
ing  off  People  like  Motorola  would  pay  a  fortune  to  get  into  that. 

But  now.  Senator  Rollings  and  I  have  been  around  here  long 
enough  to  know  that  you  are  going  to  take  that  money,  and  that 
money  is  going  to  go  into  the  U.S.  Treasury  now;  and  5  years  from 
now,  that  money  is  going  to  be  gone.  You  are  not  going  to  be  able 
to  set  that  money  aside  to  take  care  of  this. 

PCS  RELOCATION  COST 

Mr.  Hundt.  Well,  the  incumbents,  the  law  enforcement  users, 
will  actually  be  using  the  spectrum  until  the  private  entity  comes 
in  and  pays  the  incumbent  to  vacate  it. 

Senator  Holdings.  So  you  are  telling  me,  there  are  two 
amounts?  The  amount  you  pay  at  the  auction,  and  then  whoever 
wins  that  auction  also  should  anticipate  at  least  $35  million,  to  use 
the  Arkansas  State  Police  part  of  it? 

Senator  Bumpers.  You  do  not  seem  too  enthusiastic  about  your 
answer.  I  want  to  be  sure  you  agree,  you  understand  this. 

Mr.  Hundt.  I  agree  with  Senator  Hollings.  He  stated  it  correctly. 
The  private  entity  will  pay  the  U.S.  Government  for  the  spectrum, 
but  will  also  incur  the  obligation  to  clear  that  spectrum  of  law  en¬ 
forcement  users;  and  will  have  to  go  into  its  own  pocket  to  do  that. 

Senator  Bumpers.  Why  this  5-year  moratorium  or  period,  in 
which  they  can  continue  to  operate,  after  which  they  are  out?  Why 
do  we  have  that  language  in  the  rule? 

Mr.  Hundt.  Well,  our  thought  is  that  the  private  entity  which 
will  buy  the  spectrum  block  will  immediately  have  a  very  strong 
incentive  to  figure  out  what  law  enforcement  users  are  in  its  spec¬ 
trum  band,  and  how  it  should  negotiate  with  them. 

The  private  entity  will  go  in  there,  and  if  it  wants  to  clear  them 
right  away,  it  will  offer  more  money.  It  will  offer  special  induce¬ 
ments. 

Senator  Bumpers.  What  if  they  are  not  going  to  offer  e  nough  for 
that  particular  spot,  to  allow  them  to  set  up  another  system? 
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Mr.  Hundt.  Well,  for  4  years,  the  law  enforcement  user,  under 
those  circumstances,  woulcf  just  say,  '*No  way,”  and  that  would  be 
fine. 

Senator  Bumpers.  Why  do  you  not  change  your  rule,  then,  to 
say,  change  the  6-year  rule  to  say  they  can  negotiate,  but  if  they 
do  not  get  enough  money  out  of  it,  they  do  not  have  to  leave. 

Mr.  Hundt.  In  the  fifth  year,  they  will  have  to  leave  eventually; 
or  we  just  will  not  have  the  economic  growth  out  of  this  spectrum. 
But  in  the  fifth  year,  after  4  years  of  saying  no  in  this  negotiation, 
if  it  does  go  that  badly  and  if  they  do  not  get  offered  the  right  price 
by  the  private  user,  they  will  actually  be  ^ble  to  insist  that  they 
get  fully  compensated  for  all  of  the  cost  of  the  move.  They  will  have 
the  right  to  ao  that. 

Now,  our  thought  is  that - 

Senator  Bumpers.  I  know.  But  if  there  is  nobody  there  to  buy  it, 
how  do  you  rule  right  now  they  still  have  to  leave? 

Mr.  HUNDT.  No;  the  private  user  will  have  to  pay  them.  Under 
all  circumstances.  If  there  is  ever  going  to  be  a  move  of  that  law 
enforcement  function. 

Senator  Bumpers.  Are  you  saying  that  they  do  not  have  to  leave, 
until  the  private  user  maKes  them  that  kind  of  an  offer? 

Mr.  Hundt.  That  is  correct.  Until  they  get  their  full  compensa¬ 
tion. 


pcs  5-year  rule 

Senator  Bumpers.  Do  you  not  then  have  to  change  the  6-year 
limitation  of  your  rule,  so  that  that  is  clear?  That  is  not  clear, 
under  the  rule  right  now,  as  I  understand  it.  You  are  telling  me 
something  I  have  never  heard  before;  and  certainly,  you  would  not 
interpret  the  rule  to  say  that. 

Mr.  Hundt.  I  am  attempting  to  explicate  the  rule.  I  will  certainly 
be  happy  to  take  another  look  at  it,  and  see  if  it  needs  to  be  clari¬ 
fied  in  any  respect.  But  I  have  been,  and  we  have  all  been  meeting 
with  the  law  enforcement  community,  and  sending  the  message 
that  I  am  sending  today. 

It  may  well  be  the  case,  Senator,  and  I  cannot  predict  the  future 
in  this  respect,  but  it  may  well  be  the  case  that  with  some  law  en¬ 
forcement  users  that  they  will  find  that  they  get  offered  more  than 
the  cost  of  the  move,  in  order  to  expedite  the  move.  This  may  be 
of  benefit  to  them. 

Senator  Bumpers.  Are  you  going  to  give  them  the  extra  money, 
if  they  get  bid  more? 

Mr.  Hundt.  It  is  up  to  the  private  sector.  If  the  private  sector 
wants  to  pay  a  law  enforcement  user  more  than  the  cost  of  the 
move,  then  tne  private  entity  can  do  that. 

Senator  Bumpers.  So,  for  example,  if  we  said,  'Well,  we  have  got 
$35  million  invested,  but  we  ain't  leaving  for  less  than  $50  million 
or  $100  million,”  or  whatever? 

Mr.  Hundt.  If  it  is  worth  it,  to  the  private  user. 

Senator  Bumpers.  Are  you  telling  me  that,  in  my  case,  and  I 
think  there  are  dozens  of  cases — I  have  been  using  the  Arkansas 
State  Police,  but  there  are  dozens  of  cases — as  Senator  Hollings 
said,  the  railroads,  the  utilities,  an  awful  lot  of  people  are  in  this 
band. 
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Senator  Kerrey.  If  the  Senator  would  yield  for  a  minute? 

Does  that  not,  Mr.  Chairman,  create  a  situation  where  some¬ 
one — ^where  you  are  basically  savdng  that  if  I  happen  to  have  a  use 
in  an  area  that  is  not  consicferea  vmuable  to  a  commercial  interest, 
that  I  am  going  to  get  less  money  to  vacate  than  somebody  that 
occupies,  lives  in  an  area,  or  has  a  function  in  an  area  where  the 
maricet  is  valuing  it  at  a  higher  price? 

Mr.  Hundt.  well,  you  wul  never  get  less  than  your  cost  of  mov¬ 
ing^.  You  will  always  get  paid  the  cost  of  moving. 

Senator  Kerrey.  But  1  could  see  a  situation  where  a  rural  area 
might  end  up  with  a  lower  price,  simply  because  the  market  does 
not  bid  that  price  up  as  high  as  it  would  in  a  metropolitan  area, 
for  example. 

Mr.  Hundt.  It  is  certainly  plausible  that,  if  we  are  speaking 
about  the  prices  paid  that  are  above  the  cost  of  moving,  that  some¬ 
one  who  happens  to  occupy  a  more  valuable  piece  of  spectrum 
might  be  offered  a  higher  pnce. 

Senator  Kerrey.  If  I  get  the  bid  on,  let  us  say,  Los  Angeles  or 
Little  Rock,  I  mean,  it  seems  to  me  that  whoever  wins  the  Los  An¬ 
geles  market  is  going  to  be  willing  to  pay  a  much  higher  price  for 
that,  for  the  purpose  of  acquiring  that,  than  they  will  be  for  Little 
Rock — or  Lincoln,  for  that  matter.  And  so,  the  law  enforcement 
folks  in  Lincoln  or  Little  Rock  might  end  up  with  a  substantially 
smaller  amount  of  money  to  vacate  than  Los  Angeles, 

Mr.  Hundt.  That  is  true.  But  if  I  could  say  so,  Senator,  there 
will  be  other  factors  as  well.  For  example,  as  Senator  Bumpers  has 
mentioned,  if  you  are  a  law  enforcement  user  who  has  just  invested 
a  substantial  sum  of  money,  you  are  not  going  to  be  as  eager  to 
move  in  a  hurry;  because  you  will  be  looking  at  a  lot  of  useful  life 
for  your  equipment  that  you  have  not  yet  been  able  to  extract. 

If,  on  the  other  hand,  you  are  a  law  enforcement  user  that  has 
got  to  buy  new  equipment  anyhow,  you  might  as  well  move.  You 
might  be  more  eager  to  do  so. 

And  so  I  think  that,  in  each  separate  negotiation  between  the 
law  enforcement  user  and  the  private  sector,  there  will  be  many, 
many  different  considerations.  It  was  our  judgment  that  it  would 
be  very  difficult  for  us  to  ascertain  all  of  the  different  cir¬ 
cumstances  that  would  bear  on  these  negotiations;  and  the  best 
thing  for  us  to  do  was  to  let  the  parties  negotiate,  provided  that 
there  was  one  thing  made  clear;  the  law  enforcement  users  would 
never  get  less  than  the  cost  of  moving. 

PCS  relocation  costs 

Senator  Bumpers.  Well  now,  Mr.  Chairman,  there  are  a  couple 
of  Questions  that  we  need  to  really  nail  down. 

No.  1,  if  they  cannot  negotiate  a  price  equal  to  that,  they  do  not 
have  to  leave  the  spectrum? 

Mr.  Hundt.  In  that  last  year  of  the  5-yecr  period,  they  will  be 
able  to  demand,  and  have  a  legal  right  to,  the  cost  of  moving.  But 
in  that  last,  fifth  year,  they  would  have  to  settle  for  nothing  less 
than  100  percent  of  the  cost  of  moving. 

If  they  nad  been  previously  insisting  on  150  percent  of  the  cost 
of  moving,  they  would  have  had  to  strike  that  deal  before  the  end 
of  the  5  years. 
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Senator  Bumpers.  Do  you  mean,  before  the  end  of  the  4  years? 

Mr.  Hundt.  Well,  that  is  right. 

Senator  Bumpers.  You  are  saying,  in  the  fifth  year  then,  they 
could  demand,  they  could  demand  whatever  amount  it  is  going  to 
take  for  them  to  move? 

Mr.  Hundt.  That  is  exactly  right.  And  we  would  step  in  then, 
and  make  sure  that  they  got  that. 

Senator  Bumpers.  OK  now,  in  the  first  4  years — let  us  assume 
that  it  is  going  to  cost  them  $50  million  to  move.  And  let  us  as¬ 
sume  they  say,  ‘We  have  got  this  band;  we  do  not  have  to  give  it 
up  for  another  4  years.  We  will  get  off  now  for  $100  million.” 

Mr.  Hundt.  Yes,  sir? 

Senator  Bumpers.  Are  they  entitled  to  the  entire  $100  million? 

Mr.  Hundt.  If  they  can  persuade  the  private  user  to  give  them 
the  money. 

Senator  Bumpers.  I  am  saying,  if  they  can  strike  a  deal  with  the 
private  user  that  wants  that  band,  for  twice  what  it  would  cost 
them  to  move,  do  they  get  the  extra  money? 

Mr.  Hundt.  Yes. 

Senator  Bumpers.  And  then,  the  fifth  year,  if  a  private  user  is 
not  willing  to  give  them  a  sufficient  amount  for  them  to  move — and 
incidentally,  get  a  system  equal  to  or  superior  to  the  one  they  have; 
and  you  can  get  into  all  kinds  of  negotiations  over  what  kind  of  a 
move  this  is  going  to  be:  Is  it  going  to  be  a  good  move  for  them? 
Is  the  system  qusJity  going  to  be  higher?  And  that  sort  of  thing— 
but  what  I  am  saying  is,  if  they  do  not  get  enough  to  move  off  that 
system  and  get  another  system  that  they  think  is  as  good  or  better 
than  the  one  they  have,  they  do  not  have  to  move.  Is  that  not  cor¬ 
rect? 

Mr,  Hundt.  The  ru’e  states  that  the  new  licensee  will  pay  all  of 
the  costs  of  the  move.  And  the  facilities  to  which  the  incumbent  is 
to  be  moved  must  be  comparable  to  the  existing  facilities.  Those 
are  the  two  rights  the  incumbent  has;  and  those,  we  would  step 
in - 

Senator  Bumpers.  What  do  you  mean,  when  you  say,  comparable 
to  the  present  system? 

Mr.  Hundt.  Well,  it  is  spectrum  that  is  just  as  usable.  That 
would  be  a  way  of  deciding  whether  it  was  comparable  or  not. 

Senator  Bumpers.  Well,  would  it  be  fair  to  say  the  quality  would 
be  as  good  or  better? 

Mr.  Hundt.  Yes,  sir;  but  there  is  more  than  one  parameter  asso¬ 
ciated  with  spectrum  use.  There  are  interference  issues;  there  are 
questions  of  whether  it  is  much  more  expensive  to  exploit  the  spec¬ 
trum.  There  are  a  lot  of  different  questions;  and  it  would  not  be 
possible  for  us  to  answer  them  all  in  advance,  for  something  that 
is  5  years  out.  Because  technology  is  evolving  so  much. 

So  what  we  have  is  a  standard  that  we  would  then  apply  in  that 
fifth  year;  and  make  sure  that  the  standard  was  met,  taMng  into 
account  whatever  was  the  technolo^cal  capability  at  that  time. 

Senator  Bumpers.  Well,  Mr.  Chairman,  I  am  not  going  to  belabor 
this  any  further.  I  just  want  to  be  sure,  for  example.  I  .  am  not  try¬ 
ing  to  say  the  Arkansas  State  Police  system  can  hyack  some  pri¬ 
vate  user,  to  double  their  money. 


819 


But  1  practiced  law  long  enough  to  know  that  a  lot  of  these  words 
are  terms  of  art.  When  you  talk  about  comparable,  that  means  a 
lot  of  things.  And  I  do  not  want  them  to  just  get  their  $35  million 
back.  I  want  them  to  get  enough  to  also  pay  them  for  their  incon¬ 
venience. 

They  just  put  this  system  in;  it  has  been  on  the  line  2  years,  and 
it  took  them  about  4  or  5  years  to  build  it.  Now  all  of  a  sudden, 
somebody  comes  in  and  says,  “Well,  we  will  give  you  a  system  just 
as  good,'^and  they  have  to  start  all  over  again. 

Just  to  say,  ‘We  will  compensate  you  for  what  you  had,”  is  not 
enough.  To  say,  ‘We  are  going  to  compensate  you  for  your  system,” 
is  not  enough,  because  they  have  been  terribly  inconvenienced  by 
all  of  this.  I  do  not  want  them  to  make  a  profit,  but  I  want  them 
to  be  treated  fairly. 

Mr.  Hundt.  I  follow  you. 

Senator  Rollings.  And  who  determines  enough? 

Senator  Bumpers.  That  is  a  very  good  question. 

Senator  Rollings.  I  mean,  suppose  I  am  a  lawyer  out  there  in 
Little  Rock;  and  I  want  to  hold  up  everybody.  And  I  just  say,  “By 
God,  we  are  just  going  to  sit  tight.”  Because,  what?  I  can  appeal. 
And  you  say,  instead  of  $35  million  for  the  loss  of  service  and  in¬ 
convenience,  we  will  give  you  another  $20  million.  So  that  is  $55 
million. 

I  still  say,  “No;  that  is  not  enough.”  What  happens?  Do  we  appeal 
it  to  you,  or  the  court? 

Senator  Bumpers.  That  is  a  good  question.  Who  is  going  to  have 
the  final  say? 

Senator  Rollings.  I  am  delighted  to  see  both  of  you  gentlemen. 
Senator  Kerrey? 


regulatory  policy 

Senator  Kerrey.  Mr.  Chairman,  thank  you.  I  would  like  to  talk 
a  little  bit  about  the  regulatory  policy  in  general;  and  your  ap¬ 
proach  and,  indeed,  our  approach  to  changing  the  regulatory  envi¬ 
ronment. 

I  appreciate  very  much  your  willingness  to  do  that;  the  adminis¬ 
tration,  the  Presiaent  and  the  Vice  President,  and  Chairman  Rol¬ 
lings*  willingness,  as  well. 

As  I  look  at  the  period  of  time  from  1934  to  today,  it  seems  like 
we  basically  said  for  50  years  we  provided  a  regulatory  monopoly; 
and  we  built  the  finest  telecommunication  system  in  the  world, 
AT&T.  And  that  is  how  I  view  it. 

Now,  maybe  I  am  wrong.  Maybe  there  is  some  dispute  about 
whether  that  is  what  we  did.  But  for  50  years,  we  built  the  best 
telecommunication  in  the  world. 

Then  we  began  to  change  the  regulatory  environment,  with  di¬ 
vestiture  in  1984;  and  Judge  Greene  and  the  FCC  have  been  divid¬ 
ing  authority  ever  since.  And  the  question  occurs  today:  Row 
should  we  regulate  it?  And  how  do  we  regulate,  and  what  are  our 
purposes  for  regulating  it? 

It  seems  to  me  one  of  the  battle  cries  still  in  the  works  is  this 
idea  of  universal  access  needing,  of  course,  to  be  defined;  because 
dial  tone  is  obviously  not  an  adequate  definition  any  longer.  We 
have  to  define  what  universal  access  is. 
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I  would  point  out  to  Chairman  Hundt  that,  in  some  related  areas 
of  communication,  we  have  achieved  universal  access  without  the 
need  to  regulate  at  all. 

For  example,  I  remember  the  first  black  and  white  television  set 
that  was  in  our  home.  I  was  10  or  11  years  of  age  in  1954,  some¬ 
where  around  then;  we  watched  the  coronation  of  the  queen,  we  all 
gathered  around  the  television  set.  Well,  it  took  us  about  30  years, 
the  market  took  about  30  years,  until  we  arrived  at  a  point  where 
99  percent  of  American  homes  had  television  sets. 

Indeed,  it  is  accurate  to  say  that  more  American  homes  have  tel¬ 
evision  sets  than  have  running  water.  The  market  did  that.  I 
mean,  we  did  not  have  to  say,  well,  this  is — the  market  took  care 
of  it,  and  we  now  have  99  percent  of  the  American  homes  with  tele¬ 
vision  sets,  and  an  increasing  amount  of  access  as  a  result. 

Computers,  of  course,  are  doing  the  same  thing.  We  have  not  set 
a  regulatory  objective  that  we  have  got  to  have  a  computer  in  every 
home;  but  as  a  consequence  of  competition,  and  rather  fierce  com¬ 
petition  at  that,  both  the  quality  going  up  and  the  price  of  the 
product  is  going  down,  an  increasing  number  of  households  are 
purchasing  the  computers.  And  somewhere  around  40  or  45  per¬ 
cent,  as  I  understand  it,  are  now  in  that  category. 

What  causes  me  some  concern  is  trjdng  to  figure  out  now,  how 
do  we  move?  Because  I  understand  what  we  are  going  to  try  to  do 
is  move  from  a  partially  deregulated  environment,  where  we  have 
deregulated  in  long  distance;  and  so  that  I  have  got  a  lot  of  com¬ 
petition  in  long  distance,  amongst  long-distance  carriers. 

MANAGED  COMPETITION 

We  are  now  going  to  try  to  move  from  that  regulated  environ¬ 
ment  to  deregulate  at  the  local  loop;  and  we  are  going  to  try  to 
manage  the  movement  from  regulation  to  competition,  as  I  see  it. 

Is  that  how  you  see  it,  as  well? 

Mr.  Hundt.  I  think  so.  I  think  you  and  Senator  Hollings  have 
a  bill  that  is  a  key  effort  in  that  very  process;  it  is  a  transitional 
phase. 

And  as  you  know — ^both  of  you,  better  than  I  do,  from  your  long 
experience  on  these  issues — the  great  difficulty  is  that  consumers 
do  not  have  a  choice  now.  They  do  not  have  a  choice  for  cable  pro¬ 
gramming.  They  do  not  have  a  choice  for  local  telephony. 

They  have  some  choice  in  long  distance,  thanks  to  the  efforts 
made  by  the  Government  to  break  that  monopoly  up.  But  introduc¬ 
ing  choice  in  these  markets  is  a  very  difficult  thing;  but  if  we  do 
not,  we  will  be  denying  opportunity. 

I  would  say  we  have  a  two-point  program  at  the  FCC:  choice  and 
opportunity.  We  will  be  opening  opportunity  to  new  entrants,  and 
opportunity  for  access  to  the  markets  by  new  suppliers,  and  oppor¬ 
tunity  for  all  people  to  participate  in  the  communications  revolu¬ 
tion. 

It  is  a  very  difficult  thing,  to  introduce  choice  where  there  is  no 
choice;  and  the  incumbents  do  not  always  welcome  it. 

Senator  Rollings.  If  you  would  yield,  is  the  definition  that  we 
have  in  Senate  bill  1822  flexible  enough,  or  should  it  be  more  spe¬ 
cific? 
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In  other  words,  universal  service  is  a  chanpng,  moving  target, 
and  it  moves  not  only  over  time  but  within  different  areas  or  re¬ 
gions,  that  would  constitute  universal  service.  So  we  use  a  flexible 
approach,  for  the  definition  to  really  be  determined  at  hearings  by 
the  Federal  Communications  Commission.  Is  that  right  or  wrong? 

Mr,  Hundt.  It  is  right. 

Senator  Hollings.  Excuse  me. 

Senator  Kerrey.  That  is  fine.  For  the  record,  you  said  that  I 
have  a  bill  in.  The  chairman  has  one;  he  is  the  chairman.  He  is 
the  engine,  I  am  the  caboose,  on  Senate  bill  1822.  [Laughter.] 

Let  me  give  a  hypothetical,  because  these  things  can  get  very 
confusing,  I  think;  and  I  think  the  legislation  is  good,  but  it  can 
get  very  confusing  on  the  consumer. 

And  so,  I  live  in  Omaha,  NE,  and  I  am  a  consumer,  and  I  have 
got  a  household  there;  and  I  would  like  to  start  buying  information 
services.  Well  now,  I  have  got  a  local  telephone  company  I  do  busi¬ 
ness  with;  and  I  can  go  out  on  the  Internet  and  I  can  Wnd  of  shop 
around  out  there  and  see  what  is  out  there. 

But  in  order  to  approach  me,  you  have  got  to  approach  me 
through  the  local  telephone  company.  I  mean,  that  is  the  way  it 
works  right  now.  They  have  got  a  monopoly  franchise  and  they  op¬ 
erate  it,  and  they  provide  good  service;  and  they  are  trying  to  move 
to  a  competitive  environment.  But  it  is  still,  sort  of,  we  decide  what 
the  customer  wants. 

I  mean,  what  would  happen,  what  are  the  down  sides  in  your 
mind,  if  we  just  said,  “Look,  we  are  going  to  have  a  Le  Mans  racing 
start  here  on  January  1.  We  are  going  to  bring  the  flag  down,  and 
you  all  go  at  it.  And  if  there  is  antitrust  abuse,  and  if  there  is  re¬ 
straint  of  trade  and  unfair  practices,  we  will  deal  with  it  at  that 
time.” 

I  mean,  I  do  look  at  the  extraordina^  progress — and  I  do  think 
computers,  by  the  way,  are  driving  this  thing — and  I  look  at  the 
extraordinary  progress  in  the  last  10  years  in  the  computer  mar¬ 
ket,  and  imagine  what  would  have  happened  if  Justice  or  FCC  had 
tried  to  regulate  that? 

Or,  more  appropriately,  if  we  politicians  had  tried  to  regulate  it? 
Because,  essentially,  you  regulate  as  a  consequence  of  the  powers 
that  we  extend  to  you.  So,  I  mean,  I  just  do  not  think  we  could 
have  done  that. 

I  think  we  have  got  a  fabulous  success  story  out  there,  and  it 
causes  me  to  wonder  just  what  happens  if  you  just  let,  say,  “Let’s 
have  competition.”  I  hear  people  talldng  like  they  want  to  compete, 
and  I  question  sometimes  whether  they  do.  I  hear  them  saying 
that,  “Gee,  I  am  for  competition,  and  I  want  to  have,  well  *  *  *.* 

I  would  not  mind  saying,  “Let  us  put  them  to  the  test.”  What 
happens?  What  is  the  worst  case  scenario,  if  you  just  say,  “OK, 
boys  and  girls,  you  can  have  at  it  after  January  1.  Bob  Kerrey  and 
117  other  million  American  households  can  just,  they  are  going  to 
have  access  to  information  services,  and  they  will  go  out  and  buy 
them.” 

Mr.  Hundt.  Well,  this  Senate  bill  1822  that  Senator  Hollings  is 
the  engine  on,  as  you  said,  Senator  Kerrey,  in  fact  heads  in  that 
direction.  For  example.  Senate  bill  1822  permits  the  telephone  com¬ 
panies  to'get  into  the  video  programming  business.  It  permits  them 
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to  enter  a  market  where  there  is  no  choice  right  now,  in  99  percent 
of  all  the  communities. 

Senator  Kerrey.  But  we  are  trying  to,  we  are  trying  to  manage 
the  movement.  I  mean,  we  are  saying  with  that  legislation  that  we 
recognize  that  there  is  monopoly  at  the  local  level,  and  significant 
economic  power  that  comes  with  that  monopoly. 

And  we  are  concerned  about  what  happens  as  a  result,  to  any  po¬ 
tential  competitor;  and  so,  we  are  using  a  numerical  evaluation, 
saying  that,  “Here  is  the  market  share  that  you  have  to  give  up, 
before  you  are  able  to  go  into  interLATA,”  as  an  example.  And  it 
seems  reasonable,  by  the  way;  it  does  not  seem  like  it  is  an  unrea¬ 
sonable  thing  to  do,  to  make  that  conclusion  in  the  law. 

What  I  am  suggesting,  though,  is  that — ^not  suggesting,  I  am  say¬ 
ing  it — ^when  I  look  at  what  is  the  success  of  the  computer  market 
over  the  last  10  years,  and  their  success  at  delivering  to  market  a 
higher  quality,  lower-cost  product,  I  am  wondering  >^ether  or  not 
that  should  not  be  our  model;  ana  say,  '*We  have  got  the  message. 
You  guys  want  to  compete?  Let  us  compete.  Let  us  let  tne 
consumer  buy.” 

There  must  be  some  way  for  us  to  devise  a  system  where  infor¬ 
mation  service  companies — and  let  us  say,  for  example,  I  decide  I 
want  to  buy  my  information  services  from  Disney. 

Somebody  just  passed  me  a  note  that  said  I  was  inaccurate.  Well, 
so  what?  [Laughter.] 

That  is  my  story,  and  I  am  sticking  with  it.  [Laughter.] 

MARKET  SHARE 

Senator  Hollings.  If  the  gentleman  would  yield? 

What  we  are  sa3dng  here  is,  “Look,  the  local  Bell  companies  have 
99  percent  of  the  control  of  access  to  that  particular  region,  or  par¬ 
ticular  local  calls  for  long  distance.” 

Now,  if  I  am  chairman  of  one  of  those  Bell  companies  and  I  have 
got  99  percent — almost  100  percent — control  of  it,  and  I  receive  46 
cents  of  eve^  $1  long  distance  pays  me;  and  if  I  can  take  that  46 
cents  and  diffuse  and  confuse  it,  and  use  about  one-half  of  it  as  an 
advantage  I  think  I  would  be  ab^c  to  take  over  long  distance.  It  is 
not  bringing  them  in  and  just  letting  them  have  it,  the  fare  we 
have— and  you  are  telling  me  it  is  an  unfounded  fare — whatever  it 
is. 

But  I  think  you  could  get  a  new  chairman  of  this  particular  Bell 
company  that  I  am  chairman  of,  if  I  could  not,  by  gorh,  turn  that 
into  another  monopoly.  I  would  be  able  to  take  over  all  long  dis¬ 
tance;  and  I  have  got  control  of  all  long  distance  calls  coming  into 
my  region  now,  to  the  tune  of  99.2  percent.  And  I  get  paid  46  cents, 
almost  one-half  of  every  $1. 

And  you  say,  AT&T — ^AT&T  is  outstanding,  was  outstanding  and 
is  outstanding.  One  of  the  other  features  of  their  outstanding  oper¬ 
ation  was  we  never  were  able  to  audit  them;  we  tried.  The  FCC — 
I  know  I  have  asked  commissioners  for  27  years  now  about  it. 

And  I  can  really  take  that  46  cents*  portion  of  it,  and  hide  it 
down  into  all  of  my  records  and  everything  else.  And  I  have  got  ap¬ 
peals  in  courts  I  have  been  to,  and  everything  else.  And  after  about 
4  or  6  years,  I  will  have  it.  I  think  I  have  got  enough  money  right 
this  moment  to  buy  out  MCI  and  Sprint. 
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I  do  not  have  enough  money  right  now  to  buy  out  AT&T,  but  I 
could  put  the  chucks  in  their  wheel.  And  in  4  or  5  years,  I  would 
have  them,  too.  Is  that  an  unfounded  fear?  Is  that  stupidity?  Is 
that  right,  wrong,  or — that  is  the  real  apprehension  that  we  have 
as  cosponsors  of  Senate  Bill  1822. 

And  that  is  why  we  set  up  this  studied  approach,  of  letting  them 
do  all  these  other  things;  where  they  are  not  in  the  region,  let  them 
go  into  each  other’s  region,  and  I  hope  they  do. 

Oh,  I  have  used  the  example,  because  MCI  has  announced  they 
are  going  to  spend  a  couple  of  billion  to  get  into  local  calls,  into  the 
local  exchange.  So  they  are  coming  into  Atlanta.  And  let  us  say 
they  come  right  into  Atlanta,  the  downtown,  the  cream  part,  the 
business  areas. 

Then  we  allow  Bell  South  to  define  that  as  a  market.  They  do 
not  have  to  have  the  city;  they  do  not  have  to  have  the  county,  Ful¬ 
ton  County.  But  they  can  decide  that  at  the  market,  send  them  a 
thank  you  note,  and  then  they  would  get  into  long  distance,  too. 
And  all  the  time  they  would  pay  you. 

MONOPOLY  CONCERNS 

Now,  we  have  tried  to  make  it — I  do  not  want  to  mess  up  the 
Bell  companies.  I  mean,  they  are  the  ones  providing  our  phone 
service,  and  good  communications. 

But  I  do  not  want  them,  with  their  tendencies  and  that  kind  of 
control  and  power,  to  go  in  and  just  take  over  all  the  others,  and 
ruin  the  salutary  results  that  have  come  from  competition  in  long 
distance. 

Comment  on  that,  will  you  please?  And  tell  us  whether  we  are 
right  or  wrong,  or  how  can  we  do  better? 

Mr.  Hundt.  I  think.  Senator,  that  you  are  absolutely  right;  that 
the  access  issue,  the  control  issue,  the  bottleneck  issue,  is  very, 
very  important.  And  I  would  offer  two  observations,  by  way  of  com¬ 
ment. 

The  Wall  Street  Journal,  about  1  week  ago,  carried  on  the  opin¬ 
ion  page,  a  list  of  comments  from  industry  leaders  and  various 
other  people  on  these  questions.  And,  right  at  the  last  one  on  the 

Eage,  was  William  Baxter,  the  Reagan  administration’s  Antitrust 
division  head  who  was  in  charge  of  the  breakup  of  AT&T. 

And  he  said,  if  I  read  him  correctly,  that  there  was  a  very  serious 
concern  about  whether  the  regional  Bell  operating  companies 
would  be  able  to,  in  effect,  create  seven  different  AT&T’s;  and  that 
we  needed  to  be  very,  very  mindful  of  this.  This  is  12  years  after 
he  initiated  his  efforts  to  break  up  AT&T.  I  think  he  was  sa3dng 
he  did  not  want  to  see  that  all  go  for  naught.  That  is  what  he  said. 

Senator  KERREY.  But  if  I  set  the  RBOC’s  side  by  side  with  the 
computer  industry  for  the  last  10  years,  I  have  got  fewer  people 
worlang  for  the  RbOC’s  today  than  I  had  in  1984. 

Mr.  HUNDT,  That  is  right. 

Senator  Kerrey.  But,  look  at  the  history  of  IBM,  and  consider 
whether  or  not  we  have  the  capacity  to,  with  antitrust  action,  to 
do  good  things. 

I  mean,  IBM,  because  they  feared  that  Justice  was  going  to 
break  them  up,  licensed  the  microprocessor  to  Intel.  They  licensed 
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the  operating  system  to  Microsoft.  That  was  not  an  FCC  decision. 
They  were  responding  to  fears  of  antitrust  action. 

Senator  Lautenberg.  They  were  responding  to  fears  of  the  mar- 
ke^lace,  that  they  were  going  to  lose  their  whole  business. 

Senator  Kerrey.  Well,  that  is  quite  true.  But  I  am  saying  that, 
Senator,  they  were  responding  to  fears  in  the  marketplace;  they 
were  responding  to  fears  from  the  Department  of  Justice,  as  well, 
that  was  puttin^ressure  on  them. 

And  the  net  effect  is  that  I  now  have  two  corporations,  Intel  and 
Microsoft,  that  have  greater  market  value  than  IBM  does.  And  we 
created  lots  of  jobs,  and  we  have  driven  down  the  cost  of 
microprocessors;  and  we  have  driven  down  the  cost  of  operating 
systems. 

And  now.  Justice  is  looking  at  Intel  and  Microsoft.  It  has  poten¬ 
tial  problems,  as  well.  I  mean,  I  look  at  that  model  and  I  see  the 
number  of  jobs  we  have  created.  I  see  the  advantages  to  the 
consumer,  as  a  consequence.  And  it  just — it  gives  me  second 
thoughts  about  using  any  kind  of  a  system  where  we  try  to  manage 
this  movement  from  monopoly  to  competition,  using  anything  other 
than  just  straight  antitrust  action. 

MANAGED  COMPETITION 

Mr.  Hundt.  In  brief,  I  would  say  that  if  we  look  at  the  personal 
computer  industry  and  its  tremendous  growth,  which  was  to  some 
degree  at  the  expense  of  IBM's  hegemony  in  computers  in  this 
country,  the  key  there — if  I  might  oiler  my  own  personal  observa¬ 
tion,  Senator,  is  that  no  one  company  stood  between  the  inventor 
of  the  PC  or  the  maker  of  the  PC,  and  the  customer.  No  one  com¬ 
pany  blocked  anyone  who  invented  a  PC  from  going  out  and  mar¬ 
keting  it  to  any  customer. 

And,  because  no  one  company  had  a  bottleneck,  then  all  the  peo¬ 
ple  with  ideas  for  PC's  were  able  to  let  all  their  ingenuity  ana  all 
their  creativity  flow  into  their  business;  and  we  had  hundreds  of 
different  companies  who  had  opportunity  to  give  customers  a 
choice. 

And  if  we  had  that  situation  in  the  local  telephone  market  or  in 
the  cable  market,  things  would  be  a  lot  easier.  But  that  is  not  the 
situation.  We  have  bottlenecks  in  the  video  market  and  in  the  local 
telephone  market. 

Senator  Kerrey.  The  point  I  am  trying  to  make,  Mr.  Chairman, 
just  has  to  do  with  whether  or  not  there  is  a  simpler  approach  to 
determining  whether  or  not  somebody  is  abusing  their  market 
share;  if  there  is  not  a  simpler  way  to  do  it?  I  do  not  know,  I  mean, 
I  am  not  suggesting  that  I  have  reached  a  conclusion  that  there  is; 
but  I  am  just  surfacing  some  real  doubts. 

I  mean,  I  think  there  are  more  jobs,  more  economic  opportunity, 
more  solutions  to  health  care  education,  governmental  problems, 
that  will  come  as  a  consequence  of  growth  in  the  telecommuni¬ 
cations  market;  and  I  do  not  want  to  do  something  to  slow  that 
down.  I  do  not  want  to  do  something  that  is  going  to  slow  down 
that  process. 

And,  as  a  consequence,  I  am  challenging  assumptions  that  I  have 
been  using  to  base  my  own  policy  on. 

Senator  Rollings.  Senator  Lautenberg? 
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Senator  Lautenberg.  Thank  you  very  much.  Senator  Kerrey 
could  not  be  more  right. 

I  chimed  in,  because  IBM  was  forced  by  various  consent  agree¬ 
ments  to  open  up  their  market.  They  had  a  service  bureau  division; 
they  were  only  renting  equipment.  They  were  forced  to  go  to  the 
sales  market,  ^ere  were  all  kinds  of  things;  plus,  as  the  chairman 
here  mentioned,  the  technology  just  overcame  them.  And  I  saw  it 
firsthand,  in  my  former  iterations. 

As  a  matter  of  fact,  my  company  was  offered  25  percent  of  MCI 
in  its  early  stages.  I  do  not  remember  the  exact  price;  but  I  think 
it  was  something  about  $30  million  or  $40  million,  to  buy  25  or  30 
percent.  I  knew  the  damn  thing  was  not  going  anywhere,  so  we  did 
not  do  it.  [Laughter.] 

We  tried,  we  just  could  not  get  it  together.  But  who  was  know¬ 
ing?  Few  but,  maybe,  Mr.  McGowan — may  he  rest  in  peace — had 
the  vision  to  see  what  the  possibilities  were,  to  compete  against  the 
giants  of  the  world.  You  talk  about  monopolistic  practice?  Well  any¬ 
way,  so  there  is  hope  out  there  for  creating  and  inventing. 

EXPANSION  OF  SERVICE  TO  NEW  JERSEY 

Mr.  Chairman,  one  of  the  things  I  wanted  to  touch  base  with  you 
on  is,  I  come  from  New  Jersey,  as  you  know;  and  we  are  the  ninth 
largest  State  in  the  country. 

We  are  a  State  that  produces,  is  third  in  tax  production  amongst 
the  States  of  the  country;  a  very  highly  technology-based,  inven¬ 
tion-based  State,  with  pharmaceutics  industry,  AT&T,  Bell  Labs, 
you  name  them.  One  or  the  things  that  we  suffer  from  is  a  lack  of 
TV  presence  of  our  own  stations. 

We  have  one  station.  It  is  WWOR,  in  a  very  lucrative  market¬ 
place.  And  you  talk  about  discriminator  pricing.  If  you  want  to 
Duy  advertising— even  campaign  advertising,  and  that  is  just  an 
aside — that  you  get  one-third  of  your  investment  in  exposure.  It  is 
kind  of  lopsided,  and  I  wonder,  Mr.  Chairman,  whether  or  not 
there  are  opportunities  to  expand  the  spectrum  in  some  way,  with¬ 
out  forcing  everybody  into  purchasing  dishes  and  that  kind  of 
thing. 

Are  there  chances  to  get  licenses,  specifically  geared  toward  serv¬ 
icing  the  State  of  New  Jersey?  How  so?  Can  it  be  VHF,  UHF? 
What  are  the  possibilities,  in  your  view,  for  expanding  the  oppor¬ 
tunity  there? 


ANCILLARY  USE 

Mr.  Hundt.  That  is  an  interesting  question.  One  of  the  opportu¬ 
nities  for  expanding  business  possibilities  for  broadcast,  for  exam¬ 
ple,  is  the  notion  of  ancillary  use  of  the  spectrum,  as  we  approach 
the  high  definition  television  question. 

The  Grand  Alliance,  the  industry  consortium  that  is  coming  to 
agreement  on  standards,  should  be — toward  the  end  of  this  year 
and  on  into  the  spring  of  next  year — ^bringing  to  the  FCC  various 
issues  for  standard  setting.  And  we  may  well  receive  guidance  from 
Congress  before  then  on  this  particular  question. 

But  it  may  well  be  that  the  broadcasting  community  in  general 
will  be  able  to  look  to  ancillary  uses  of  the  spectrum,  pursuant  to 
part  of  our  HDTV  ruling.  So  that  could  help,  for  example. 
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And  there  are  possibilities  that  such  ancill^  uses  would  include 
what  they  call  dynamic  scaleability:  the  ability  to  send  more  than 
one  channel.  Whereas,  today  there  is  only  one  simal. 

And  so,  for  example,  WwOR  in  Secaucus  mi^t  be  able  to  more 
completely  provide  loc^  news  coverage  to  different  communities  in 
New  Jersey,  if  the  dynamic  scaleability  is  viable  and  is  otherwise 
consistent  with  the  public  purposes.  That  could  well  be  a  terrific 
thing  for  the  people  of  New  Jersey  who— I  know  you  are  right,  Sen¬ 
ator — have  long  suffered  from  being  too  close  to  the  m^or  metro¬ 
politan  areas  that  are  not  in  New  Jersey,  and  so,  consequently, 
nave  not  had  the  diversity  of  broadcast  sources  that  many  other 
States  enjoy. 

Senator  Lautenberg.  We  will  continue  to  pursue  it.  It  is  some¬ 
thing  that  I  am  anxious  to  try  to  get  to  do.  Mr.  Chairman,  thanks 
very  much. 

Senator  Rollings.  Thank  you.  As  I  remember,  Delaware  was  the 
first  State;  and  they  are  the  only  State  that  still  does  not  have  a 
TV  license. 

Senator  Lautenberg.  If  they  give  us  one  in  south  Jersey,  we  will 
take  care  of  Delaware.  [Laughter.] 

Senator  Rollings.  Thank  you  a  lot.  Senator  Stevens? 

Senator  Stevens.  The  chairman  says  I  do  not  have  Alzheimer’s; 
I  have  “Sometimers.”  And  this  is  one  of  those  days.  [Laughter.] 

future  regulation 

I  thank  you  for  your  courtesy.  In  our  exchange  of  letters,  as  I 
told  you,  I  do  not  intend  to  become  a  pen  pal,  but  I  am  fairly  wor¬ 
ried  about  the  legislation  pending  before  the  other  committee  that 
the  chairman  is  chairman  of  and  we  both  serve  on.  I  do  not  want 
to  go  into  too  much  of  that  right  now. 

I  would  rather  use  this  time  to  go  into  the  question  of  how  much 
your  people  are  tracking  those  people  who  are  thinking  like  George 
Gilder  is;  for  instance,  that  we  may  end  up  by  reflating  the  indus¬ 
tries  that  are  on  the  severe  decline,  and  not  understanding  the  in¬ 
dustries  that  are  going  into  rampant  expansion. 

As  you  know,  he  postulates  that  both  telephone  and  television 
are  on  their  way  down;  and  that  the  PC — particularly  the  multi- 
media  type  PC  with  the  options  that  are  available,  and  radio  con¬ 
nections  through  the  Internet  concept  or  some  similar  concept — will 
wind  up  with  the  personal  selection  capability  for  each  individual. 

I  am  entranced  by  many  of  the  things  he  is  saying;  particularly, 
Mr.  Chairman,  because  I  have  a  daughter  in  Kenai,  AK,  who  is 
teaching  first  grade  children  how  to  run  computers.  And,  by  the 
time  they  come  out  of  the  eighth  grade,  they  are  totally  computer 
capable  now.  That  is  not  our  generation;  but  the  generation  coming 
is  going  to  be  much  more  a  user  of  computer  services,  and  com¬ 
puter  services  that  are  available  on  a  very  wide  scale,  than  any  of 
the  current  ones. 

Rave  you  read  any  of  this  stuff,  in  Forbes  and  other  places?  Are 
we  just  in  the  process  now  of  increasing  regulation  over  the  media, 
that  we  seem  to  be  worried  about  cable  over  there,  and  television 
and  telwhone,  without  readly  seeing  where  the  country  is  going? 

Mr.  HUNDT.  Well,  Senator,  we  certainlv  do  not  aspire  to  do  that. 
For  example,  we  eliminated — in  one  of  the  decisions  we  made  just 
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a  couple  of  weeks  ago— certain  regulations  involving  the  cellular 
telephone  industxy. 

We  would  hope  to  continue  that  process;  and,  if  we  are  able,  just 
by  way  of  an  example  that  is  responsive  to  your  question,  if  we  are 
aole  in  PCS  to  jumpstart  real  competition  in  mobile  telephony, 
then  we  can  get  lots  of  choice  for  consumers.  And  we  should  be  able 
to  reduce,  hopefully,  all  the  way  to  zero,  any  regulatory  burden  on 
the  wireless  industry. 

You  and  I,  as  you  know,  had  the  pleasure  of  participating  in  the 
first  cellular  telephone  call,  to  Barrow,  AK,  the  most  northern  point 
to  which  a  cellular  telephone  call  has  ever  been  made. 

But  my  view  is,  it  would  not  be  fair  for  the  people  in  Barrow  to 
lust  have  one  choice  for  where  to  go  to  get  cellular  telephones.  You 
know,  the  right  result  here  is  for  us  to  mve  them  choice  for  mul¬ 
tiple  providers;  and  when  they  have  got  that  choice,  then  the  regu¬ 
lation  issue  becomes  very  minimal.  We  can  back  away  entirely. 

But  I  think  we  are  going  to  need  to  do  some  things,  as  policy¬ 
makers;  and  I  think  that  Senate  Bill  1822  is  an  example  of  one  of 
the  things  that  needs  doing,  to  help  promote  choice,  so  that  we  can 
get  out  of  the  regulation  business  and  get  competition  into  all  of 
these  markets. 

SPECTRUM  VALUES 

Senator  Stevens.  Well,  I  was  the  author  of  the  spectrum  legisla¬ 
tion;  and  now  it  is  reported  to  be  worth  an  income  of  somewhere 
in  excess  of  $10  billion  for  the  Government.  And  when  Gilder  says 
to  you,  “Do  not  bother.  Do  not  bother,  because  the  value  is  not 
going  to  be  there,”  have  you  looked  at  that?  You  probably  know 
better  than  I,  what  he  is  talking  about. 

But  with  the  invention  of  the  new  radio  concepts  in  broad  band 
radio,  and  the  interface  with  things  like  Internet  and  the  fabulous 
growth  of  the  Internet  connections,  he  says,  by  the  time  you  get 
there  and  we  are  all  ready  to  sell  spectrum,  people  are  not  going 
to  be  waiting  in  line  as  they  were  3  years  ago. 

Is  anyone  over  there  now  thinking  about  those  things,  and  trying 
to  say,  “Is  Gilder  right”?  He  was  very  right  in  “Life  After  Tele¬ 
vision,”  I  am  sure  you  know,  the  book  he  wrote  has  almost  come 
true. 

Mr.  Hundt.  He  is  certainly  a  very  farsighted  person.  I  had  the 
pleasure  of  meeting  with  him  and  talking  about  some  of  these  is¬ 
sues. 

Senator  Stevens.  And  he  is  not  alone. 

Mr.  Hundt.  He  is  not  dlone.  But  he  is  also  not  joined  by  every¬ 
one.  What  George  has  written  about  is  pretty  well  known,  I  have 
found,  in  the  community  of  people  who  are  interested  in  bidding  in 
PCS.  They  have  taken  into  account  what  he  has  said,  and  they  still 
seem  willing  and  able  to  pay  substantial  sums  for  PCS  licenses. 

It  may  well  be  that  what  George  Gilder  was  talking  about  relates 
to  events  that  may  occur  in  distant  years;  but  between  now  and 
those  distant  years,  we  have  a  chance  for  terrific  economic  growth 
because  of  the  auction  legislation  that  you,  indeed,  are  one  of  the 
parents  of. 

And  that  terrific  economic  growth  could  lead  to  80,  100  million 
cellular  telephone,  mobile  telephone  PCS  users  in  this  country,  be- 
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fore  the  events  that  Gilder  has  prophesied  are  demonstrated  to  be 
true  or  not  true. 

Senator  Stevens.  I  read  Secretary  Brown’s  speech,  where  he  re¬ 
marked  about  AT&T’s  prediction  in  1980  that  there  would  be  1  mil¬ 
lion  cellular  users  by  the  year  2000.  Of  course,  there  are  24  million 
already. 

And  Secretary  Brown  made  his  point;  but  on  the  other  hand,  I 
am  not  sure  anyone  is  out  there  listening  to  the  fact  that  people 
may  not  be  connecting  through  a  telephone  system  to  those 
handheld  mobile  telephones;  that  they  will  be  back  to  radio, 
through  their  own  PC  at  home. 

Now,  all  I  am  saying  is — ^and  I  understand,  before  I  came  in,  you 
have  asked  that  we  support  the  concept  of  getting  additional  peo¬ 
ple — I  personally  believe  that  you,  above  all  places  in  the  country, 
ought  to  have  more  people.  But  I  would  hope  some  of  those  people 
would  be  joining  those  who  are  trying  to  see  around  the  comers. 

Because  we  seem  to  have  the  habit,  in  this  country,  of  really  get¬ 
ting  down  to  the  point  where  we  are  really  reflating  those  people 
just  about  ready  to  go  out  of  business.  And  if  he  is  right,  many  of 
the  things  that  my  children’s  generation  have  taken  for  granted, 
their  children’s  children  will  not  want  to  even  fool  with. 

It  will  be  the  same  thing  as  my  old  profession,  the  dial  radio  that 
sits  on  my  desk.  It  was  a  wonaerful  thing  in  1935.  Now,  not  too 
many  people  are  using  those. 

And,  if  Gilder  is  right,  we  are  going  into,  really,  a  revolution  in 
terms  of  the  basic  forms  of  communication.  And  I  would  hope  that 
we  do  not  spend  all  our  monev  selling  spectrum,  despite  the  fact 
that  it  was  one  of  our  ideas  here,  to  people  that,  as  I  said,  are 
going  to  go  out  of  business;  and  not  pay  attention  to  the  needs  of 
the  people  that  are  trying  to  go  out. 

INTERNET 

Let  me  just  ask  you  this  particular  question:  Do  you  have  any 
relationship  with  Internet  at  all? 

Mr.  Hundt.  I  beg  your  pardon? 

Senator  Stevens.  Do  you  have  any  relationship  with  Internet  at 
all? 

Mr.  Hundt.  Yes;  we  are  connected  to  Internet.  In  fact,  we  are 
getting  4,000  inquiries  a  week  over  the  Internet,  for  information 
the  FCC  makes  publicly  available. 

Senator  Stevens,  well,  we  all  now  have  our  press  releases  and 
public  statements  available  on  Internet;  but  you  do  not  regulate  it? 

Mr.  Hundt.  Regulate  it?  No;  I  beg  your  pardon;  not  directly. 

Senator  Stevens.  Well,  they  are  signing  up,  what?  Another, 
what?  Something  like  1  million  people  a  month  now? 

Mr.  Hundt.  Yes;  the  Internet,  in  many  respects,  uses  the  tele¬ 
phone  network. 

Senator  Stevens.  I  understand  that,  in  many  respects.  But  they 
also  use  a  lot  of  other  systems.  And  I  am  not  suggesting  that  you 
regulate  them,  because  I  think  it  would  be  almost  impossible,  as 
I  understand  it.  And  I  have  got  Internet  in  my  house.  The  reason 
I  have  it  is,  my  12-vear-old  daughter  wanted  it. 

Now,  when  you  look  at  these  things,  I  think  that  we  may  be  on 
the  wrong  track.  We  may  be  on  the  wrong  track  of  thinking  so  hard 
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about  the  evils  of  the  Bell  companies;  and  they  may  find  that  their 
net  is  going  to  be  falling  off  very  quickly,  if  Gilder  and  the  other 
pecmle  are  right.  We  ought  to  get  those  people  from  his  institute 
in  Seattle  in  sometime,  Mr.  Chairman,  and  listen  to  them.  I  think 
you  had  some  people,  at  one  meeting  I  was  at,  where  he  was  just 
talking  recently. 

Last — as  I  said,  I  was  not  going  to  get  into  the  overall  business 
of  the  other  committee,  but  I  did  introduce  a  title  VII,  or  brought 
forth  a  title  VII  for  the  chairman's  bill.  And  particularly,  people 
from  the  West  are  very  interested  in  it.  Have  you  had  a  chance  to 
look  at  that  yet? 

Mr.  Hundt.  Yes. 


CARRIER  OF  LAST  RESORT 

Senator  Stevens.  I  would  hope  that  you  and  the  Department  of 
Justice  would  give  us  your  views  on  that.  I  said,  when  you  were 
before  the  other  committee,  how  worried  I  am  about  the  concept  of 
the  carrier  of  last  resort  which,  today,  Mr.  Chairman,  is  established 
when  an  entity  withdraws  from  serving  a  community  that  it  is 
serving  now,  as  I  understand  it. 

Whereas,  what  we  are  looking  for,  as  we  find  carriers,  in  this 
real  competitive  era  we  are  coming  into  now,  may  well  enter  an 
area;  and  as  a  result  of  it,  the  existing  carrier  has  to  for  economic 
reasons  withdraw.  And  the  question  is,  “Who  is  the  carrier  of  last 
resort?” 

Under  the  current  concept,  the  FCC  could  keep  the  carrier  that 
is  there  in  place,  and  say  he  must  continue  to  serve.  But  it  has  no 
right  to  deal  with  the  new  competitor  coming  in  and  saying,  ‘You 
in  fact  now,  because  you  have  more  than  50  percent  of  the  busi^ 
ness,  you  are  now  the  carrier  of  last  resort  for  the  future.  You  are 
the  one.  If  you  withdraw,  you  have  to  continue  service.” 

I  do  not  know  that  we  have  ever  gone  to  the  concept  of  dealing 
with  a  competitive  world,  in  terms  of  carrier  of  last  resort.  The  car¬ 
rier  of  last  resort  came  out  of  the  era  of  monopoly.  And  yet,  if  we 
are  going  into  an  era  of  competition,  someone  has  to  be  the  gate¬ 
keeper  as  people  rush  away  from  a  failing  area  where  the  econo¬ 
mies  are  going  down. 

And  you  are  talking  about  my  State,  when  you  talk  about  that. 
The  eras  of  heavy  mineral  development,  of  oil  and  gas  exploration 
and  development,  of  ^eat  fisheries'  years,  all  of  those  now  are 
going  downhill;  and  they  are  leaving  towns  without  basic  econo¬ 
mies.  And  we  are  worried  about  the  adequacy  of  telecommuni¬ 
cations  service,  and  the  quality  of  that. 

I  am  running  on  at  the  mouth.  But  I  tell  you,  the  carrier  of  last 
resort,  to  me,  does  not  mean  just  voice  service,  just  quality  of  voice 
service  going  back  to  the  turn  of  the  century.  It  means  the  quality 
of  service  that  is  available  in  any  other  place.  If  they  are  going  to 
be  able  to  rebuild  an  economy,  tney  have  to  have  the  full  scale  of 
Quality  services  dealing  with  digital  and  all  of  the  capability  for 
aata  transmission  that  the  very  prosperous  areas  of  the  country 
have. 

Now,  I  do  not  see  anything  forthcoming  yet — ^with  due  respect — 
from  your  agency  or  Justice,  saying  how  important  are  these  things 
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to  the  future,  as  far  as  you  are  concerned.  Are  you  going  to  address 
those? 

Mr.  Hundt.  They  are  very  important,  indeed.  I  think  that  they 
are  completely  within  the  scope  of  the  flexible  definition  of  univer¬ 
sal  service  that  is  in  Senate  Bill  1822,  that  the  chairman  and  I  dis¬ 
cussed,  I  believe,  just  before  you  came  in. 

Senator  Stevens.  With  due  respect,  that  takes  hearings.  People 
have  to  hire  lawyers,  and  come  back  and  appear  before  the  FCC 
and  challenge  one  of  these  near-monopoly  carriers,  in  order  to  get 
that  kind  of  decision.  That  means  the  people,  by  definition,  who  are 
now  in  a  failing  portion  of  the  economy  have  the  burden  of  coming 
to  get  the  decision. 

Why  should  we  not  make  that  decision  as  a  matter  of  policy  here 
in  Congress,  if  we  are  going  to  pass  legislation  like  this  and  estab¬ 
lish  the  principle  that  it  would  take  you  years  to  establish  through 
decisionmaking  in  the  FCC?  Am  I  on  the  wrong  track  there? 

Mr.  Hundt.  You  are  certainly  right.  We  have  exercised  oversight 
of  this  issue,  in  copjunction  with  the  States,  for  many  years. 

Senator  ROLLINGS.  Senate  Bill  1822,  if  you  would  yield,  gives  you 
that  authority.  The  FCC  has  authority  over  the  common  carrier; 
but  under  Senate  Bill  1822,  they  can  extend  it  to  any  and  all  com¬ 
ing  into  that  region,  that  responsibility  of  carrier  of  last  resort. 

Senator  Stevens.  I  understand  that,  and  I  congratulate  you;  it 
does.  But  it  gives  them  the  authority  to  do  it,  after  very  expensive 
proceedings;  and  by  definition,  the  towns  that  are  going  to  be  suf¬ 
fering  and  want  a  carrier  of  last  resort  application,  are  the  very 
places  that  are  not  going  to  be  able  to  afford  a  long,  18-month,  2- 
year  litigation. 

By  the  time  that  comes  around,  then,  we  are  in  a  position  where 
the  failing  carriers  have  been  ordered  by  you  to  stay  in  place  and, 
by  definition,  service  is  deteriorating,  the  incoming  highly  competi¬ 
tive  carrier  is  still  high  grading  the  business  and  enjoying  a  great 
bottom  line. 


define  universal  service 

Now,  somehow  or  another,  I  think  we  ought  to  lay  down  a  mark¬ 
er  in  Congress  as  to  who  is  the  carrier  of  last  resort  in  most  cir¬ 
cumstances?  How  do  you  define  universal  service,  in  terms  of  the 
quality  of  service?  What  does  it  mean?  L'oes  it  mean  state-of-the- 
art  telecommunications  and  availability  of  multiple  media  service 
concepts? 

Today,  I  think,  under  the  chairman’s  bill,  you  could,  in  fact,  on 
a  case-by-case  basis  establish  in  time  all  of  the  things  that  we 
could  write,  if  we  wanted.  Now,  that  is — I  am  seeking  for  us  to  lay 
down  some;  and  they  are  not  that  specific.  But  they  are  more  spe¬ 
cific  than  the  chairman’s  universal  service  concept,  and  the  articu¬ 
lation  of  your  policy. 

And  I  would  urge  you  to  give  us  a  chance  to  have  your  views  and 
Justice’s  views.  Justice  did  testify  on  title  VII. 

And  again,  that  is  not  the  subject  of  the  hearing  today,  but  I  took 
advantage  of  it  to  come  over  and  talk  to  you  about  it.  So,  thank 
you  very  much,  Mr.  Chairman. 
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PCS  AUCTIONS 

Senator  Hollings.  The  PCS  auctions,  now,  you  are  reconsidering 
the  PCS  rule.  Does  that  delay  the  auctions?  The  deadline  is  Au¬ 
gust.  It  is  just  3  months  away. 

Mr.  Hundt.  No,  sir;  the  auction  itself,  three  things  must  take 
place:  We  must  finish  the  reconsideration  of  the  allocation;  then  we 
must  set  the  rules  for  the  auction;  €md  then,  we  have  to  conduct 
the  auction. 

Senator  Hollings.  And  you  are  going  to  do  all  of  that,  before  Au¬ 
gust? 

Mr.  Hundt.  We  are  going  to  do  the  first  two  things  much  before 
August.  But  for  the  broad  band  PCS  that  we  are  speaking  about, 
the  large  auction,  we  are  going  to  have  to  put  out  a  request  for  a 
contractor  to  come  in  and  help  us  with  conducting  the  auction;  and 
that  is  going  to  be  a  procurement  process,  which  is  underway  right 
now,  which  probably  will  not  be  able  to  be  completed  under  the 
procurement  regulations  until  toward  the  end  of  the  year. 

The  auction  that  will  be  conducted  this  summer  is  of  narrow 
band.  Now,  with  respect  to  narrow  band,  we  have  already  finished 
the  allocation.  We  have  already  finished  deciding  the  kind  of 
auction - 

Senator  Rollings.  The  broad  band  will  not  take  place  until  next 
year? 

Mr.  Hundt.  It  will  begin  at  the  end  of  this  year.  It  may  continue 
on  to  next  year,  because  there  are  so  many  different  markets  and 
licenses  to  auction;  but  it  will  commence  toward  the  end  of  this 
year.  The  narrow  band,  the  auction  itself,  will  be  conducted  this 
summer. 


CABLE  RULES 

Senator  Rollings.  While  we  are  into  some  of  these  things,  I 
want  the  record  to  show  that  you  are  doing.  There  has  been  an  en¬ 
vironment  created  in  the  editorialized,  so-called  news,  that  by  issu¬ 
ing  cable  TV  rules  that  somehow  the  FCC  has  arbitrarily  come  in 
and  stultified  any  kind  of  development  of  competition,  or  the  devel¬ 
opment  of  an  information  superhighway. 

Since  you  were  not  here,  I  did  not  cosponsor  that  cable  TV  bill, 
in  its  initial  stage.  I  had  always  been  with  those  folks.  What 
caused  me  to  vote  in  support  of  those  particular  regulations  is  that 
the  prices  were  going  up  in  a  monopolistic  fashion,  three  times 
greater  than  inflation,  and  it  was  proved,  that,  categorically;  and 
it  took  a  long  time  for  the  FCC  to  get  a  decision  out  of  us. 

It  took  4  years  to  get  that  bill  passed;  and  then  when  it  did,  it 
was  just  a  little  tap  on  the  hand,  and  it  did  not  really  do  what  you 
have  done.  I  think  you  have  acted  properly  under  the  direction  of 
the  Congress  to  run  a  fair  FCC,  starting  in  the  rule,  the  rules  and 
regulations;  you  are  fulfilling  the  directive  as  enunciated  by  Con¬ 
gress  after  4  years  of  hearings  and  debate.  So  let  that  be  on  the 
record. 

With  respect  to  television  violence,  we  can  protect  children.  It  is 
a  compelling  State  interest.  We  have  got  that  cable  TV  bill.  Can 
you  determine  what  is  the  least  restrictive  means  of  protecting 
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children?  That  is  what  the  court  says  we  have  got  to  do.  And  do 
you  think  the  FCC  can  do  that? 

Mr.  Hundt.  I  think  we  could  do  that. 

OFFSETTING  COLLECTIONS  FROM  FEES 

Senator  Rollings.  With  respect  to  the  fees,  now.  Last  year,  we 
said,  “Let  us  raise  fees.”  So  that  was  to  yield  $60  million;  and  in 
1995, 1  think,  some  $95  million. 

As  I  understand  it,  the  FCC  has  not  yet  collected  any  of  those 
fees  this  year;  and  we  are  only  dealing  with  estimates  at  the 
present  time.  What  is  your  estimate  of  the  collections  this  year? 

Mr.  Hundt.  It  is  still  $60  million. 

Senator  Rollings.  All  right.  We  are  on  target  there.  How  about 
for  next  year,  on  those  fees?  Is  it  $95  million? 

Mr.  Hundt.  That  is  right. 

Senator  Rollings.  All  right,  we  are  going  to  have  a  tough  time 
getting  those  mon^s  in;  much  less  any  kind  of  additional  moneys 
for  immigration.  Tne  exemptions  that  we  had  in  the  appropria¬ 
tions,  a  number  of  bill  lanraage  restrictions  regarding  minority  and 
women  ownership  of  broadcast  licensing;  reserving  the  VHF  chan¬ 
nels  for  educational  television. 

And  you  are  proposing  that  we  delete  those  provisions? 

Mr.  Hundt.  I  am  sorry.  You  have  got  me  there.  Senator. 

Senator  Rollings.  You  have  left  tnem  out,  in  your  request.  They 
should  not  be  deleted.  They  have  been  in  there  since  1987,  for  the 
past  7  years. 

It  seems  like  a  Democratic  administration  under  Clinton-Gk>re 
would  be  asking  for  those  kind  of  things,  rather  than  deleting 
them. 

I  can  see,  you  are  not  quite  sure. 

Mr.  Hundt.  You  will  have  to  indulge  me  on  that;  and  I  will  re¬ 
spond  to  you  in  writing. 

[Clerk’s  note. — ^The  information  is  contained  in  the  response  to 
Chairman  Rollings’  questions  for  the  record.] 

EBS  standards 

Senator  Rollings.  You  are  updating  standards  for  the  national 
emergency  broadcast  system,  EBS.  Now,  we  have  had  that  ongoing, 
in  South  Carolina;  and  we  have  been  waiting  for  the  FCC  to  make 
its  decision.  That  is  vital.  With  Hurricane  Hugo  that  we  had,  we 
got  them  all  together;  they  got  it  all  worked  out,  and  we  are  just 
waiting  on  the  bureaucracy,  the  FCC.  What  is  the  holdup? 

Mr.  Hundt.  It  should  be  out  pretty  soon.  The  holdup  has  not 
been  that  it  has  been  held  up,  as  much  as  v/e  have  been  meeting 
with  small  broadcasters  and  cable  operators;  because  we  are  con¬ 
cerned  about  their  concern  that  they  not  face  extra  costs  that  are 
really  beyond  what  they  can  bear. 

In  terms  of  the  big  cable  operators  and  the  big  broadcaster,  this 
is  not  so  much  of  an  issue.  But  if  we  are  going  to  have  a  one-size- 
fits-all  system,  where  we  are  including  sm^l  broadcasters  and 
small  cable  operators  who,  of  course,  are  often  the  only  providers 
in  their  communities,  we  do,  I  think,  Mr.  Chairman,  need  to  listen 
to  their  concerns  about  cost. 
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We  are  coining  pretty  close  to  the  end  of  that  process,  and  I  am 
very  hopeful  that  we  will  be  able  to  find  the  right  balance  here,  be¬ 
tween  the  emergency  needs  and  the  costs. 

Senator  Rollings.  When  do  you  contemplate  that  being  the 
case? 

Mr.  Hundt.  Within  the  next  1  to  2  months,  we  should  be  fin¬ 
ished  with  this. 


ADDITIONAL  COMMITTEE  QUESTIONS 

Senator  Rollings.  Very  good.  Well,  we  appreciate  your  appear¬ 
ance  here  today. 

I  have  got  some  other  questions  that  we  will  want  to  enter  into 
the  record. 

Mr.  Rundt.  It  is  very  kind  of  you  to  invite  me. 

[The  following  ^estions  were  not  asked  at  the  hearing,  but  were 
submitted  to  the  Commission  for  response  subsequent  to  the  hear¬ 
ing:] 


Questions  Submitted  by  Senator  Ernest  F.  Hollinos 

TELECOMMUNICATIONS  REWRITE— BUDGET  IMPACTS 

Question.  Your  testiinony  indicates  that  various  proposals  to  overhaul  the  Tele¬ 
communications  Act  will  have  budgetary  impacts  on  the  Commission. 

Could  you  be  specific?  What  are  vour  estimated  resource  impacts? 

Answer.  Severed  of  the  pending  legislative  proposals  would  have  far-reaching  im¬ 
plications  for  the  U.S.  telecommunications  industry,  particularly  proposals  that  are 
intended  to  promote  competition  in  the  markets  for  local  telephone  and  video  serv¬ 
ices.  If  enacted,  these  bills  could  require  the  Commission  to  ensure  that  competition 
develops  in  these  markets  in  a  manner  that  is  consistent  with  the  public  interest, 
convenience,  and  necessity. 

As  presently  drafted,  uie  various  proposals  would  assign  to  the  Commission  a 
number  of  specific  responsibilities,  including  the  commencement  of  a  substantial 
number  of  new  proceedings,  such  as  Federal/otate  Joint  Boards,  Notices  of  Proposed 
Rulemaking,  adopting  regulations,  conducting  formal  Inouiries,  and  adopting  Re¬ 
ports  and  Oi^er^  omn  under  ver^nressive  statutoiy  oeadlines.  Since  1990,  the 
number  of  Full  l^e  Equivalent  (FTE;  employees  has  declined  by  almost  500,  ex- 
clu^ng  positions  added  as  a  result  of  the  1992  Cable  Act.  We  expect  that  to  effec¬ 
tuate  tne  goals  of  these  legislative  proposals,  the  FCC  will  need  to  expand  substan¬ 
tially  its  present  resources. 

We  recognize  that  the  pending  legislative  proposals  could  change.  As  the  direction 
of  the  legislation  evolves,  we  will  be  in  a  better  position  to  refine  the  FCC’s  resource 
requirements.  Likewise,  once  the  legislation  is  enacted,  we  anticipate  adjusting  the 
esumated  resource  needs  to  include  the  actual  responsibilities  assigned  to  the  Com¬ 
mission. 


FCC  COMPUTER  ^lOTERNIZATION 

Question.  Staff  tells  me  that  the  FCC  has  finally  entered  the  telecommunications 
super  highway — and  that  youVe  provided  staff  with  personal  computers. 

Could  you  please  provide  an  overview  of  the  information  management  require¬ 
ments  for  the  Commission? 

Answer.  The  Commission's  information  resources  management  requirements  focus 
primarily  on  two  areas:  improvement  of  FCC  employee  productivity  and  support  for 
our  authorization  of  service,  or  licensing,  function. 

The  Commission  is  i^roving  the  pr^uctivity  of  its  employees  by  providing  them 
with  a  full  range  of  office  automation  tools  and  a  modem  computer  architecture. 
Previously  most  employees  only  had  access  to  word  processing  and  limited  electronic 
mail  functions.  Now,  in  addition  to  word  processing  and  electronic  mail,  virtually 
all  employees  have  access  to  spreadsheetjn^phics,  electronic  forms,  database,  cal¬ 
endar,  scheduler,  and  Internet  software.  These  tools  have  enhanced  communication 
among  employees  and  with  other  agencies  and  external  entities,  facilitated  employ¬ 
ees'  manipulation  and  presentation  of  information,  and  helped  employees  to  com¬ 
plete  tasks  faster.  In  audition,  our  new  client-server  architecture  has  increased  em- 
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ployees’  access  to  Commission  regulatory  databases  and  will  make  document  imc^e 
retrieval  possible.  As  the  Commission  makes  greater  use  of  optical  imaging  for  the 
public’s  mings,  enabling  employees  to  retrieve  these  document  images  at  their 
workstations  will  increase  their  productivity. 

The  Commission  processes  over  one  million  licenses  per  year  and  collects  millions 
of  dollars  in  fees.  Automated  information  technology  provides  critic^  support  to 
these  authorization  of  service  functions.  We  expect  to  improve  our  speed  or  license 
application  processing  and  access  to  the  associated  databases  because  of  the  conver¬ 
sion  of  our  licensing  databases  from  an  obsolete  mainframe  computer  to  a  modem 
distributed  database  architecture  in  a  client-server  environment.  Our  new  computer 
environment  will  also  facilitate  the  filing  of  electronic  license  applications  by  the 
public.  Electronic  filing  will  save  time  for  both  the  Commission  and  the  public. 

APPROPRIATIONS  EXEMPTIONS 

Question.  The  PCC's  Budget  proposes  to  delete  a  number  of  bill  language  restric¬ 
tions  carried  in  annual  appropriation  bills  regarding  minority  and  women  ownership 
of  broadcasting  licenses,  ana  reserving  VHP  channel  assignments  for  educational 
television. 

Why  is  the  Democratic  Clinton  administration  proposing  that  we  delete  these  pro¬ 
visions? 

Answer.  The  fiscal  year  1995  FCC  Appropriations  Language  format  which  ap¬ 
pears  in  the  President  s  Budget,  is  consistent  with  guidelines  established  by  the  Of¬ 
fice  of  Management  and  Budjget  (0MB)  and  referenced  in  the  0MB  Circular  A-ll, 
Preparation  and  Submission  of  Budget  Estimates.  It  is  not  the  intent  of  the  FCC 
to  disregard  the  restrictions  placed  m  the  Appropriations  Language,  but  rather  to 
follow  the  instructions  of  0MB.  The  Appropriation  Language  edits  were  intended  to  •» 
clarify  the  budget  and  monetary  reauest  tor  the  Commission  without  involving  is¬ 
sues  of  policy.  This  format  criteria  nas  been  utilized  by  prior  administrations  for 
over  a  decade. 

NEW  FCC  FEE  PROGRAM 

Question.  Were  you  consulted  on  the  Administration’s  decision  to  fully  fund  the 
FCC  with  user  fees  this  year? 

Answer.  The  subject  was  discussed  in  informal  meetings  with  0MB  officials. 
Question.  We  created  the  new  user  fee  in  the  1993  reconciliation  bill  in  order  to 
provide  the  FCC  with  budgetaiy  resources — not  to  fund  other  agencies,  like  this  pro¬ 
posed  payment  to  several  states  for  immigration.  Changes  in  licensing  charges 
comes  under  my  authorization  committee — the  Commerce  Committee.  What  specific 
changes  do  you  intend  to  propose  to  raise  collections  by  another  $72.4  million  this 
year? 

Answer.  We  would  not  raise  collections  in  fiscal  year  1994.  The  changes  which 
would  have  to  be  made  to  the  fee  structure  are  dependent  upon  the  determination 
of  Congress  as  to  the  extent  the  Commission  should  be  funded  by  fees.  Upon  the 
resolution  of  the  issue,  we  will  be  in  a  better  position  to  determine  the  degree  collec¬ 
tions  have  to  be  raised. 

Question.  As  I  understand  it,  the  FCC  hasn't  yet  collected  any  fees — and  what  we 
have  been  dealing  with  is  estimates.  Is  that  correct?  If  that  is  so,  then  what  is  your 
best  estimate  of  collections  this  fiscal  year? 

Answer.  That  is  correct.  We  are  dealing  only  with  estimates  at  this  time.  We  ex¬ 
pect  to  collect  approximately  $60  million  this  fiscal  year. 

VIDEO  DIAL-TONE 

Question.  The  telephone  companies  have  submitted  several  applications  to  install 
fiber  optic  cables  to  supply  “video  dial-tone”  cable  service.  Many  of  these  applica¬ 
tions  have  been  pending  for  some  time,  and  the  FCC  is  considering  approving  some 
of  them.  But  the  FCC  Has  not  adopted  any  rules  to  orotect  consumers  from  having 
to  pay  for  this  expensive  technolo^.  When  is  the  FCC  going  to  adopt  rules  for  the 
deployment  of  these  fiber  optic  cables  for  video  dialtone? 

Answer.  The  Commission  presently  has  in  place  a  comprehensive  set  of  safe¬ 
guards  designed  to  protect  against  anticompetitive  behavior,  including  improper 
cross-subsidization,  by  local  t^ephone  companies  that  seek  to  offer  video  dialtone 
services.  In  the  Video  Dialtone  proceeding,  the  Commission  concluded  that  its  exist¬ 
ing  safeguards  and  rules  should  effectively  protect  against  anticompetitive  conduct 
by  local  telephone  companies  providing  video  dialtone  services.  These  rules  consist 
of  a  comprehensive  system  of  cost  allocation,  accounting,  reporting,  and  separations 
rules  aimed  at  ensuring  that  local  telephone  companies  do  not  improperly  cross-sub- 
sidiize  or  engage  in  other  anticompetitive  practices. 


835 


In  addition,  the  Commission  required  each  local  telephone  company  seeking  to 
offer  video  dialtone  to  obtain  authorization  pursuant  to  ^tion  214  of  the  Commu¬ 
nications  Act  by  submitting  an  application  that  describes  its  video  dialtone  proposal. 
The  Commission  stated  that  it  would  closely  monitor  the  operation  of  its  existing 
safeguards  and  rules  in  the  context  of  the  Section  214  propcc?Js  and  impose  ad^- 
tiond  safeguards,  if  necessaiy,  before  authorization  is  granted.  Tiie  Commission 
also  is  currently  considering  petitions  for  reconsideration  of  the  Video  bialtone  order 
and  a  joint  petition  for  rulemaking  that  address  the  Commission’s  vitleo  dialtone 
safeguards. 

Pr^ntly,  approximately  18  applications  are  pending  before  the  Commission  seek¬ 
ing  authorization  to  construct  and  operate  video  dialtone  facilities.  Tlie  m^ority  of 
these  applications  have  been  filed  since  December,  1993,  and  virtually  all  have  been 
the  subject  of  extensive  public  comment,  including  numerous  petitions  to  deny  the 
grant  of  authorization.  Opponents  of  the  video  dialtone  proposals  generally  claim 
that  the  applications  fail  to  comply  with  various  aspects  of  the  Commis^iunn  video 
dialtone  niles  and  policy,  including  our  relations  governing  the  allocation  of  video 
dialtone  costs.  Because  implementation  of  i^j  video  dialtone  policy  is  a  priority  for 
the  Commission,  the  Common  Carrier  Bureau  reassigned  resources  to  work  on  the 
pending  applications  and  petitions  for  reconsideration  of  the  Commission’s  video 
dialtone  order. 


EQUAL  EMPLOYMENT  OPPORTUNITY  RULES 

Question.  The  Commission  recentlv  issued  a  Notice  of  Inquiry  8eeki.'.g  comments 
on  whether  emer^ng  technologies  should  be  subject  to  Equal  Employment  Oppor¬ 
tunity  rules.  I  think  it  is  important  that  we  promote  diversity  in  dl  aspects  of  the 
communications  industry.  What  do  you  hope  to  learn  from  this  inquiry? 

Answer.  Through  the  enforcement  of  the  EEO  rules  for  broadcasters  and  cable  en¬ 
tities,  the  Commission  has  sought  to  achieve  programming  diversity  that  serves  the 
needs  of  all  segments  of  the  population.  In  accordance  with  this  goal,  the  1992  Cable 
Act  expanded  the  scope  of  these  EEO  provisions  to  other  entities  that  exercise  con¬ 
trol  over  programming  provided  directly  to  the  public,  such  as  multichannel 
multipoint  distribution  services,  direct  broadcast  satellite  services  and  certain  tele¬ 
vision  receive-only  satellite  program  distributors. 

At  this  stage  in  the  development  of  the  communications  industry,  however,  the 
Commission  is  witnessing  the  convergence  of  communications  technologies  to  such 
a  degree  that  the  functional  differences  between  cable  operators  and  common  car¬ 
riers  are  becoming  increasingly  blurred.  Simultaneously,  Congress  has  manifested 
its  concern  with  providing  broad  access  to  new  telecommunications  technologies. 
Specifically)^  section  309(jX4XC)  of  the  Communications  Act,  which  authorizes  the 
Commission  to  conduct  competitive  bidding  for  new  spectrum  based  services,  directs 
the  Commission  to  promote  economic  opportunity  for  businesses  owned  by  minori¬ 
ties  and  women.  Given  these  circumstances,  I  believe  it  is  essential  to  ensure  that 
telecommunication  service  providers  maintain  internal  employment  policies  that  re¬ 
flect  their  commitment  to  the  provision  of  communications  services  in  a  non-dis- 
criminatory  manner,  and  to  the  enhancement  of  job  opportunities  for  all  segments 
of  the  population.  In  an  effort  to  address  this  concern,  our  recent  EEO  Notice  of  In¬ 
quiry  seeks  to  assess  whether  and,  if  so,  the  ways  in  which  our  EEO  policies  might 
be  expande<I  to  entities  other  than  broadcasters,  caWe  operators,  and  multipoint 
video  progra  i  distributors. 

COMSAT 

Question.  It  has  been  reported  that  COMSAT  wants  to  pursue  privatization  with¬ 
in  INTELSAT  and  Inmarsat.  What  are  your  views  on  the  direction  in  which  COM¬ 
SAT  is  steering  these  organizations? 

Answer.  These  organizations  need  to  explore  and  follow  a  path  that  will  make 
them  more  commercially  efficient  in  a  growing  competitive  environment  and  ensure 
flilflllment  of  certain  public  service  obligations.  This  path  may  ultimately  lead  to 
some  form  of  privatization  of  Inmarsat  and  INTELSAT. 

The  U.S.  government,  including  the  FCC,  as  part  of  its  statutory  mandate,  is  cur¬ 
rently  enloring  the  implications  of  various  forms  of  privatization  of  both  Inmarsat 
and  INTELSAT.  We  should  move  forward  quickly  with  this  review  which  should  in¬ 
clude  examination  of  domestic  policy  implications,  such  as  COMSATs  current  status 
as  the  exclusive  U.S.  investor  in  Inmarsat  and  INTELSAT  and  the  sole  provider  of 
space  segment  capacity.  It  is  important  that  there  be  an  opportunity  for  public  par¬ 
ticipation  in  this  process. 
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PERSONAL  COMMUNICATIONS  SERVICE 

Question.  The  FCO  adopted  rules  to  issue  licenses  for  personal  communications 
services  (PCS)  last  year.  The  PCC  is  facii^  a  Congressional  mandate  to  auction 
these  licenses  bemnning  in  1994.  But  the  Commission  has  lately  indicated  that  it 
is  reconsidering  all  of  its  PCS  rules.  Some  are  concerned  that  tliis  delay  could  cause 
harm  to  the  industry.  When  do  you  expect  to  conduct  auctions  for  PCS? 

Answer.  There  are  different  classes  of  Personal  Communications  Service  (PCS).  In 
particular,  we  have  two  different  proceedings  that  address  “narrowband  PCJS"  and 
broadband  PCS'"  respectively.  The  reconsideration  and  auction  rule  >  for 
narrowband  PCS  have  been  adopted  and  the  auction  for  these  3,554  licenses  will 
begin  th'"  summer.  The  broadband  auctions  are  scheduled  to  be^n  by  the  end  of 
the  calendar  year.  The  primary  factors  which  are  having  an  impact  on  the  schedul¬ 
ing  of  the  broadband  auctions  are  the  requirements  of  the  competitive  procurement 
process  necessary  to  obtain  the  services  of  auction  spedalista,  and  the  need  to  pro¬ 
vide  potential  participants  ample  notice  following  the  Commission’s  rulemakiz^s  to 
prepare  for  the  auctions  and  arrange  financing.  The  Commission  is  moving  forth- 
witn  to  implement  the  O>ngressionar Mandate  enacted  in  August  1993. 


Questions  Submitted  by  Senator  Dale  Bumpers 
PERSONAL  communication  SERVICES  (PCS) 

Question.  I  am  veiy  concerned  about  one  aspect  of  the  FCC’s  recent  derision  on 
spectrum  allocation  for  the  PCS  indjstry.  In  1992,  Senator  Holliugs  and  I  added 
language  to  the  Commerce,  State,  Justice  Appropriations  bill  which  would  have  re¬ 
quired  the  FCC  to  preserve  indefinitely  the  priority  of  public  safety  agencies  on  the 
bands  they  currently  hold  on  the  2  GHz  band  of  the  radio  ^ectrum.  That  language 
was  unequivocal  and  it  was  approved  by  voice  vote.  The  FCC  then  adopted  similar 
lan^age  in  its  proposed  rule.  Therefore,  we  allowed  the  language  to  be  deleted  in 
conference,  though  the  House  would  surely  have  accepted  it.  It  was  clear  to  us  that 
the  Commission  had  acted  in  accordance  with  the  clear  intent  of  Con^p*es8  and  the 
issue  was  settled.  Last  month  I  was  surprised  to  loam  the  Commission  had  com¬ 
pletely  changed  its  position  on  this  issue  and  now  piesarves  priority  for  public  safe¬ 
ty  users  on  the  2  (jHz  band  for  only  five  years,  after  which  they  can  be  booted  off 
the  band  agmnst  their  will,  regardless  of  the  effect  on  public  safety.  Why? 

Answer.  Throughout  its  emerging  technology  proceeoings  the  (Commission  has  rec¬ 
ognized  that  public  safety  entities  face  economic  and  operational  considerations  dis¬ 
tinct  from  commercial  microwave  operacors.  Initially,  the  Commission  exempted 
public  safety  facilities  from  any  required  relocation.^  At  that  time  the  (Commission 
believed  that  frequency  overlay  technologies  that  were  under  development  would 
allow  for  some  fr^uency  sharing  between  the  2  GHz  incumbents  and  the  new  pro¬ 
viders  of  new  emei^ng  technologies.  Therefore,  the  Commission  believed  that  allow¬ 
ing  public  safety  to  remain  in  the  2  GHz  band  indefinitely  would  not  prohibit  or 
delay  the  implementation  or  development  of  new  technologies  in  the  band. 

Upon  reflection,  however,  the  Commission  concluded  tnat  it  underestimated  the 
difficulty  that  emerging  technologies,  such  as  PCS,  may  have  in  permanently  shar¬ 
ing  spectrum  with  tne  incumbent  public  safety  licensees.  It  now  appears  that  over- 
lav  technologies  are  not  as  promising  as  originally  hoped  and  that  there  is  little  pos¬ 
sibility  that  this  type  of  frequency  sharing  is  feasible  for  PCS  purposes.  While  we 
believe  that  sharing  based  on  avoidance  will  allow  for  both  incumbents  and  new  pro¬ 
viders  to  use  the  2  GHz  band,  we  are  convinced  that  as  PCS  demand  increases  this 
sharing  will  limit  the  development  of  emeiging  technologies  if  all  public  safety  oper¬ 
ations  are  allowed  to  continue  operating  in  the  band  indefinitely.  Especial  where 
there  is  a  large  number  of  public  safety  facilities  in  populated  areas,  PCS  service 
will  be  limited  unless  public  safety  licensees  relocate.  Further,  distribution  of  many 
planned  unlicensed  PCS  devices  will  be  precluded  unless  all  incumbents  are  re¬ 
quired  to  relocate  from  bands  designated  for  unlicensed  use,  because  these  devices 
are  nomadic  in  nature  and  therefore  unable  to  share  spectrum  with  incumbent  oper¬ 
ations  without  causing  interference.  Additionally,  we  concluded  that  to  have  allowed 
all  public  safety  facilities  to  remain  in  the  band  indefinitely,  even  when  there  would 
be  no  disruption  to  their  communications  and  no  cost  to  Uiem  in  relocating,  would 
have  unreasonably  imperiled  the  objective  of  providing  spectrum  for  emerging  tech¬ 
nologies. 

'The  Commission  later  clarified  that  the  public  safety  licensees  eligible  for  the  exemption  is 
limited  to  those  licensed  under  certain  rule  parts  and  for  which  the  majority  of  communications 
is  directly  for  police,  fire,  or  emergency  medical  services. 
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In  the  context  of  the  overall  regulator  scheme^  the  Commission  concluded  that 
eliminatuu  the  grandfathering  for  public  safety  licensees  was  consistent  with  the 
intent  of  Congress  that  public  safety  operations  be  fully  protected  while  adequate 
spectrum  be  provided  emerging  technologies  such  as  PCS.  specifically,  the  Congres- 
sional  intent  appeared  to  be  that  the  Commission  ensure  that  public  safetv  incum¬ 
bents  not  suffer  anv  degradation  of  service;  that  new  facilities  provide  the  same 
grade  of  service  and  reliability;  and  that  any  relocation  be  at  no  cost  to  the  public 
safety  licensee. 

To  ensure  Uiat  the  development  of  emerging  technology  is  not  imp^ed,  the  Com¬ 
mission  devised  relocation  scheme  specifically  for  public  safety  entity.  Under  tht 
Commission’s  rules,  the  public  safety  entity  is  required  to  relocate  only  if  all  the 
expenses  of  the  relocation  are  paid  by  the  new  emerging  technology  licensee,  the 
new  facility  is  comparable  to  the  existing  public  safety  system,  and  there  is  no  dis¬ 
ruption  in  service. 

Moreover,  public  safety  entities  will  have  five  or  more  years  to  negotiate  agree¬ 
ments  with  emerging  technol(^es  providers.  The  transition  period  is  bifurcated  to 
ensure  that  all  incumbents  will  have  a  chance  to  negotiate  voluntary  agreements. 
Specifically,  the  first  period  is  a  four  year  voluntary  negotiation  period  which  will 
begin  in  the  immediate  future  when  the  Commission  receives  applications  for  PCS 
licenses.  The  second  period  is  a  one  year  mandatory  negotiation  period  that  will 
begin  after  the  first  period  and  then  only  when  an  emerging  technology  licensee 
ne^s  the  spectrum  and  requests  relocation.  For  example,  if  an  emerging  technolo^ 
provider  does  not  need  the  spectrum  until  the  year  2005,  then  the  emerging  tech¬ 
nology  provider  would  not  request  relocation  until  that  time  and  the  public  safety 
licensee  may  continue  using  the  band  on  a  primary  basis  even  though  this  is  10 
years  after  the  initial  period  commenced.  Further,  tne  entities  still  will  have  a  one 
year  mandatory  period  to  negotiate  a  relocation  agr^ment.  The  first  negotiation  pe¬ 
riod  is  two  years  longer  than  that  provided  other  incumbent  licensees.  This  policy 
provides  an  orderly  transition  to  emerging  technologies  without  disruption  or  cost 
to  any  relocating  public  safety  licensee. 

Question.  Was  there  any  discussion  at  the  Commission,  in  reaching  this  decision, 
of  the  fact  that  you  were  clearly  acting  contrary  to  the  intent  of  the  Congress  and 
in  contradiction  of  the  plain  understanding  of  all  concerned  that  public  safety  would 
be  indefinitely  protected? 

Answer.  The  concerns  of  Con^ss,  and  specifically  the  provisions  of  the  Senate 
amendment,  were  carefully  consider^  during  the  Commission’s  deliberations.  Our 
understanding  of  the  Congressional  concern  is  that  the  communications  of  all  inter¬ 
ested  fixed  microwave  operations  at  2  GHz,  particularly  public  safety,  must  be  pro¬ 
tected;  that  the  new  provider  should  bear  any  burden  of  eliminating  any  harmful 
interference;  that  the  Commission  should  permit  voluntary  negotiations  between  in¬ 
cumbents  and  new  providers;  that  any  mandatory  relocation  of  commercial  incum¬ 
bent  facilities  not  take  place  for  eight  years  after  adoption  of  rules;  that  no  reloca¬ 
tion  adversely  impact  the  service  provided  or  the  entity  owning  that  operation;  that 
the  Commission  retain  jurisdiction  to  resolve  all  remaining  disputes;  and  that  the 
public  safety  operations  be  fully  protected,  both  financially  and  technically. 

In  adopting  rules  to  allocate  this  spectrum  for  emerging  technologies,  the  Com¬ 
mission  broadly  conmlied  with  the  intent  of  Congress  as  it  was  understood.  As  men¬ 
tioned  earlier,  the  Commission  provided  a  regulatory  framework  that  allows  the  2 
GHz  spectrum  to  be  shared  by  new  services  and  existing  services.  The  rules  provide 
new  licensees  with  access  to  2  GHz  spectrum  in  a  reasonable  timeframe  and,  at  the 
same  time,  prevent  disruption  to  existing  2  GHz  operations  and  eliminate  any  eco¬ 
nomic  impact  on  the  existing  licensees. 

Where  both  services  cannot  share  the  2  GHz  spectrum,  the  rules  protect  incum¬ 
bent  operations.  When  clear  spectrum  is  required,  a  new  licensee  can  force  public 
safety  entities  to  relocate  only  if  it  provides  facilities  that  are  technically  equivalent 
to  those  l^ing  replaced  and  that  fiuly  support  the  communications  requirements  of 
the  existing  licensees.  All  relocation  costs  >^1  be  paid  by  the  new  licensee.  This  pro¬ 
cedure  protects  the  integrity  of  all  existing  public  safety  operations  at  2  GHz.  ^e 
Commission’s  decision  complies  with  the  broad  intent  of  (Congress  that  no  adverse 
effects  be  felt  by  any  public  safety  entity. 

Question.  When  public  safety  agencies  have  communications  problems  the  con¬ 
sequences  are  measured  not  in  dollars  but  in  human  terms  and  risk  to  life  and  prop¬ 
erty.  How  can  this  process  of  forcing  public  safety  agencies  off  the  2  GHz  band  be 
carried  out  without  substantial  disruption  and  possible  interruption  of  service? 

Answer.  To  ensure  that  there  is  no  disruption  to  service,  the  Commission’s  rules 
encourage  agreements  among  the  parties  themselves  that  comprehensively  address 
all  the  details  of  the  relocation.  The  Commission  concluded  that  this  is  the  best 
means  to  guarantee  that  the  operations  of  the  existing  licensees  are  fully  protected. 
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Should  the  parties  not  conclude  an  agreement^  relocation  will  not  be  required 
until  the  expiration  of  a  foiu'-year  voluntary  negotiation  period  and  an  additional 
one-year  mandatory  negotiation  period.  These  periods  have  not  yet  begun.  The  four- 
year  period  commences  only  when  the  Commission  receives  license  applications  for 
the  fi^uendes  in  question.  To  ensure  that  all  parties  are  aware  of  this  date,  the 
Commission  will  issue  a  public  notice  specifying  it.  After  the  four-year  period  has 
expired,  the  one-year  mandatoiyr  period  may  be  initiated  when  an  emerging  tech¬ 
nology  licensee  requests  negotiation  in  writing.  This  might  be  immediately  atter  the 
four-year  period,  or  it  may  be  years  afterwards.  If,  atUr  this  additions  year  an 
^eement  is  not  reached,  the  new  licensee  may  submit  a  relocation  plan  to  the 
Commission  and  request  that  it  order  relocation.  Such  a  plan  must  ensure  that  no 
disruption  will  occur  to  existing  operations  and  that  all  costs  and  services,  including 
new  equipment  and  necessary  mcilities,  are  provided  free  to  the  fixed  microwave  op¬ 
erator.  In  addition,  the  new  facility  must  provide  fully  equivalent  communications 
capacity  with  the  same  or  better  reliability.  Finally,  if  for  any  reason  the  facilities 
prove  inadequate  in  operations,  for  one  full  year  the  relocating  operator  may  return 
to  its  original  system. 

In  summary,  the  new  licensee  must: 

— Guaranty  payment  of  all  relocation  costs.  Relocation  costs  include  all  engineer¬ 
ing,  equipment,  and  site  costs  and  FCC  fees,  as  well  as  any  reasonable  addi¬ 
tional  costs. 

— Assure  relocation  must  be  to  a  fully  comparable  facility. 

— ^Assure  that  the  new  microwave  (or  alternative)  system  must  be  fully  built  and 
tested.  All  activities  necessary  for  placing  the  new  facilities  into  operation,  in¬ 
cluding  engineering  and  frequency  coordination,  must  be  completed  before  the 
relocation  can  be  required. 

— Assure  that  should  the  new  facilities  in  practice  prove  not  to  be  equivalent  in 
every  respect,  within  one  year  the  public  safety  operation  may,  at  the  new  li¬ 
censee’s  cost,  relocate  to  its  original  facilities  and  stay  there  until  complete 
equivalency  (or  better)  is  attained 

Question.  I  read  about  this  in  the  newspaper,  as  a  fait  accompli.  The  slightest 
glance  at  the  record  of  the  Senate  debate  on  this  issue  would  have  made  it  clear 
that  I  took  the  lead  on  this  matter  and  that  I  was  very  concerned  about  it.  Why 
wasn't  I  notified  of  this  action  or  given  an  opportunity  to  comment  on  what  I  be¬ 
lieved  to  be  a  settled  question? 

Answer.  The  staff  of  the  Senate  Commerce  Committee's  Subcommittee  on  C5om- 
munications  was  informed  that  the  (Commission  was  contemplating  altering  the 
treatment  of  public  safety  entities  and  raised  no  significant  objections  to  our  doing 
so.  Unfortunately,  the  Commission’s  staff  did  not  consult  with  your  staff,  and  I 
apologize  for  this  oversight.  I  have  instructed  the  staff  to  make  every  attempt  to 
ensure  that  your  office  is  fully  informed  of  all  decisions  in  which  you  are  interested. 

Question.  On  March  8  a  journalist  asked  FCC  Chief  Engineer  Tom  Stanley  why 
the  FCC  had  changed  its  position  on  public  safety  relocation  after  it  had  reached 
an  apparent  understanding  with  Senator  Hollings  about  his  concerns,  the  same  con¬ 
cerns  I  had  raised.  He  replied  that  Senator  Hollings'  concerns  were  “far  broader" 
than  public  safety,  that  “ms  concerns  were  the  general  incumbency  situation  *  *  ♦ 
but  public  safety  having  no  unique  role  in  that  analysis.”  He  went  on  to  say  “the 
very  important  nature  of  public  safety  services  is  that  they  in  a  sense  be  as  mini¬ 
mally  disrupted  as  possible,  perhaps  no  disruption  versus  prompt  initiation  of  per¬ 
sonal  communicatiom'>.  I  think  that  particular  calculus  we  have  reevaluated." 

Mr.  Stanley’s  recollection  is  at  ocfds  with  the  complete  record,  but  my  question  is 
this:  hasn’t  uie  Oimmission  reevaluated  the  impoi^nce  of  public  safety  concerns 
simply  because  they  would  in  some  small  way  impede  the  policy  objective  of  full  de¬ 
ployment  of  personal  communications  services  and  some  omer  technologies?  Doesn’t 
this  represent  a  clear  judgment  that  those  economic  and  policy  objectives  are  more 
important  ^an  preserving  the  effectiveness  of  the  communications  component  of  the 
puolic  safety?  In  view  of  your  obligation  to  serve  the  public  interest,  are  those  prop¬ 
er  priorities? 

Answer.  As  described  fibove,  the  Gommission’s  rules  assure  the  continued  effec¬ 
tiveness  of  public  safety  communications.  The  Commission  requires  that  public  safe¬ 
ty  entities  asked  to  relocate  their  operations  be  provided  the  same  or  better  capacity 
and  system  reliability  without  disruption  to  their  communications  and  at  no  cost  to 
them.  As  an  additional  safeguard,  within  one  year  of  any  relocation,  the  public  safe¬ 
ty  operator  can  return  to  its  original  system  at  no  cost  to  itself,  if  in  actual  oper¬ 
ation  some  asp^t  of  the  new  system  proves  to  be  insufficient.  There  will  be  no  dis¬ 
ruption  to  public  safety  communications;  on  the  contr^,  in  many  if  not  most  situa¬ 
tions,  public  safety  operations  will  be  improved  significantly  and  will  receive  new 
up-to-date  digital  equipment  to  replace  aging  analog  equipment.  In  return,  spectrum 
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wiU  be  made  available  to  support  new  techi^ologies  and  services  that  are  vital  to 
our  national  infrastructure,  our  economy,  and  oiu*  continued  world  leadership. 

Questioru  Under  the  current  FCC  proTOsal,  those  private  interests  that  have  pub¬ 
lic  safety  users  ordered  off  the  2  GHz  oand  will  be  obliged  to  pay  the  expense  of 
^  their  move  to  a  higher  band.  How  will  it  be  determined  when  that  obligation  has 

been  met?  Who  will  make  that  determination?  It's  :iot  hard  to  imagine  a  real  trag- 
edv  resulting  from  onlv  the  smallest  disruption  in  public  safeW  communications. 
What  recourse  will  public  safety  agencies  or  the  public  have  ii  things  go  wrong? 
What  recourse  will  be  available  to  citizens  who  are  harmed  as  a  result  of  those  dis¬ 
ruptions? 

Answer.  The  requirements  of  each  particular  system  and  operator  are  diffei'ent, 
and  our  rules  encourage  the  parties  to  conclude  voluntary  relocation  agreements  in 
which  the  parties  themselves  establish  their  own  process  and  reauirements.  We  be¬ 
lieve  that  in  most  instances  this  voluntary  process  will  work  wefl.  For  example,  or¬ 
ganizations  representing  both  sides  of  the  relocation  issue  have  scheduled  or  held 
conferences  to  discuss  details  of  negotiating  relocation  agreements.  However,  if  dis¬ 
putes  that  cannot  be  resolved  by  the  parties  themselves  do  arise,  the  Commission 
will  resolve  the  issues  after  established  negotiation  periods  have  expired.  As  noted 
above,  if  incumbents  are  forced  to  relocate,  they  will  have  one  year  to  test  out  the 
new  system  to  ensure  that  it  is  equivalent  in  every  respect  to  their  original  facility. 
If  the  new  system  is  not  equivalent,  they  may  move  back  to  the  orimnal  facilities 
and  stay  there  until  complete  equivalency  (or  better)  is  attmned.  We  believe  that 
these  protections  ensure  that  public  safety  licensees  new  systems  will  be  equivalent 
to  their  existing  systems  and  that  citizens  will  not  be  harmed  as  a  result  of  our  ac¬ 
tions. 

Question.  You  have  made  clear  the  FCC's  policy  of  promoting  the  deployment  of 
PCS  systems  as  quickly  as  possible.  Is  the  FCC  in  a  position  to  command  the  con¬ 
fidence  of  public  safety  users,  whose  presence  on  the  band  is  viewed  as  an  obstacle 
to  deployment  of  the  2  GHz  band,  that  it  will  be  a  completely  fair  arbiter  of  what 
constitutes  full  coverage  of  the  costs  of  moving  a  public  safety  user  off  the  band? 

Answer.  As  noted  above,  the  Commission  has  strongly  encouraged  parties  to  con¬ 
clude  voluntary  agreements,  but  if  agreement  cannot  be  reachea,  the  parties  may 
bring  the  case  to  tne  Commission.  The  Commission  has  a  good  relationship  with  the 
public  safety  communications  interests,  and  given  that  the  rules  under  which  spe¬ 
cific  cases  would  be  decided  are  clear — no  cost  to  the  fixed  microwave  provider,  fully 
equivalent  facilities  that  are  tested  and  proven  during  a  one-year  period  of  actual 
operation — the  interested  parties  will  have  confidence  in  the  Commission’s  deci¬ 
sions.  Indeed,  initial  reaction  of  the  fixed  microwave  community  to  these  provisions 
has  been  that  the  rules  sufficiently  protect  their  interests. 

Question.  Before  March  8,  1994  the  previous  rule  was  in  place,  indefinitely 
“grandfathering”  incumbent  public  safety  users  of  the  2  GHz  band.  Up  to  that  time 
tne  facts  hadn^  changed.  Why  was  that  policy  abandoned  before  it  was  ever  tried? 
Why  was  it  changed  without  any  opportunity  for  public  comment? 

Answer.  Upon  reconsideration,  the  Commission  concluded  that  it  had  underesti¬ 
mated  the  difficulty  PCS  will  have  in  permanently  sharing  spectrum  with  incum¬ 
bent  fixed  microwave  licensees.  This  is  particularly  true  for  ^nomadic”  unlicensed 
operations.  An  example  of  a  “nomadic”  unlicensed  device  is  a  device  that  permits 
small  computers  sucn  as  “lap-tops”  or  “PC’s”  within  the  same  immediate  area  to 
communicate  with  each  other.  Unlicensed  PCS  advocates  consistently  have  argued 
that  their  operations  require  clear  nationwide  spectrum.  The  commenting  parties  in¬ 
cluded  Apple  Computer  and  the  Unlicensed  PCS  Ad  Hoc  Committee  for  2  GHz 
Microwave  Transition  and  Management  (UTAM). 

The  Commission  also  concluded  that  its  process  for  relocation  fully  protected  the 
communications  and  facilities  of  the  fixed  microwave  users  where  there  is  actual, 
not  just  theoretical,  demand  for  the  spectrum.  As  indicated  above,  in  many  cases 
fixed  microwave  users  will  obtain  improved  communications  through  this  process  by 
replacing  aged  analog  equipment  with  new  digital  equipment  at  no  cost  to  them¬ 
selves.  In  fact,  the  Commission  and  the  parties  recognized  the  potential  for  taxable 
gedn  for  incumbent  fixed  microwave  parties  from  this  process,  and  the  Commission 
authorized  tax  certificates  to  facilitate  relocation  by  permitting  deferral  of  any  taxes 
owed  on  the  gain  represented  by  the  increased  value  of  the  new  equipment.  Further, 
the  bands  identified  for  relocation  currently  support  fixed  microwave  operations  over 
equivalent  distances  with  comparable  reliabili^,  including  those  of  public  safety  op¬ 
erations.  Given  the  conclusive  evidence  that  relocation  can  be  accomplished  reliably, 
and  that  the  introduction  of  new  communications  services  that  would  benefit  the 
public  could  be  precluded  unless  clear  spectrum  could  be  obtained,  the  Commission 
provided  for  long  term  relocation  subject  to  the  safeguards  already  set  forth  in  its 
rules.  These  safeguards  include  a  one-year  period  after  the  relocation  for  proving  the 
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equivalency  of  the  communications  and  the  ability  of  parties  to  invoke  Commission 
consideration  of  disputed  issues  in  specific  cases. 

Question.  Although  Apple  Comouter  and  Rolm  had  criticized  the  first  Report  and 
Oraer,  the  record  indicates  that  tne  Commission  took  this  action  on  its  own  motion, 
without  any  formal  request  fix)m  any  party.  PCS  advocates  and  the  public  safety 
community  were  satisfied  with  the  previous  arrangement.  Who  was  the  Commission 
trying  to  serve  by  making  this  change? 

Answer.  As  noted  above,  a  number  of  parties  addressed  the  difficulty  of  operating 
on  encumbered  spectrum.  Given  that  no  harm  could  come  to  the  communications 
of  the  public  safety  operations  subject  to  relocation,  the  Commission  concluded  that 
it  must  do  more  to  ensure  the  availability  of  spectrum  to  new  entrants  to  ensure 
its  viability. 

Question.  In  his  separate  statement  accompanying  the  Opinion  and  Order,  Com¬ 
missioner  Ouello  declares  that  the  public  safety  community  should  have  been  ap¬ 
prised  of  this  change  and  then  goes  on  to  say  that  it  might  be  feasible  in  rural  areas 
for  public  safety  agencies  and  emerging  technologies  to  share  the  band.  Commis¬ 
sioner  Barrett  raises  similar  concerns.  Why  can’t  some  accommodation  be  made  in 
the  rule  for  rural  areas  where  spectrum  sharing  might  be  possible? 

Answer.  Accommodation  for  snaring  has  been  made  where  spectrum  demands  are 
not  mutually  exclusive.  Sharing  will  occur  in  some  areas  for  the  indefinite  future. 
Under  the  regulatory  scheme  adopted  by  the  Commission,  public  safety  operators 
will  be  required  to  relocate  only  if  the  spectrum  actually  is  required  for  new  service 
in  that  specific  area.  Whether  to  request  relocation  is  an  option  of  the  new  provider. 
The  Commission  does  not  expect  frivolous  relocations  to  occur,  because  the  new  pro¬ 
vider  must  pay  all  costs  associated  with  the  relocation  and  guarantee  the  com¬ 
parability  of^the  new  system.  In  areas  where  new  service  providers  do  not  require 
all  of  the  available  spectrum,  which  we  anticipate  is  especially  likely  in  rural  areas, 
incumbents  may  remain  in  the  band  indefinitely.  Under  all  circumstances,  however, 
no  public  safety  licensee  may  be  required  to  relocate  without  a  minimum  one-year 
negotiation  period  to  address  details  of  the  relocation.  For  example,  if  an  emerging 
tecnnology  provider  needs  the  spectrum  in  2005,  an  affected  public  safety  facility 
will  have  the  benefit  of  the  mandatory  one-year  negotiation  period  beginning'at  the 
time  when  the  request  is  communicate  to  the  fixea  microwave  licensee. 

Question.  The  Commission  has  granted  “pioneers’  preferences”  to  two  PCS  provid¬ 
ers  on  the  basis  of  the  spectrum  sharing  technologies  thev  have  developed.  How  is 
that  practice  cons’ ~*ent  with  the  Commission’s  position  that  sharing  of  the  2  GHz 
band  is  not  a  viab  ption? 

Answer.  Sharing  may  be  crucial  to  the  start-up  of  new  se^ces  during  the  first 
three  to  five  years  while  necessary  relocation  of  existing  facilities  is  being  accom¬ 
plished.  At  a  recent  Commission  staff*  hearing  on  PCS  issues  held  on  April  11,  1994, 
parties  emphasized  the  importance  of  initiating  service  within  the  next  year  or  two. 
The  record  indicates  that  in  many  instances  the  ability  to  share  spectn^  while  pur¬ 
suing  relocation  of  incumbents  will  be  important,  particularly  in  the  higher-demand 
urban  areas.  In  the  longer  term,  sharing  capabilities  may  delay  indefinitely  or  even 
eliminate  the  need  to  relocate  fixed  microwave  facilities.  The  Commission’s  award 
of  a  pioneer’s  preference  for  developing  sharing  technologies,  however,  does  not  un¬ 
dermine  our  view  that,  especially  in  areas  of  dense  population,  long-term  sharing 
of  the  band  may  impede  the  introduction  of  new  technologies  and  services.  The 
amount  of  clear  spectrum  needed  by  new  providers  will  depend  upon  the  demand 
that  develops  for  their  services  and  will  vary  from  area  to  area.  The  Commission 
adopted  a  flexible  approach  that  encourages  sharing  to  the  maximum  extent  tech¬ 
nically  feasible,  while  recognizing  that  because  of  expected  capacity  demands  shar¬ 
ing  on  Uie  long  term  is  unlikely  in  the  most  populated  geograpfiical  areas. 

Question.  Trie  arbitral^  selection  of  a  five  year  transition  period  seems  inad¬ 
equate,  especially  since  there  can  be  true  arms-length  negotiation  only  during  the 
first  four  years.  Why  five  years?  Why  not  ten  or  twelve  or  more?  Wouldn’t  Ueely 
negotiated  deals  be  likely  to  occur  in  the  early  years? 

Answer.  We  believe  tibat  the  length  of  the  transition  period  is  bsilanced  by  other 
protections  provided  the  incumbents.  In  past  proceedings  we  have  provided  some¬ 
what  longer  transition  periods,  but  in  those  cases  the  incumbents  were  responsible 
for  relocating  themselves  including  all  cost.  Further,  as  noted  above,  none  of  the 
transition  periods  has  begun  to  run.  While  the  first  four  years  is  fixed  fixim  the  time 
that  an  application  for  license  is  filed  for  the  spectrum  at  issue  in  a  specific  case, 
the  one-year  mandatory  negotiation  period  begins  only  (a)  after  the  initial  four-year 
^ed  period,  and  (b)  a  new  licensee  initiates  the  request  to  the  fixed  microwave  op¬ 
erator.  While  licensing  of  PCS  is  expected  to  begin  later  this  year  and  service  to 
commence  next  year,  in  some  areas  spectrum  will  be  shared,  while  in  others  fairly 
rapid  relocation  of  incumbents  will  be  necessary.  Further,  as  demand  for  PCS  serv- 
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ices  increases,  the  necessity  for  relocations  is  likely  to  increase.  There  is  a  great  dis¬ 
parity  in  requirements  from  market  to  market  and  from  one  area  to  another  that 
18  difficult  to  address  diffidently  on  the  broad  national  level.  We  therefore  have 
adopted  an  extended  transition  period  of  five  years  for  public  safety  operations. 
Other  licensees  will  have  a  minimum  of  three  years.  As  you  note  in  vour  question, 
one  might  hypothesize  volunt^  agreements  can  be  expected  in  less  than  four  years 
in  those  cases  in  which  negotiations  are  initiated  immediately,  but  the  Commission 
preferred  to  provide  an  extended  negotiation  period  to  public  safety  licensees  so  they 
will  have  ample  time  to  negotiate  and  conclude  voluntary  agreements. 


Questions  Submitted  by  Senator  J.  Robert  Kerrey 

TELECOMMUNICATIONS  SERVICES  FOR  EDUCATIONAL  INSTITUTIONS 

Question.  How  can  public  policymakers  establish  incentives  for  all  competitors  to 
wire  and  connect  schools,  homes  and  libraries  with  educational  technology  and  prod¬ 
ucts? 

Answer.  I  believe  that  by  promoting  effective  and  vigorous  competition  throughout 
the  telecommunications  industry,  public  policymakers  can  foster  the  deployment  of 
advanced  educational  technology  and  services  to  all  Americans.  Competiuon  gen¬ 
erally  stimulates  service  and  te%nol(^cal  innovation,  fosters  lower  prices  and  costs, 
and  improves  service  quality.  Through  competitive  policies,  policymakers  can  create 
incentives  for  competitors  to  provide  these  public  benefits  while  ensuring  that  uni¬ 
versal  service  remains  a  cornerstone  of  our  national  telecommunications  policy. 

As  you  have  pointed  out,  the  students  of  today  are  the  citizens  of  tomorrow.  Cur¬ 
rently,  there  are  approximately  45  million  students  in  grades  K~12  in  tins  country. 
I  believe  that  telecommunications  industiy  competitors  recognize  that  the  values, 
education  and  technological  aptitude  that  our  students  obtain  will  be  the  future 
streng^  of  our  nation.  Presently,  there  are  numerous  efforts  underway  to  serve  the 
educational  and  technological  needs  of  our  schools.  For  instance,  approximately  60 
percent  of  American  schools  have  received  coaxial  cable  connections  and  the  Cfable 
in  the  Classrooms  project  now  permits  roughly  34  million  students  in  63,000  schools 
to  access  cable  pro^amming.  Likewise,  many  telephone  companies,  including  Pacific 
Bell  and  Bell  Atlantic,  have  initiatives  to  enhance  the  ability  of  students  and  teach¬ 
ers  to  access  information  through  distance  learning  and  other  educational  applica¬ 
tions. 

As  competition  increases  throughout  the  telecommunications  industry,  public  pol¬ 
icymakers  must  also  be  mindful  of  the  evolving  nature  of  markets  and  technologies 
in  pursuing  universal  service  objectives.  While  universal  service  policies  have  tradi¬ 
tionally  focused  on  making  voice  telephone  service  generally  available,  the  pending 
^nate  and  House  legislation  recognizes  that  educational  and  other  institutions  may 
also  have  a  role  in  the  advancement  of  universal  service  goals.  Further,  as  competi¬ 
tion  emerges,  traditional  universal  service  policies  must  he  adapted  to  ensure  that 
all  competitors  are  obligated  to  contribute  equitably  to  attaining  the  universal  serv¬ 
ice  objectives.  I  support  pending  legislation  that  would  give  the  FCC  broad  regu¬ 
latory  flexibility  to  address  this  critical  area  in  the  future. 

Question.  Market  demand  for  advanced  telecommunications  services  will  increase 
as  more  people  have  the  capacity  to  communicate  with  these  new  media.  As  we  in¬ 
crease  the  demand  for  advanced  telecommunications  services,  the  average  costs  of 
these  services  will  gp  down,  making  them  more  affordable  to  everyone.  All  of  these 
factors  must  be  an  i  nigral  part  of  any  cost-benefit  analysis  in  determining  public 
policy. 

I’d  appreciate  your  views  on  the  role  that  policymakers  can  play,  if  any,  in  estab¬ 
lishing  policies  that  encourage  all  telecommunications  camera  to  provide  tele¬ 
communications  services  to  educational  institutions  at  affordable  rates. 

Answer.  In  general,  policymakers  can  act  to  promote  competition  among  providers 
of  telecommunications  services.  Competitive  markets  foster  lower  prices,  techno¬ 
logical  innovation,  and  responsiveness  to  consumer  demand.  One  role  for  regulatory 
a^ncies  is  to  remove  unnecess^  barriers  to  competitive  entiy.  A  key  role  for  the 
FCC  and  for  state  regulatory  officials  is  to  ensure  that  the  principles  of  universal 
service  remain  an  integral  part  of  their  telecommunications  Policies.  We  also  must 
be  prepared  to  revise  our  universal  service  policies  in  light  of  changes  in  technology 
ana  the  marketplace. 

Question.  How  can  we  promote  public  policy  that  encourages  and  permits  all  pro¬ 
viders  of  telecommunications  services,  wnether  they  be  local  phone  companies,  long 
distance  phone  companies,  or  electric  utilities,  to  compete  to  provide  advanced  tele¬ 
communications  services  for  educational  institutions? 
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Answer.  In  my  judgment,  the  most  efiTective  policy  for  encouraging  delivery  of  ad¬ 
vanced  telecommunications  services  to  educational  institutions  is  one  that  seeks  to 
promote  competition  wherever  feasible.  Experience  has  demonstrated  that  competi¬ 
tion  can  stimulate  service  innovations,  reduce  prices  and  improve  service  quality. 
Market  and  technological  forces  should  determine  the  success  or  failure  of  a  tech¬ 
nology  or  service  rather  than  government  directive. 

Hence,  one  of  the  responsibilities  of  regulatory  agencies  is  to  adopt  policies  that 
remove  unnecessary  barriers  to  competitive  entry.  At  the  same  time,  we  must  exer¬ 
cise  our  oversight  responsibilities  over  telecommunications  carriers  to  ensure  that 
they  do  not  engage  in  improper  cross-subsidization  or  other  anticompetitive  prac¬ 
tices  that  deprive  consumers  of  the  full  benefits  of  a  competitive  marketplace.  This 
oversight  is  particularly  important  in  markets  that  are  not,  or  not  yet,  fully  competi¬ 
tive. 

Finally,  our  commitment  to  policies  that  promote  competition  must  be  matched 
by  our  commitment  to  policies  that  maintain  universal  services.  Legislation  now 
pending  in  the  Senate  explicitly  recognizes  that  the  access  of  educational  institu- 
tioito  tr  advanced  telecommunications  services  must  be  part  of  a  national  universal 
service  policy. 

Question.  How  can  the  Federal  Communications  Commission  monitor  the  process 
to  see  that  our  national  educational  access  objectives  are  being  met  by  this  market 
incentive  approach? 

Answer.  Each  year,  the  staff  of  the  Federal/State  Joint  Board  in  Docket  80-286 
prepares  a  report  containing  comprehensive  statistical  data.  This  report  contains  in¬ 
formation  on  a  wide  variety  of  subjects,  including  telephone  subscribership  and  pen¬ 
etration,  lifeline  programs,  high  cost  assistance  programs,  network  usage  and 
growth,  iid^astructure  development  and  new  services.  In  addition,  the  Industry 
Analysis  Division  of  the  FCC’s  Common  Carrier  Bureau  regularly  compiles  and  re¬ 
ports  data  concerning  a  wide  variety  of  important  policy  issues.  For  example,  the 
Division  publishes  semi-annually  a  comprehensive  report  on  trends  in  the  telephone 
industry,  including  information  about  aggregate  usage  of  the  network  and  industry 
revenues  and  data  concerning  various  FCC  programs,  such  as  the  Lifeline  Assist¬ 
ance  Program.  These  2‘eports  could  be  expanded  to  include  the  access  information 
mentioned  in  your  question.  Moreover,  I  think  it  is  noteworthy  that  H.R.  3636,  if 
enacted,  would  require  the  National  Telecommunications  and  Information  Adminis¬ 
tration  to  conduct  an  annual  survey  of  educational  institutions. 

Question.  In  the  context  of  S.  1822,  we  have  been  discussing  the  important  subject 
of  universal  service.  We  have  a  major  challenge  to  figure  out  how  to  integrate  the 
benefits  of  universal  service  policies  based  on  service  mandates,  while  at  the  same 
time  fashioning  policies  based  on  economic  requirements  and  competition. 

^tion  103  of  S.  1822,  as  you  know,  would  require  all  telecommunications  car¬ 
riers  to  permit  education^  institutions,  health  care  institutions,  libraries  and  other 
entities  to  obtain  intrastate  and  interstate  services  at  preferential  rates  entities  to 
ensure  universal  service,  [sic] 

Please  discuss  the  manner  and  mechanism  by  which  universal  service  funds  could 
be  utilized  to  fund  educational  telecommunications  s^^rvices. 

Answer.  Historically,  the  focus  of  universal  service  policies  has  been  to  promote 
the  widespread  availability  of  basic  telephone  service.  As  society  evolves  in  the  in¬ 
formation  age,  however,  the  FCC  has  a  duty  to  review  its  universal  service  policies 
in  light  of  developing  markets  and  advancing  technologies,  including  the  objectives 
of  such  policies.  The  pending  Senate  legislation  directs  the  FCC  to  establish  a  na¬ 
tional  universal  service  policy  and  properly  affords  the  FCC  flexibility  to  adapt  its 
policy  to  the  emerging  competitive  environment. 

As  you  note,  the  pending  legislation  recognizes  that  educational  and  other  institu¬ 
tions  are  an  important  component  of  universal  service.  Section  103  of  S.  1822  would 
authorize  the  FCC  and  state  governments  to  require  telecommunications  service 
providers  to  provide  access  to  certain  entities,  including  schools,  libraries,  and 
health  care  institutions,  at  preferential  rates.  In  addition  to  traditional  universal 
service  mecharusms,  the  FCC  might  also  seek  to  explore  new  mechanisms,  including 
those  that  target  directly  entities  with  unique  needs. 

Anally,  I  l^lieve  that  Section  201A(bX2)  of  S.  1822,  which  requires  all  tele¬ 
communications  service  providers  to  contribute  to  universal  service  goals  is  central 
to  fulfilling  national  universal  service  objectives.  Ensuring  that  all  carriers  contrib¬ 
ute  equitably  to  the  protection  and  advancement  of  universal  service  will  enable  the 
Commission  to  promote  its  objectives  in  a  fair  and  efficient  manner. 
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Question  Submitted  by  Senator  Pete  V.  Domenici 

NEW  USER  FEES 

Question,  The  President  has  requested  new  user  fees  totalling  $73  million  as  an 
ofi^t  to  a  proposal  to  reimburse  states  for  the  incarceration  cost  of  illegal  aliens. 

1.  What  tees  does  the  administration  propose  to  increase? 

2.  Since  this  is  beina  explicitly  offer^  as  an  offset  for  a  program  not  related  to 
communications,  isn’t  this  fee  increase  actually  a  form  of  a  tax  increase?  What  bene^ 
fits  will  be  derived  fiom  this  increase  in  user  fees  that  would  not  be  derived  from 
the  use  of  directly  appropriated  funds? 

3.  As  Chairman,  do  you  support  the  Administration’s  proposal  for  an  additional 
$73  million  in  fees? 

Answer.  It  is  my  understandir^  that  the  Administration  proposes  an  increase  in 
both  application  processing  (Section  8)  fees  and  regulatoi^  (Section  9)  fees  in  order 
to  fully  offset  the  Commission’s  fiscal  year  1995  appr^nation.  What  the  Adminis¬ 
tration  is  proposing,  I  believe,  is  that  the  direct  beneficiaries  of  our  r^pilatory  ac¬ 
tivities  be  required  to  offset  the  costs  of  the  Ck)mmi8sion.  The  Commission  would 
not  benefit  directly  from  the  imposition  of  additional  fees.  The  primary  beneficiary 
would  be  the  general  public,  given  that  tax  receipts  would  no  longer  ne^  to  be  used 
to  fund  the  Clommission  as  is  currently  the  case.  I  support  the  mil  funding  of  FCC 
operations  through  the  imposition  of  fees  on  the  direct  oeneficiaries  of  the  Commis¬ 
sion.  In  the  present  environment  it  affords  the  (Commission  an  ability  to  increase 
its  capability  and  carry  out  its  responsibilities  more  expeditiously.  I  will  defer  to  the 
Administration  and  the  (Congress  to  decide  how  the  funds  should  ultimately  be  allo¬ 
cated. 


Questions  Submitted  by  Senator  Mitch  McConnell 

BILLED  PARTY  PREFERENCE  PROPOSAL 

Question,  I  wanted  to  call  your  attention  to  the  Billed  Party  Preference  (BPP)  pro¬ 
pel  now  being  discussed  at  the  FCC.  I  have  a  number  of  concerns  over  this  pro¬ 
posal  that  I  would  like  you  to  address  for  my  benefit.  As  I  understand  the  proposal, 
consumers  would  have  &eir  travel  calls  automatically  routed  to  the  carrier  they  use 
at  home.  This  certainly  would  have  some  appeal. 

Critics  of  the  BPP  plan  allege  that  aside  from  the  costliness  of  the  plan,  there 
is  no  roason  to  implement  it  b^use  consumers  can  already  "dial  around”  carriers 
they  don’t  want  to  use  and  the  competitive  landscape  would  be  damaged  if  hundreds 
of  small  payphone  operators,  operator  service  companies  and  long  distance  carriers 
were  to  go  out  of  business  as  a  result.  Has  anyone  in  the  FCC  looked  at  the  job 
impact  this  might  have?  It  is  my  understanding  that  a  number  of  providers  would 
be  hurt  by  this,  but  many  who  would  be  helped.  I  would  like  to  hear  your  views 
on  this  and  the  current  state  of  the  proposal. 

Answer.  On  May  19,  1994,  the  Oimmission  announced  that  it  would  seek  further 
comment  on  whether  to  mandate  a  new  system  for  routing  "0  +  ”  calls — that  is,  calls 
that  are  made  by  entering  a  "0”  followed  by  a  long  distance  number.  While  the  Com¬ 
mission  found  that  the  e^dence  available  to  it  indicated  that  the  benefits  of  the  new 
system,  called  Billed  Party  Preference  or  BPP,  outweighed  its  costs,  the  Commission 
also  found  that  some  of  the  data  underlying  its  cost/benefit  analysis  were  not  as 
firm  or  as  current  as  it  desired. 

Currently,  0+  calls  are  sent  to  the  operator  services  provider  (OSP)  to  which  the 
premises  owner  or  payphone  provider  presubscribes.  Under  BPP,  calls  would  be 
routed  automatically  to  the  OSP  preferred  by  the  party  being  billed  for  the  call.  For 
example,  a  calling  card  call  would  be  routed  to  tne  cardholders  preferred  OSP.  A 
collect  call  would  be  routed  to  the  called  party’s  preferred  OSP.  A  call  billed  to  a 
third  party  would  be  routed  to  the  OSP  to  which  that  third  party  had  presubscribed. 

The  Commission  found  that  BPP  would  provide  three  principal  benefits.  First,  it 
would  make  operator  services  more  “user  friendly.”  Unaer  a  BPP  system,  callers 
would  be  able  to  make  all  of  their  operator-assist^  calls  on  a  0  +  basis,  and  they 
would  be  able  to  do  so  with  the  knowledge  that  calls  would  be  automatically  han¬ 
dled  by  the  OSP  with  which  the  billed  party  had  chosen  to  do  business  at  the  rates 
offered  by  that  OSP. 

Callers  who  currently  use  access  codes  would  no  longer  need  to  do  so.  Callers  who 
do  not  use  access  codes  would  no  longer  face  the  risk  that  their  call  would  be  carried 
by  an  operator  service  provider  with  rates  considerably  hi^er  than  the  industry  av¬ 
erage.  Based  on  data  in  the  Commission’s  November  1992  report  issued  purouant 
to  me  Telephone  Operator  Consumer  Services  Information  Act,  the  Ckimmission  es- 
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timated  that  BPP  would  likely  enable  consumers  to  save  about  $280  million  per 
year  by  avoiding  operator  service  providers  with  rates  higher  than  the  AT&T/MCI/ 
Sprint  average. 

Second,  the  Commission  found  that  BPP  would  force  OSFs  to  refocus  their  com¬ 
petitive  efforts  towards  serving  consumers  rather  than  serving  aggregators,  such  as 
premises  owners  or  payphone  providers.  The  Commission  recogniz^  that  such  a 
shift  in  competitive  focus  would  almost  certainly  eliminate  the  commissions  that 
OSFs  now  pay  to  aggregators  for  directing  0+  calls  to  them.  Moreover,  based  on 
the  available  data,  it  estimated  that  the  elimination  of  commissions  could  save  oper¬ 
ator  service  providers  about  $340  million  per  year  on  interLATA  0+  calls.  Not  only 
did  the  Commission  find  that  this  could  offset  a  substantial  portion  of  the  costs  of 
BPP,  but  that  a  shift  in  competitive  focus  could  also  foster  lower  prices  and  better 
service  for  consumers. 

Finally,  the  Commission  noted  that  BPP  would  eliminate  certain  AT&T  advan¬ 
tages  in  the  operator  services  market.  For  example,  it  would  enable  AT&Ts  com¬ 
petitors  to  offer  end  users  the  same  0  +  access  as  AT&T. 

On  the  other  hand,  the  Commission  also  noted  that  BPP  is  an  expensive  tech- 
nolo^.  While  it  found  that  available  data  indicated  that  the  net  cost  of  BPP  for 
LEC^  would  be  approximately  $380  million  on  an  amortized  unseparated  cost  basis, 
with  an  additional  estimated  $35  million  per  year  for  OSP  expenses,  it  observed 
that  this  estimate  was  based  on  data  that  was  not  as  firm  nor  as  current  as  it  would 
have  liked. 

Therefore,  the  Commission  chose  to  issue  a  Further  Notice  that  sets  forth  in  de¬ 
tail  its  cost^nefit  analysis  based  on  the  available  data,  giving  parties  the  oppor¬ 
tunity  to  comment  on  the  analysis  and  to  submit  additional,  updated  data  to  cor¬ 
roborate  or  refute  it.  The  Commission  also  seeks  comment  on  whether  some  or  all 
of  the  benefits  of  BPP  could  be  achieved  through  alternative,  less  costly  measures. 

Finally,  the  Commission  also  addressed  some  aspects  of  how  BPP  should  be  im¬ 
plemented  in  the  event  it  decides  to  mandate  it.  For  example,  the  Commission  de¬ 
cided  that,  if  mandated,  BPP  should  apply  on  a  nationwide  basis  to  all  0  +  and  0  - 
interLATA  calls  and  that  it  should  accommodate  commercial  credit  cards.  It  also 
concluded  that  BPP  should  not  give  either  LEC’s  or  OSFs  the  exclusive  ability  to 
issue  line  number  cards,  however,  it  seeks  further  comment  on  whether  BPP  should 
include  a  fourteen  or  ten-di^t  screening  design.  It  also  seeks  comment  on  whether 
prison  phones  should  be  subject  to  BPP. 

FCC  PRIORITIES 

Question.  You  have  requested  an  expansion  of  FCC  staff  and  financial  resources. 
What  are  your  priorities  and  the  most  pressing  needs  before  the  Commission? 

Answer.  The  Commission  has  needs  for  additional  staff  in  all  of  its  primary  pro¬ 
gram  areas:  Authorization  of  Service,  Enforcement,  International,  Policy  and  Rule- 
making,  and  Public  Service. 

In  order  to  provide  a  responsive  regulatory  framework  for  the  rapidly  changing 
telecommunication  industry,  the  Commission  must  expedite  the  review  of  existing 
rules  and  the  consideration  of  new  rulemaking  requests.  Accordingly,  we  are  re- 
<^uesting  additional  staff  for:  analyzing  the  legd,  economic,  and  technical  ramifica¬ 
tions  of  the  technological  advance  and  industry  growth  of  both  common  carrier  and 

grivate  land  mobile  communications;  expediting  the  review  of  common  carrier  tariff 
lings  and  proposed  accounting  rules  changes;  conducting  spectrum  usage  studies 
to  support  NTlA's  strategic  management/planning  initiative;  reviewing  broadcast 
ownersnip  rules  in  light  of  the  entrance  or  Digital  Audio  Broadcasting  (DAB)  into 
the  market;  expediting  new  rulemakings  on  advanced  television  and  prime  time  ac¬ 
cess;  and  developing  redundant  expertise  in  analyzing  potential  RF  radiation  haz¬ 
ards  of  new  telecommunications  devices. 

The  Commission’s  Enforcement  program  likewise  requires  additioned  staff  for:  re¬ 
solving  complaints  against  common  carriers;  conducting  common  carrier  cost  alloca¬ 
tion  field  audits;  implementing  the  revised  Emergency  Broadcast  System  (EBS);  and 
responding  to  indecency.  Equal  Employment  Opportunity  (EEO)  and  political  pro¬ 
gramming  rules  violations. 

In  the  Authorization  of  Service  program,  the  Commission  has  an  urgent  need  for 
staff  to  process  applications  for:  Multi-channel  Multi-point  Distribution  System 
(MMDS);  Instructional  Television  Fixed  Service,  AM,  FM  and  FM/Translators;  Di¬ 
rect  Broadcast  Satellites;  Microwave  Services;  International  §214  systems;  and 
Radio  Experiments.  These  staff  would  help  to  expedite  the  start-up  of  new  commu¬ 
nications  service  providers  and  the  field  testing  and  development  of  new  commu¬ 
nications  technologies. 
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SUBCOMMITTEE  RECESS 

Senator  HOLLINGS.  The  subcommittee  will  stand  in  recess  until 
Thursday,  May  6,  when  we  will  hear  from  the  Legal  Services  Cor¬ 
poration  and  the  Securities  and  Exchange  Commission. 

[V^ereupon,  at  12:05  p.m.,  Thursday,  April  28,  the  subcommittee 
was  recessed,  to  reconvene  at  10  a.m.,  Thursday,  May  5.] 


DEPARTMENTS  OF  COMMERCE,  JUSTICE,  AND 
STATE,  THE  JUDICIARY,  AND  RELATED 
AGENCIES  APPROPRIATIONS  FOR  FISCAL 
YEAR  1995 


THURSDAY,  MAY  5,  1994 

U.S.  Senate, 

Subcommittee  of  the  Committee  on  Appropriations, 

Washington,  DC, 

The  subcommittee  met  at  10:20  a.m.,  in  room  S-146,  the  Capitol, 
Hon.  Ernest  F.  Hollings  (chairman)  presiding. 

Present:  Senators  Hollings,  Domenici,  and  Gramm. 

LEGAJ.  SERVICES  CORPORATION 

STATEMENT  OF  DOUGLAS  S.  EAKELEY,  CHAIRMAN,  BOARD  OF  DIREC¬ 
TORS 

ACCOMPANIED  BY: 

MARIA  LUISA  MERCADO,  CHAIR,  COMMITTEE  ON  AUDIT  AND  AP¬ 
PROPRIATIONS,  BOARD  OF  DIRECTORS 
ALEXANDER  FORGER,  PRESIDENT 
JOHN  TULL,  DIRECTOR  OF  PROGRAM  SERVICES 

OPENING  STATEMENT  OF  HON.  ERNEST  F.  HOLLINGS 

Senator  Rollings.  This  morning  the  subcommittee  will  conclude 
its  fiscal  1995  hearings  with  a  review  of  the  budget  requests  for  the 
Legal  Services  Corporation  and  the  Securities  and  Exchange  Com¬ 
mission.  Appearing  first  will  be  the  Chairman  of  the  Legal  Services 
Corporation  Board  of  Directors,  Mr.  Douglas  S.  Eakelw,  and  the 
chair  of  its  Committee  on  Audit  and  Appropriations,  Maria  Luisa 
Mercado. 

The  Legal  Services  Corporation's  budget  request  for  fiscal  year 
1995  as  transmitted  by  the  President's  budget  is  $500  million.  This 
represents  a  $100  million,  or  25  percent,  increase  above  the 
amount  appropriated  last  year. 

Let  me  welcome  Chairman  Eakeley  and  Ms.  Mercado,  who  I 
should  note  are  testifying  before  the  subcommittee  for  the  first 
time. 

We  also  have  sitting  at  the  table  the  President  of  the  Corpora¬ 
tion,  Alexander  Forger,  and  John  Tull,  Director  of  Program  Serv¬ 
ices.  We  have  got  the  whole  power  structure  here. 

Welcome.  Let  me  hear  from  you,  sir. 

Excuse  me.  I  will  yield. 

Senator  DOMENICI.  No;  I  will  save  it. 

Senator  Rollings.  Senator  Gramm? 

(847) 
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Senator  Domenici.  Senator  Gramm  is  going  to  ask  some  ques¬ 
tions. 

Senator  Gramm.  Yes;  I  will  just  wait. 

Senator  Rollings.  Go  right  ahead. 

Mr.  Eakeley.  Thank  you,  Mr.  Chairman. 


PREPARED  STATEMENT 

We  have  submitted  our  testimony.  I  would  just  like,  if  I  could, 
to  make  some  introductory  remarks. 

Senator  Rollings.  Your  statement  will  be  included  in  its  en- 
tir^.  You  may  highlight  it  as  you  wish. 

[The  statement  tollows:] 


Statement  op  Douglas  S.  Eakeley 

We  would  like  to  thank  the  Chairman  and  members  of  this  committee  for  their 
strong  support  of  civil  legal  services  for  the  poor.  It  is  only  through  your  support 
over  me  past  two  decades  that  the  Legal  Services  Corporation  has  o^n  able  to  pur¬ 
sue  its  mission  to  ensure  equal  justice  for  people  living  in  poverty  throi^  the  provi¬ 
sion  of  high  quality  representation,  and  to  empower  poor  people  to  improve  their 
lives  through  the  i^e  of  law.  The  Corporation  carries  out  this  mission  by  funding 
programs  which  provide  direct  legal  representation  for  millions  of  families,  men, 
women  and  children,  who  are  struggling  to  meet  their  most  basic  survival  needs. 
In  addition,  the  local  programs  prcivide  community  legal  education,  and  serve  as  a 
problem-solving  resource  to  low  income  people  and  their  communities. 

The  need  for  legal  services  is  great.  Every  day,  thousands  of  people  living  in  pov- 
er^  confront  legal  issues  which  affect  their  survival,  health,  housing,  and  physical 
safety.  When  they  bring  their  problems  to  L^al  ^rvices  offices,  many  must  be 
tum^  away  simply  because  there  are  not  enoum  resources  to  provide  help. 

The  eleven  members  of  the  newly  appointed  Board  of  Directors  of  the  Legal  Serv¬ 
ices  Corporation  took  office  less  than  six  months  ago.  Already,  we  have  begun  to 
ensure  tnat  this  critical  part  of  our  nation’s  justice  system  is  better  able  to  provide 
high  quality,  effective  and  economical  services  to  the  p<wr.  We  have  committra  our¬ 
selves  to  ensuring:  high  quality  legal  representation  wnich  leven^es  and  maximizes 
scarce  resources;  a  Mgh  level  of  effective  accountability*  the  repair  of  damaged  serv¬ 
ice  delivery  capabilities;  the  restoration  of  a  high  level  of  integri^  and  public  con¬ 
fidence  in  the  Corporation’s  ability  to  carry  out  the  mission  of  the  L^al  Services 
Corporation  Act;  and  responsible  leadership  and  stewardship  of  the  Corporation’s 
mission. 

Day  to  day  and  throughout  our  nation,  it  is  the  legal  services  lawyer  and  para¬ 
legal  who  use  the  legal  process  to:  enforce  the  low-income  family’s  right  to  safe,  hab¬ 
itable  and  drug-firee  housing;  ensure  a  mother’s  physical  safety  for  nerself  and  her 
children  in  the  face  of  an  abusing  spouse  or  partner;  help  a  welfare  recipient  cut 
red  tape  in  order  to  obtain  job  training  and  climb  out  of  poverty;  protect  the  farm¬ 
workers  right  to  toil  free  from  fear  of  ufe-threatening  pesticides;  save  family  farms: 
enable  a  ment  to  obtain  essential  disability  assistance;  help  communities  build 
housing  for  homeless  low-income  working  families  and  teen  mothers  who  are  strug- 
l^ng  to  finish  their  education^  and  fight  against  the  subtle  practices  of  discrimina¬ 
tion  based  on  race,  gender  or  family  composition,  and  enforce  the  fair  housing  laws 
on  behalf  of  indigent  families. 

The  Legal  Services  Corporation  initially  submitted  a  request  for  a  fiscal  year  1995 
appropriation  of  $W8  million  which  is  the  cost  of  providing  “minimum  access’*  to 
legal  services  in  the  United  States  tod^.  In  light  of  the  extreme  pressure  on  limited 
federal  funds  this  year,  however,  the  Corporation  has  recently  submitted  a  revised 
budget  request  of  $500  million,  in  full  support  of  President  Clinton’s  budget  rec¬ 
ommendation  for  the  Legal  Sei^ces  Comration.  'The  President’s  recommendation 
affirms  the  Corporation’s  commitment  of  the  great  ma  jority  of  its  resources  to  the 
direct  delivery  of  services  to  eligible  clients.  As  our  revised  fiscal  year  1995  budget 
request  shows  in  detail,  we  propose  to  allocate  more  than  ninety  percent 
($452,453,000)  of  our  fiscal  year  1995  appropriation  for  the  direct  delivery  of  legal 
services  to  eligible  clients  (cat^ories  I. A.  and  LB.  of  the  attached  table). 

Most  of  these  funds  for  legal  assistance  to  low  income  dients  ($417,075,000)  wiU 
be  distributiMl  in  grants  to  the  282  Basic  Field  programs  that  offer  services  in  every 
county  in  the  Umted  States.  These  programs  are  led  by  local  boards  of  directors. 
A  migority  of  the  local  board  directors  are  appointed  by  local  bar  associations,  and 
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most  of  the  remainder  of  the  boards'  memberships  are  made  up  of  people  who  are 
elimble  for  the  legal  services  that  the  programs  provide. 

Other  field  programs  are  specially  stafied  and  situated  to  meet  the  specific  legal 
needs  of  Native  Americans  living  on  or  near  reservations  and  of  mi^nt  farm¬ 
workers  as  thev  work  to  plant,  tend,  and  harvest  our  crops.  Specialized  legal  knowl¬ 
edge  and  carefiiUy  designed  method  of  responding  to  extraordinary  needs  are  re- 
qiured  to  serve  thesepopulations,  and  there  has  also  been  a  rapid  increase  in  the 
migrant  population.  Tne  budget  therefore  reflects  augmented  funding  in  this  area. 
The  Corporation  plans  to  undertake  a  demonstration  project  to  begin  serving  the 
critical  legal  neeas  of  poor  people  who  live  in  nursing  homes  and  other  long-term 
care  facilities  for  the  elderly  ana  disabled,  mental  health,  juvenile  and  other  institu¬ 
tions.  Historicaliy,  these  people  have  not  been  included  in  the  "count”  of  people  that 
the  Corporation’s  funding  has  been  intended  to  serve  because  they  are  counted  sepa¬ 
rately  by  the  Bureau  of  the  Census. 

Of  the  $462,000,000  allocated  to  direct  deliveiy  of  legal  services  to  eligible  clients, 
$5,156,000  is  proposed  for  use  in  Other  Direct  Delivery  (I.B.).  This  flinmng  line  in¬ 
cludes  $1,554,000  for  Supplemental  Field  programs  which  have  served  as  labora¬ 
tories  and  models  for  private  attorney  involvement  and  include  such  initiatives  as 
judicare  projects  and  pro  bono  referral  programs.  In  addition,  within  this  category, 
LSC  requests  $1,710,000  with  which  to  make  continuing  grants  to  encourage  law 
schools  to  participate  in  the  delivery  of  legal  assistance  to  the  poor,  to  train  new 
Legal  Services  program  staff  attorneys,  and  to  develop  the  private  bar’s  knowledge 
and  sensitivity  towards  addressing  t3ie  leg^  needs  oi  low-income  people.  As  there 
is  a  further  immediate  need  to  assist  LSC-funded  proCTams  to  recruit  and  retain 
high-quality  staff,  the  Corporation  also  i^uests  $1,892,000  with  which  to  make 
grants  or  enter  into  contracts  for  meritorious  and  innovative  projects  for  program 
improvements  that  enhance  diversity  and  assist  in  the  recruitment  and  retention 
of  staff  through  such  projects. 

Seven  percent  of  the  total  fiscal  year  1995  budget  request  ($32,747,000)  is  allo¬ 
cated  for  Support  for  the  Delivery  of  Legal  Assistance  (categories  ll.A.  and  II. B.). 
Many  local  legal  services  attorneys  are  engaged  in  a  poverty  lawyer’s  version  of  a 
general  law  practice.  While  their  expertise  is  broad,  it  cannot  be  of  infinite  depth 
on  every  subject.  Currently,  sixteen  National  Support  centers,  and  State  Support 
centers  in  every  state,  play  a  critical  partnership  role  with  local  programs  by  provid¬ 
ing  highly  specialized  substantive  and  procedural  legal  expertise,  training  on  new 
legal  issues,  and  brief  banks  and  reference  materials.  These  resources  are  invalu¬ 
able  to  local  programs  as  well  as  administrative  agencies  and  officials  who  seek 
their  expertise  in  considering  how  the  law  affects  poor  people. 

During  the  last  decade,  funding  for  such  support  capability  has  not  kept  pace  with 
funding  for  the  local  programs  they  serve.  In  addition,  new  areas  of  critically  needed 
support  have  emerged  in  response  to  dramatic  demographic  changes  in  the  low-in- 
come  community  and  accompanying  changes  in  substantive  legal  issues  faced  by 
poor  people.  As  a  result,  the  Corporation  seeks  to  enhance  its  funding  in  these  sup¬ 
port  areas. 

Other  important  support  components  include  continuation  and  improvement  of 
the  National  Clearinghouse  for  Legal  Services,  the  Regional  Training  Centers,  and 
computer  assisted  legal  research  in  response  to  growing  field  program  needs.  In  ad¬ 
dition,  the  Corporation  seeks  support  funds  for  three  critically  needed  expansions 
of  capabilities  of  Field  Program.  First,  $800,000  will  be  made  available  to  CTantees 
for  training  they  identify  as  their  highest  priority,  including  entry  level  and  experi¬ 
enced  staff  attorney  skills,  supervisory  skills  training  for  managers,  intake  and  re¬ 
ferral  techniques  for  paralegals,  or  financial  management  for  administrators.  Sec¬ 
ond,  to  improve  efficiency,  $913,000  will  be  distributed  for  adopting  better  tech¬ 
nology,  including  computers  and  office  systems,  and  for  development  of  client  serv¬ 
ices  employing  mediation,  conciliation,  and  negotiation  rather  than  relying  solely  on 
litigation.  Th5d,  $1,700,000  will  be  used  to  develop  innovative  projects  that  involve 
clients  effectively  in  finding  ways  to  solve  their  own  legal  problems,  help  other  poor 
people  without  lawyer  intervention,  and  participate  in  local  program  delivery  of  high 
quality  legal  services.  In  each  of  these  three  areas,  prior  Corporation  experience  has 
made  it  clear  that  local  programs  can  use  specially  targeted  funding  to  implement 
efficient  and  effective  additions  to  their  current  work  for  clients.  Consequently,  in 
each  area,  the  Corporation  will  solicit  proposals,  review  them  for  merit  and  make 
special  purpose  grants  to  the  best  projects. 

LSC  Management,  Administration  and  Board  Initiatives  represent  only  3  percent 
of  the  overall  budget  (categories  III. A  and  III.B).  This  allocation  reflects  the  Cor¬ 
poration’s  commitment  to  maximize  resources  available  to  direct  service  delivery  to 
eligible  clients.  Management  and  Administration  funds  ($12,800,000)  will  allow  the 
Corporation  to  meet  its  mandated  responsibilities.  Particular  emphasis  will  be 
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placed  on  improving  the  Corporation's  ability  to  hold  grantees  accountable  for  com¬ 
pliance  with  their  obligations  to  provide  high  quality,  effective,  and  economical  serv¬ 
ices  to  clients  within  uie  terms  of  the  Corporation's  Act  and  regulations.  Board  Ini- 
ti^tves  ($2,000,000)  will  continue  to  support  the  mund  breaking  Comparative 
Demonstration  Project,  which  seeks  to  measure  and  compare  Legal  Services  pro¬ 
grams  to  each  other  on  the  basis  of  innovative  performance  criteria  and  a  perform¬ 
ance-based  review  process.  The  concluding  phase  of  the  Project  is  scheduled  to  occur 
in  fiscal  year  1995  and  is  projected  to  cost  $9(X),(X)0. 

The  remaining  $1,100,000  will  allow  the  Co^ration  to  conduct  limited  dem¬ 
onstration  projects  on  ways  to  improve  the  delivery  of  legal  services  to  specially 
needy  populations  such  as  the  rural  poor,  the  elderly,  and  women  and  children  suf¬ 
fering  m)m  AIDS;  to  analyze  a  decade  of  experience  with  private  attomj^  involve¬ 
ment  and  ways  to  improve  upon  that  experience,  and  a  long  overdue  effort  to  up¬ 
grade  and  expand  information  systems  and  technology  at  the  Corporation. 

We  urge  you  to  adopt  this  new  bu^et  reouest  ofIbOO  million  as  an  appropriate 
first  step  toward  reacning  eoual  justice  for  tne  more  than  50  million  poor  people  in 
our  nation  who  are  eligible  clients.  These  resources  will  go  toward  immediate  expan¬ 
sion  of  the  ability  of  local  Legal  Services  programs  to  provide  much-needed  direct 
services  to  clients,  while  support  for  local  providers  will  be  strengthened,  and  the 
Corporation’s  ability  to  hold  programs  accountable  and  lead  them  toward  improved 
quality  will  be  enhanced. 

Eighteen  years  ago  the  Legal  Services  Corporation  asked  the  Congress  for  ade¬ 
quate  funding  of  a  civil  legal  services  system  which  could  provide  so-called  “mini¬ 
mum  access.*^  With  the  leadership  of  this  subcommittee,  by  1980  there  was  a  legal 
services  program  covering  even-  part  of  this  land.  During  tne  1980’s,  while  that  de¬ 
liver  system  became  stretched  so  thin  that  it  could  offer  just  a  fraction  of  the  pro¬ 
tection  and  relief  envisioned  by  the  Legal  Services  Corporation  Act,  it  nonetheless 
survived. 

Thank  you  for  your  support  for  this  work  over  the  last  twenty  years,  in  this  year, 
and  in  the  years  to  come. 

LEGAL  SERVICES  CORPORATION  BUDGET  REQUEST-FISCAL  YEAR  1995 


1994  twuest  '*"“**' 


Direct  delivery  of  legal  assistance . 

$483,597,000 

$366,250,000 

$452,453,000 

Field  programs: 

Basic  held  programs . 

457,957.000 

341,865,000 

417,075,000 

Native  American  programs  and  components . 

9,606.000 

8.950.000 

11,635,000 

Migrant  programs  and  components . 

13,267,000 

12,759,000 

16,587,000 

Services  to  people  in  institutions . 

2,000,000 

Total,  field  programs . 

480.830,000 

363.574,000 

447,297,000 

Other  direct  delivery: 

Supplemental  field  programs . 

1.367,000 

1,274,000 

1,554.000 

Law  school  programs . 

1,402,000 

1,710,000 

Attorney  recruitment  programs . 

l.OOO.C^O 

1.892,000 

Special  emergency  funds  . 

400,000 

Total,  other  direct  delivery . 

2,767,000 

2,676.000 

5,156.000 

Support  for  the  delivery  of  legal  assistance: 

Support  centers: 

National  support . 

9,889,000 

9,611,000 

12,494.000 

State  support . 

11.338.000 

10.564.000 

13.733.000 

Total,  support  centers  . 

21.227,000 

20.175,000 

26,227,000 

Other  support: 

Clearinghouse  . 

1.182.000 

1,101,000 

1,343,000 

Training  and  training  centers: 

Regional  training  centers . 

800.000 

795,000 

970,000 

861 

LEGAL  SERVICES  CORPORATION  BUDGET  REQUEST-EISCAL  YEAR  199S-Continued 


1994  request 

1994  ippmpna- 
tion  levels 

1995  request 

New  training . 

Client  involvement . 

Improved  efficiency: 

CALR  grants . 

Oll)ef  innovations . 

100,000 

500,000 

698,000 

500,000 

651,000 

800,000 

1,700,000 

794,000 

913,000 

Total,  other  support . 

3.780.000 

2,547,000 

6,520,000 

Total,  support  for  the  delivery  of 
legal  assistance . 

25,007,000 

22,722,000 

32,747.000 

Corporation  management  and  initiatives:  Management 

and  administration . 

Board  Initiatives: 

Competition  initiatives . 

Other  initiatives . 

14,661,000 

600,000 

1,650,000 

10,928,000 

100,000 

12.800.000 

900,000 

1,100,000 

Total,  board  initiatives . 

2.250,000 

100,000 

2,000,000 

Total,  corporation  management  and  initia< 
tives  . 

16,911,000 

11,028,000 

14,800,000 

Total,  Legal  Services  Corporation  . 

525,515,000 

400,000,000 

500,000,000 

Nott:  line  items  in  fi|uie  columns  1  end  2  are  enliibited  to  correspond  with  the  199S  budget  repuesl 


ACCOMPLISHMENTS  OP  PAST  C  MONTHS 

Mr.  Eakeley.  We  have  a  newly  appointed  and  confirmed  by  the 
Senate  Board  of  Directors  of  the  Lregal  Services  Corporation.  We 
were  sworn  in  on  November  8,  so  we  nave  been  in  office  for  a  little 
bit  less,  a  few  days  less,  than  6  months  now.  We  have  attempted 
to  do  a  great  deal  in  those  6  months.  There  is  a  great  deal  awaiting 
us  to  do  further.  But  I  think  it  is  fair  to  say  that  all  11  of  us  are 
committed  to  the  goal  and  ideal  of  equal  justice  under  law.  We  are 
committed  to  supporting  the  Legal  Services  Cori>oration  and  its 
grantees  as  the  very  important  vehicle  for  advancing  this  country 
toward  that  goal. 

And  we  also  believe  that  in  order  to  accomplish  that  goal  that 
we  need  to  do  as  much  as  we  can  to  broaden  and  expand  the  sup> 
port  for  the  program  and  to  make  it  as  truly  bmartisan  as  possible. 

Although  we  are  driven  and  the  Congress  I  believe  was  driven 
oy  the  goal  of  equal  justice,  there  are  also  some  very  pragmatic 
reasons  we  think  why  this  subcommittee  should  be  supportive  of 
our  program.  The  three  initiatives  you  mentioned,  first  health  care 
reform,  welfare  reform,  and  crime  control,  all  have  aspects  to  them 
that  touch  upon  legal  services  programs,  advocates,  and  clients, 
and  indeed  we  believe  that  an  investment  in  the  legal  services  pro¬ 
gram  will  yield  substantial  advantages  in  accomplishing  health 
care  and  welfare  refoim  and,  indeed,  even  more  importantly  per¬ 
haps,  crime  prevention. 

MISSION  OF  LEGAL  SERVICES  CORPORATION 

The  reason  I  say  that  is  this:  we  provide  access  to  our  system  of 
government  and  to  our  system  of  justice  to  poor  people  who  other- 
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wise  would  not  have  that  access.  That  access  is  important  for  pro¬ 
tecting  their  interests  and  their  rights  and  for  giving  them  a  stake 
in  the  system  and  some  hope  in  the  future  and  an  ability  to  bring 
themselves  out  of  poverty. 

The  more  that  we  can  include  people  in  the  system,  we  think  the 
greater  chance  they  will  have  to  seek  to  improve  their  conditions 
and  to  resist  the  temptation  to  fight  against  that  system.  So  we 
think  that  the  program  is  essentially  and  profoundly  conservative, 
but  also  essentially  and  profoundly  American. 

DESCRIPTION  OF  CHANGES  IN  FISCAL  YEAR  1995  BUDGET  REQUEST 

Now,  of  the  request  that  the  President  has  made,  which  is  a  bit 
less  than  we  had  asked — we  had  asked  for  $848  million,  which  is 
more  than  a  doubling  of  our  current  appropriation.  That  $848  mil¬ 
lion  translated  into,  represents  a  minimum  access  funding  level 
that  was  accomplished  in  1981,  adjusted  for  inflation  and  the  de¬ 
mographics  of  poverty,  roughly  two  lawyers  for  every  10,000  poor 
people  in  the  country. 

We  are  sincere  and  serious  in  seeking  to  pursue  that  minimum 
access  objective,  but  also,  hopefully,  a  little  bit  more  realistic  about 
the  constraints  facing  this  subcommittee  and  the  Congress  this 
year  and  in  the  following  years. 

What  the  President  has  requested  and  0MB  recommended  is  a 
$100  million  increase.  Although  25  percent  is  seemingly  large  in 
percentage  terms,  it  is  small  in  comparison  to  the  base  that  we  are 
seeking  to  rebuild  It  is  small  in  comparison  to  the  vast  undermet 
legal  needs  that  are  in  the  legal  community  that  we  are  unable  to 
serve  today,  and  we  believe  it  is  small  in  comparison  to  the  benefits 
that  we  can  secure  from  the  investment  that  we  can  make  in  serv¬ 
ing  poor  people  and  indeed  advancing  toward  equal  justice. 

Of  that  $100  million  increase,  roughly  86  percent  of  it  will  be 
going  directly  to  what  we  call  the  direct  service  delivery.  That  is 
our  direct  field  programs  plus  our  programs  serving  native  Ameri¬ 
cans  and  migrant  farm  workers.  It  is  roughly — we  have  320  or  so 
programs  in  those  three  direct  services  categories.  So  as  you  can 
see,  a  $75  million  increase  for  320  programs  is  not  a  lot  of  money 
to  provide  some  additional  services  and  capacity.  But  that  is  basi¬ 
cally  the  thrust  of  what  we  seek,  a  capacity  enhancement. 

The  balance  of  our  increase  we  are  seeking,  roughly  $12  million 
of  the  $14  million  we  are  seeking  in  order  to  increase  the  efficiency 
and  the  effectiveness  of  the  delivery  system  we  have  by  way  of  ad¬ 
ditional  training,  by  way  of  working  with  our  client  population  to 
help  them  help  themselves  better,  without  need  of  many  lawyers, 
by  way  of  better  communications,  better  computer  assistance  and 
the  like. 

Roughly  less  than  3  percent  of  the  total  budget  and  of  the  in¬ 
crease  we  seek  is  for  management  and  administration  of  the  pro¬ 
gram.  So  it  is  a  direct  passthrough  to  enhance  capacity  and  effec¬ 
tiveness. 

I  think  I  will  stop  there  and  turn  the  table  to  Ms.  Mercado  if  I 
may. 

&nator  Holdings.  Certainly. 
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OPENING  STATEMENT  OF  MARIA  LUISA  MERCADO 

Ms.  Mercado.  Thank  you,  Senator  Hollings,  Senator  Domenici, 
and  Senator  Gramm,  for  having  this  hearing  today.  It  is  really  ex¬ 
citing  for  me,  and  I  say  that  in  a  very  personal  way.  I  think  that 
I  never  would  have  envisioned,  having  worked  in  the  fields  of  west 
Texas  as  a  migrant  farm  worker  at  the  age  of  7  years  old  that  I 
would  be  speaUng  before  the  Senate,  because  people  like  me  in  a 
family  of  10  migrant  farm  workers,  earning  the  kind  of  wages  and 
living  in  the  kind  of  housing  conditions  that  we  lived  in,  it  was  not 
thought  of  that  we  would  be  able  to  get  out  of  the  poverty  cycle. 

And  for  my  father  it  was  always  the  most  wonderful  thing  that 
I  could  become  a  lawyer  in  spite  of  all  the  obstacles  that  came 
along  the  way. 

Senator  Rollings.  From  Lubbock,  TX? 

Ms.  Mercado.  Out  of  Lubbock,  TX. 

Senator  ROLLINGS.  Well,  that  is  a  pretty  rich  place.  How  about 
Kent  Ranee?  Is  he  doing  all  right? 

Ms.  Mercado.  Re  is  not  there  any  more.  He  is  in  Austin. 

Senator  Gramm.  We  moved  him  off  to  Austin. 

Senator  Hollings.  Do  you  ever  run  into  a  Dr.  Haynesworth 
there? 

Ms.  Mercado.  No,  sir;  I  do  not. 

Senator  Rollings.  A  godson  of  mine.  Now  he  has  moved  too.  Go 
on. 

Ms.  Mercado.  Lubbock  has  been  where  I  have  lived  since  I  have 
been  a  lawyer.  I  grew  up  in  farming  communities,  Rartford,  Mor¬ 
ton,  Littlefield,  Plainview,  and  then,  of  course,  migrating  to  Colo¬ 
rado  and  Minnesota,  but  always  from  our  home  base  in  west  Texas. 

So  consequently  I  think  both  on  a  personal  level  and  also  having 
worked  with  leg^  services  as  a  community  agent  before  I  went  to 
Austin  and  then  later  as  a  staff  attorney  with  West  Texas  Legal 
Services,  and  I  worked  with  the  Attorney  (Jenerars  office  for  sev¬ 
eral  years,  also  in  consumer  protection,  and  now  I  have  been  in  pri¬ 
vate  practice  for  quite  some  time,  the  lasting  impression  to  me  that 
has  been  continuous  over  all  that  period  of  time  is  that  poverty  has 
increased  in  a  greater  degree  than  we  thought  it  would  be. 

Twenty-five  years  ago  when  I  was  working  and  helping  people 
trying  to  get  housing  and  trying  to  get  some  access  to  health  care, 
I  thought  that  those  problems  would  be  solved  by  now,  and  obvi¬ 
ously  that  is  not  the  reality.  In  Texas  alone  we  have  over  a  50  per¬ 
cent  increase  in  poverty. 

The  programs  that  we  have  in  legal  services  in  Texas  do  not  even 
provide  69  percent  of  the  people  tnat  we  need  legal  services  in  a 
situation,  whether  it  is  for  housing  or  to  just  get  the  basic  benefits, 
can  they  provide  services.  And  from  my  own  example,  while  I  was 
in  college  and  law  school  it  took  me  7  years  to  get  my  mother,  who 
is  blind,  on  dialysis,  and  to  finally  get  the  Social  Security  Adminis¬ 
tration  to  say  that  she  was  disabled. 

They  did  grant  her  her  benefits  in  the  year  before  she  died.  But 
if  I  as  an  educated  individual  could  not  convince  the  administration 
or  meet  all  the  requirements  or  bring  all  the  medical  documents 
that  needed  to  be  done  to  prove  that  this  person  could  not  possibly 
work  under  any  conditions,  then  you  can  see  the  great  need  for 
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people  who  do  not  have  an  education  or  are  very  marginally  able 
to  understand  the  forms  and  processes. 

So  that  a  lot  of  the  work  that  legal  services  does  is  to  provide 
minimum  access  to  having  someone  survive.  She  was  lucky  that 
she  had  a  couple  of  children  that  could  help  her  out  some,  but 
there  is  a  lot  of  other  people  that  do  not.  That  is  the  disheartening 
aspect  of  it. 


DESCRIPTION  OF  SERVICES 

As  far  as  the  legal  services  is  concerned,  what  we  are  looking  at 
is  trying  to  get  us  back  to  a  level  where  we  can  say  we  are  provid¬ 
ing  minimum  access.  The  goal  when  Legal  Services  was  enacted 
under  the  Legal  Services  Corporation  Act  was  to  provide  minimum 
access,  which  has  been  defined  as  two  lawyers  per  10,000  poor  peo¬ 
ple.  And  in  1980  we  had  just  about  gotten  to  that  level. 

As  you  know,  there  were  a  lot  of  cutbacks  during  the  eighties. 
I  know  from  my  own  personal  experience  that  a  lot  of  the  offices 
in  west  Texas  were  closed.  A  lot  of  the  service  areas  are  no  longer 
being  serviced.  Especially  in  the  rural  communities,  there  is  not 
any  outreach  going  on  into  those  communities  for  legal  services. 
And  the  need  is  much  greater  than  what  is  there. 

PRIVATE  BAR  INVOLVEMENT 

I  have  been  involved  in  the  pro  bono  attorney  program  in  helping 
provide  some  of  the  crisis  help  that  is  needed  for  some  of  the  people 
who  have  to  have  somebody  help  them.  But  there  is  just  not 
enough  lawyers  or  staff  to  help  them  get  their  food  stamps  or  make 
sure  that  they  stay  in  their  house. 

To  me,  I  see  that  as  a  partnership  which  has  allowed  the  regular 
bar,  the  private  bar,  to  understand  that  they  as  private  attorneys 
cannot  possibly  handle  the  need  of  poor  people.  In  Lubbock,  it  is 
one  of  the  best  areas  for  private  attorney  involvement.  They  got  the 
award  from  the  State  bar  last  year  for  the  best  pro  bono  services 
program.  And  even  in  that  aspect,  we  are  not  servicing  as  we 
should. 


VETERANS  COURT  OF  APPEALS 

Senator  Rollings.  Well,  let  me  ask  this  question  then.  I  will  in¬ 
troduce  at  this  point  a  letter  from  the  National  Organization  of 
Veterans  Advocates  dated  February  18,  1994,  to  Mr.  Alexander 
Forger,  from  Keith  Snyder,  complaining  about  the  pro  bono  consor¬ 
tium  being  organized  to  take  away  these  fee-generating  cases  that 
are  before  veterans  appeal. 

Apparently,  if  the  consortium  organized  by  Legal  Services  deter¬ 
mines  that  a  claim  may  net  an  attorney  fee  of  $10,000,  only  then 
will  it  suggest  that  they  receive  private  counsel.  Let  me  say  that 
there  are  many,  many  attorneys  in  private  practice  that  will  take 
cases  lower  than  any  $10,000  fees. 

I  do  not  remember  any  of  those  in  my  day  in  Charleston. 

[The  information  follows:] 
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Letter  From  Keith  D.  Snyder,  President,  National  Organization  of  Veterans’ 

Advocates 


February  18,  1994. 

Legal  Services  Corporation, 

750  First  Street  NE,  11th  Floor, 

Washington  DC  20002. 

ATTN:  Alexander  Forger,  President. 

Dear  Mr.  Forger:  Our  organization  is  an  association  of  private  attorney  and 
non-attomey  practitioners  who  are  admitted  to  practice  before  the  U.S.  Court  of 
Veterans  Appeals.  We  have  members  in  almost  every  state  who  are  actively  rep¬ 
resenting  veterans  and  survivors  who  have  appealed  to  the  court.  Your  organization 
has  provided  funding  to  establish  a  Pro  Bono  Consortium,  an  organization  intended 
to  provide  representation  to  pro  se  appellants  before  the  Court  of  Veterans  Appeals. 

It  was  my  understanding  &om  discussions  with  staff  of  your  predecessor  that  the 
funding  of  the  Consortium  was  not  intended  to  interfere  with  or  compete  with  the 
private  bar.  There  is,  however,  a  very  real  competition  involved  and  it  is  my  sense 
that  the  Consortium  is  adversely  affecting  the  ability  of  the  private  bar  to  reach  cli¬ 
ents.  The  use  of  public  funds  to  undercut  the  ability  of  private  practitioners  to  rep¬ 
resent  veterans  appears  contrary  to  the  purposes  of  tne  Legal  Services  Corpora¬ 
tion — and  is  restricting  the  expansion  of  the  private  bar  in  this  area  of  law. 

The  Consortium  appears  to  make  little  effort  to  determine  whether  a  case  is  fee 
generating  and  would  therefore  be  of  interest  to  the  private  bar.  It  apparently  has 
never  suggested  to  a  pro  se  appellant  that  he/she  should  seek  a  private  attorney  be¬ 
fore  the  Consortium  provides  free  representation.  Instead,  the  Consortium’s  advi¬ 
sor)  board  has  set  an  unrealistic  level  of  potential  fees  as  the  threshold  above  which 
it  might  refer  a  pro  se  appellant  to  a  private  practitioner.  Currently,  only  if  the  Con¬ 
sortium  determines  that  a  claim  may  net  an  attorney  fee  of  $10,000  wul  it  suggest 
the  appellant  seek  private  counsel. 

Our  oreanizatious  members  routinely  acc^t  cases  where  the  potential  for  a  fee 
is  much  less.  My  attempts  to  persuade  the  Consortium’s  advisory  board  (including 
a  presentation  in  November)  that  its  $10,000  attorney  fee  threshold  was  inappropri¬ 
ate  have  been  to  no  avail. 

There  is  another  problem  with  the  Consortium’s  handling  of  .'appeals  that  war¬ 
rants  attention.  The  attorneys  to  whom  the  Consortium  farms  out .  ts  cases  are  only 
obligated  to  provide  representation  before  the  Court  of  Veterans  Appeals.  Almost  no 
cases  are  decided  on  the  merits  by  the  Court;  instead  it  routine!/  remands  cases 
to  Department  of  Veterans  Affairs  for  further  development.  In  my  c^xperience,  the 
cases  must  be  won  at  the  Department. 

Despite  the  importance  of  successfully  completing  the  subsequent  development 
called  for  in  a  court-ordered  remand,  the  Consortium  does  not  obligate  its  pro  bono 
counsel  to  continue  representing  the  veterans.  Nor  does  the  Consortium  have  a 
mechanism  in  place  to  steer  these  cases  to  private  attorneys  who  are  available  to 
provide  representation.  Worse,  unless  the  veteran  retains  private  counsel  for  rep¬ 
resentation  before  the  Department  and  does  so  in  a  contract  that  supersedes  the 
contract  with  Consortium-appointed  attorney,  the  veteran  loses  his  right  to  attorney 
representation. 

We  request  that  you  direct  that  no  further  public  funds  be  expended  on  services 
offered  by  the  Consortium  unless  and  until  these  two  problems  are  addressed.  Our 
organization’s  members  are  located  throughout  the  country  and  are  ready  and  will¬ 
ing  to  provide  representation  to  more  pro  se  appellants — and  willing  to  continue 
their  representation  when  the  claims  are  returned  to  the  local  VA  offices. 

While  there  may  be  a  need  for  some  level  of  public  funding  for  representation  of 
certain  veterans’  claims  at  the  Court,  we  believe  it  is  more  cost  effective  now,  and 
in  the  long  run,  for  the  private  bar  to  meet  the  needs  of  these  veterans.  There  cer¬ 
tainly  seems  to  be  no  utility  in  undercutting  the  private  bar's  willingness  to  assist 
veterans  with  these  cases. 

Sincerely, 

Keith  D.  Snyder, 

Presi^nt. 


Senator  DOMENICI.  A  big  case. 

Senator  ROLLINGS.  Now,  you  say  there  is  a  tremendous  unmet 
need  for  legal  assistance,  and  you  described  it,  both  of  you,  in  very 
dramatic  terms.  You  feel  it  and  you  know  it,  and  yet  you  are  out 
trying  to  undercut  the  private  bar.  We  have  got  to  accept  all  the 
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help  we  can  possibly  get.  Here  are  these  veterans*  private  attorneys 
ready,  willing,  and  able  to  represent  clients  for  the  fee  generated 
by  the  benefits  case  but  we  are  trying  to  reach  into  that  particular 
domain.  All  this  when  we  have  not  yet  satisfied  Lubbock  and  the 
impoverished  there  in  need  of  legal  services. 

How  do  you  justify  that? 

Mr.  Eakeley.  Mr.  Chairman,  that  is  a  quite  unique  program  and 
Mr.  Forger  has  been  diligently  trying  to  understand  all  of  its  con¬ 
tours  and  dimensions.  But  I  think  he  is  probably  the  best  person. 

Senator  HoLLlNGS.  Why  contours  and  dimensions?  I  understand 
it,  or  am  I  inaccurate?  I  will  just  read  the  letter  and  the  question. 

Mr.  Forger.  We  have  been  asked  to  administer  that  program  on 
behalf  of  the  veterans  court,  so  we  undertook  the  task  of  seeking 
to  administer  that  pro  bono  panel.  We  received  the  letter  saying  a 
number  of  cases  are  now  being  handled  by  the  pro  bono  panel,  for 
which  Congress  appropriated  some  $900,000  in  order  to  run  that, 
because  the  veterans  court  saw  that  most  of  its  veterans  were  rep¬ 
resented  by  themselves.  They  were  appearing  pro  se. 

They  had  a  system  in  place  where  they  tried  to  involve  the  pri¬ 
vate  bar.  The  private  bar  was  not  interested  in  taking  most  of  the 
cases.  These  are  like  Social  Security  statutory  benefits  and  it  is  the 
veterans  who  file  to  get  that  payment  of  statutory  benefits,  just  as 
in  Social  Security. 

We  are  looking  into  the  issue  of  treating  that  the  same  as  Social 
Security,  where  Congress  has  said  to  us  that  where  attorney’s  fees 
would  come  out  of  the  monthly  benefits  of  Social  Security  that  it 
was  OK  for  legal  services  to  do  that  without  turning  it  over  to  the 
private  bar. 

Senator  Rollings.  I  understand.  But  I  was  here  when  we  used 
to  have  these  folks  jumping  up  and  down  on  the  steps  during  the 
war  in  Vietnam,  and  the  charge  was  that  we  were  financing  dem¬ 
onstrations  and  it  got  so  that  we  were  not  getting  the  support  for 
legal  services  and  we  had  to  retrench  and  stipulate  that  legal  serv¬ 
ices  was  to  assist  only  in  landlord-tenant  disputes,  domestic  cases, 
those  kind  of  things. 

Now,  if  we  go  into  these  new  fields  where  private  attorneys  are, 
start  displacing  them  over  their  objections,  that’s  going  to  hurt 
your  whole  program.  Is  there  a  ^10,000  limit  before  you  abandon 
a  case  and  let  the  private  attorneys  handle  it? 

Mr.  Forger.  Thus  far  the  veterans  group  that  has  managed  this 
has  said  that  unless  there  is  likelihood  of  a  fee  in  the  range  of 
$10,000  we  will  continue  the  pro  bono  panel.  The  private  bar  has 
said,  we  can  do  this  even  for  $2,000. 

To  the  extent  the  private  bar  can  take  on  any  of  these  issues,  we 
want  very  much  to  have  the  private  bar  involved. 

NEW  ATTORNEY  RECRUITMENT 

Senator  Rollings.  Well,  that  is  what  we  want  as  well. 

Well  now,  and  I  will  yield  to  my  colleagues  in  just  a  moment — 
we  are  glad  to  get  the  folks  out  this  morning.  Right  to  the  point, 
here  again,  we  are  shorthanded  and  shortfunded,  but  I  see  in  the 
justification  a  $1.9  million  request  to  start  another  new  program  of 
student  aid  for  the  recruitment  of  those  who  cannot  pay  their  stu- 
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dent  loans.  So  we  are  going  to  help  them  pay  their  student  loans 
if  they  will  come  in  to  I^gal  Services. 

That  could  be  a  very  worthy  project  and  everything  else,  but  be¬ 
fore  we  start  a  new  endeavor  for  student  aid,  we  need  to  first  meet 
the  basic  legal  needs  of  the  folks  down  home  there  in  Lubbock,  TX. 

Mr.  Eakeley.  This  is  not  a  new  endeavor,  but  really  part  of  the 
need  to  extend  our  capacity  to  deliver  and  improve  the  efficiency 
of  that  delivery.  The  programs  have  been  cut  back  so  drastically 
over  the  years  that  there  has  not  been  much  opportunity  or  capac¬ 
ity  to  bring  in  new  people,  recruit  new  people  from  law  schools,  and 
develop  career  legal  services  attorneys. 

One  of  the  problems  we  confront  now  in  attempting  to  persuade 
young  lawyers  to  enter  into  a  legal  services  career,  given  the  fact 
that  there  are  no  pensions  for  legal  services  attorneys  and  that  the 
legal  services  attorneys'  salaries  are  lower  than  any  other  public 
interest  lawyers  group  out  there.  State  attorney  generals  or  the 
like,  is  the  fact  that  you  have  got  an  overhang  of  law  school  loans 
of  between  $40,000  and  $80,000  for  more  than  one-half  of  the  stu¬ 
dents  graduating  from  law  school  today. 

What  we  are  looking  for  is  a  way  to  help  attract  people  into  the 
program  so  that  they  can  help  us  deliver  more  legal  services  to 
those  in  need.  We  need  lawyers  to  do  that  and  we  need  young  law¬ 
yers  to  be  developed  and  come  along  as  we  do,  and  it  is  very  dif¬ 
ficult  to  do  that. 

We  also  need  to  do  more  to  reach  out  and  develop  the  diversity 
of  the  pool  of  talent  working  in  our  programs,  in  part  so  that  that 
pool  can  be  more  reflective  of  the  clients  that  they  serve. 

Senator  DOMENICI.  Would  the  Senator  yield? 

Senator  Rollings.  Gro  ahead. 

Senator  DOMENICI.  Just  on  this  issue,  I  frankly  have  not  run  into 
anybody  that  is  in  the  business  of  trying  to  find  lawyers  that  they 
want  to  hire  that  has  not  told  me  that  they  have  applicants  coming 
out  their  ears.  I  mean,  I  heard  from  somebody  the  other  day  saying 
that  in  the  U.S.  attorneys  office  in  one  of  our  States  there  were 
enough  applicants  with  high  qualifications  that  hardly  anybody  in 
the  office  would  survive  if  put  up  against  the  applicants. 

Now,  why  do  we  need  new  money  in  this  regard  when  it  would 
seem  to  me  you  ought  to  have  plenty  of  applicants  to  become  part 
of  the  Corporation,  and  if  something  is  not  amiss? 

SALARIES  OF  LEGAL  SERVICES  ATTORNEYS 

Ms.  Mercado.  Just  to  give  you  an  example,  in  Lubbock,  for  ex¬ 
ample,  the  entering  salary  for  a  U.S.  attorney  is  between  $35,000 
and  $40,000  a  year. 

Senator  Domenicl  Yes. 

Ms.  Mercado.  Whereas  the  entering  salary  for  legal  services,  de¬ 
pending  on  which  program  area,  is  between  $16,000  and  $20,000 
a  year.  So  there  is  a  great  deal  of  difference. 

Senator  Domenicl  I  only  use  that  as  one  example. 

Ms.  Mercado.  Right. 

Senator  Domenicl  Is  it  not  true  that  there  are  more  lawyers 
around  that  do  not  have  work  than  any  comparable  time  that  you 
can  remember  in  your  adult  life?  I  mean,  for  me,  I  have  been  at 
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it  longer  than  you  and  there  has  never  been  a  time  when  there  has 
been  more  of  an  abundance  of  lawyers. 

Ms.  Mercado.  That  is  probably  true.  Even  some  of  them — unfor¬ 
tunately,  we  have  had  some  that  have  either  gone  into  some  dif¬ 
ferent  kind  of  field,  whether  it  is  a  business  entrepreneurship  or 
anything  else,  other  than  going  into  a  public  service,  like  legal 
services,  when  the  salary  was  so  low. 

Senator  Gramm.  Could  I  ask  two  questions? 

Senator  Rollings.  Yes;  let  us  yield  to  Senator  Gramm. 

NEW  JERSEY  CLASS  ACTION  LAWSUIT 

Senator  Gramm.  Mr.  Chairman,  I  appreciate  your  yielding.  I 
have  to  run  out  to  another  meeting  and  I  appreciate  you  all  coming 
today. 

I  think  I  have  a  perfect  example  here  of  a  problem  that  people 
like  me  see  with  legal  services.  If  legal  services  really  was  aimed 
at  trying  to  help  poor  people  protect  their  rights,  help  them  in  deal¬ 
ing  with  disputes  involving  business  or  family  matters,  I  think  it 
would  be  much  easier  for  me  to  be  supportive  of  this  program. 

But  I  see  evidence  every  day  of  where  that  is  not  what  you  are 
doing.  And  I  think  a  perfect  example  of  this  occurred  on  December 
1,  1993,  when  five  federally  funded  legal  services  organizations 
filed  a  lawsuit  against  the  Federal  Government  and  the  New  Jer¬ 
sey  Department  of  Health  and  Human  Services  trying  to  overturn 
a  new  New  Jersey  law  on  welfare  reform.  Now,  this  New  Jersey 
law,  the  Family  Development  Act,  which  passed  in  1992,  contains 
a  provision  that  says  if  you  have  children  you  continue  to  receive 
AFDC,  but  after  the  enactment  of  this  law  if  you  conceive  another 
child  while  on  welfare  that  child  will  not  trigger  more  funding. 

You  have  five  legal  services  organizations  that  have  filed  a  law¬ 
suit  against  the  State  of  New  Jersey  trying  to  overturn  that  law, 
which,  by  the  way,  is  similar  to  a  provision  proposed  by  the  Presi¬ 
dent,  is  similar  to  a  provision  that  is  sponsored  by  almost  every 
Member  of  Congress  in  one  form  or  another. 

And  let  me  read  to  you  from  your  lawsuit  the  arguments  that  are 
made  for  overturning  this  law — well,  let  me  just  pick  a  couple  of 
them.  One  argument  is  that  the  law  is  a  compulsory  family  plan¬ 
ning  service,  in  violation  of  Federal  law.  The  law,  however,  simply 
says  you  don’t  get  money  for  having  new  children.  It  does  not  say 
you  cannot  have  them. 

The  lawsuit  claims  that  the  New  Jersey  law  makes  welfare  re¬ 
cipients  unwilling  human  subjects  in  a  research  experiment,  and 
that  denying  additional  benefits  for  conceiving  children  while  on 
welfare  i‘epresents  an  undue  government  intrusion  on  a  woman’s 
fundamental  right  to  make  decisions  about  family  composition,  con¬ 
ception,  and  childbirth,  in  violation  of  the  U.S.  Constitution, 

Now,  what  I  do  not  understand  is  why  we  ought  to  be  giving  $2,3 
million  to  these  five  legal  services  organizations  who  are  trying  to 
overturn  a  law  that  we  support.  That  I  do  not  understand. 

Mr.  Eakeley.  Could  I  answer  your  question  or  your  conundrum 
in  two  different  ways.  Senator. 

Senator  Gramm.  Sure. 


Mr.  Eakeley.  The  first  is  a  little  more  indirect,  but  I  will  get 
back  to  the  New  Jersey  welfare  reform.  I  come  from  New  Jersey. 
I  have  not  read  the  briefs,  but  I  am  familiar  with  it. 

Senator  Gramm.  That  is  why  I  picked  this  one,  because  I  figured 
you  would  know  something  of  it. 

WORK  OF  LEGAL  SERVICES  FIELD  PROGRAMS 

Mr.  Eakeley.  Just  in  terms  of  what  Legal  Services  does,  over 
one-third  of  all  the  cases  and  services  we  render  nationally  are 
family  related.  We  will  submit  pie  charts  to  the  subcommittee,  but 
basically  over  one-third  are  family,  keeping  families  intact,  secur¬ 
ing  benefits  from  a  father  who  is  absent  from  the  home,  dealing 
with  the  status  of  children  in  a  divorce  or  custody  situation.  So  it 
is  one-third  that  we  do  all  family. 

The  next  that  we  do,  most  significant  area  of  case  law  that  we 
do  do,  is  in  the  housing  area.  Over  21  percent  of  our  cases  involve 
housing:  prevention  of  eviction,  the  policing  of  conditions  of  infesta¬ 
tion  of  roaches  and  rats. 

Incidentally,  roughly  80  percent  of  the  people  we  benefit  in  our 
programs  are  children. 

Senator  Gramm.  But  now  these  are  cases.  This  is  not  money. 

Mr.  Eakeley.  This  is  actually  where — ^well,  I  can  deal  with  it  in 
two  different  ways.  The  number  of  cases  we  do  are  family,  housing, 
consumer  finance,  and  income  maintenance.  The  types  of  cases  we 
do,  over  two- thirds  of  the  cases  do  not  involve  litigation;  they  are 
counseling,  advice,  referral,  and  brief  intake  and  closure. 

A  very  small  fraction,  I  believe  it  is  less  than  1  percent,  of  the 
resources  and  cases  done  go  to  class  actions,  where  again  in  most 
circumstances  those  class  actions  have  gone  through  an  elaborate 
procedure  to  begin  with  in  order  to  be  r'oared  by  the  Board  of  Di¬ 
rectors,  that  are  controlled  by  a  majority  of  lawyers  appointed  by 
the  local  bar  association. 

But  again,  the  class  action  may  have  the  greatest  impact,  it  may 
have  the  greatest  visibility,  but  it  is  only  a  small  fraction  of  what 
Legal  Services  does. 

Now,  as  to  the  class  action  itself,  it  is  in  many  cases  the  most 
effective  way  to  reach  large  groups  of  people  who  are  systemically 
affected.  The  Zebley  case,  for  example,  was  a  case  on  behalf  of  dis¬ 
abled  children  denied  benefits  by  the  Social  Security  Administra¬ 
tion.  It  had  to  go  up  to  the  U.S.  Supreme  Court  to  find  that  the 
Social  Security  Administration  was  wrongfully  withholding  those 
benefits.  But  the  cost  of  securing  those  benefits  was  infinitely  less 
because  the  class  action  procedure  was  used. 

Welfare  reform  in  New  Jersey — we  do  not  determine  local  prior¬ 
ities  and  needs.  We  do  not  tell  local  grantees  what  to  do  with  their 
money.  However - 

Senator  Gramm.  Now  wait  a  minute.  It  is  not  their  money.  I  am 
sorry,  I  have  to  object.  It  is  the  taxpayers*  money. 

Mr.  Eakeley.  But  the  Congress - 

Senator  Gramm.  We  tell  people  every  day  what  to  do  with  the 
taxpayers*  money. 
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MERITS  OF  LAWSUIT 

Mr.  Eakeley.  Yes;  you  are  right.  And  the  Congress  has  deter¬ 
mined  that  the  model  for  the  legal  services  program  nationally 
should  be  one  which  is  operated  by  local  programs  pursuing  local 
priorities  and  needs,  as  determined  by  those  local  programs’  boards 
of  directors. 

Now,  in  New  Jersey,  like  every  other  State  virtually,  two-thirds 
of  all  recipients  of  AFDC  are  children.  Those  children  receive  less 
than  60  percent  of  what  the  State  government  has  determined  to 
be  their  minimally  basic  needs  for  food,  shelter,  and  clothing. 

My  understanding  of  the  impetus  for  this  lawsuit,  which  basi¬ 
cally  takes  money  away  from  existing  children  on  welfare,  is  that 
it  does  precisely  that.  If  you  are  a  child  in,  let  us  say,  a  family  of 
three  children,  you  cannot  control  your  mother’s — what  the  law  at¬ 
tempts  to  do  is  penalize  children  for  procreative  decisions  made  by 
their  mothers,  and  it  takes  further  resources  away  from  existing 
children  in  those  families. 

FUNDING  CONSTRAINTS 

Senator  Gramm.  Let  me  stop  you.  You  are  not  making  law.  I 
mean,  the  question  is  the  State  of  New  Jersey  adopted  this  law. 
The  State  of  New  Jersey  said:  We  will  no  longer  subsidize  people 
to  have  children  on  welfare;  they  can  have  them;  it  is  a  free  coun¬ 
try;  but  we  are  not  going  to  pay  them  for  it. 

My  question  is  why,  when  we  are  cutting  over  the  next  5  years 
the  FBI  by  $976  million,  DBA  by  $480  million,  INS  by  $98  million, 
U.S.  Customs  by  $654  million,  U.S.  attorneys  by  $466  million,  pris¬ 
on  construction  by  $488  million,  total  Federal  law  enforcement  by 
$3,866  billion  relative  to  current  services,  why  should  we  be  giving 
vou  $327  million  above  current  services  to  file  lawsuits  against 
New  Jersey,  when  they  are  trying  to  do  the  kind  of  welfare  reform 
that  we  would  like  to  do  ourselves?  That  is  my  question. 

Mr.  Eakeley.  Well,  I  think  your  answer — I  cannot  provide  too 
much  more  of  an  answer  other  than  that  a  different  view  of  the 
lawsuit  is  that  it  is  taking  money  away  from  children  who  already 
have  too  little  to  live  on,  and  that  is  the  one  element  of  the  welfare 
reform  provision  that  is  not  supported  by  the  legal  services  pro¬ 
grams,  and  they  believe  that  it  is  not  appropriate. 

The  Corporation  does  not  endorse  the  initiatives.  It  does  not,  in¬ 
deed,  initiate  the  initiatives.  But  we  do  seek  the  opportunity  to  pro¬ 
vide  funding  so  that  rights  can  be  protected  and  grievances  ad¬ 
dressed. 

Senator  Gramm.  If  I  could  go  back  one  more  time — ^and  I  am  not 
trying  to  get  in  a  confrontation.  One  thing  I  always  try  to  do,  hav¬ 
ing  had  my  own  kinfolks  sit  where  you  sit,  I  always  try  to  be  very 
sensitive  about  people.  And  I  know  you  are  sincere  in  what  you  are 
sajdng. 

But  you  see,  what  bothers  me  is  I  do  not  care  what  legal  services 
lawyers  think  is  appropriate.  If  they  have  views  about  appropriate¬ 
ness,  they  ought  to  run  for  the  legislature  in  New  Jersey  and  vote 
against  these  bills.  It  is  one  thing  to  think  something  is  appro¬ 
priate,  but  what  is  appropriate  is  a  social  desire,  it  is  a  political 
agenda. 
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It  seems  to  me  that  the  only  rationale  for  you  to  file  a  lawsuit 
is  if  you  believe  that  this  law  violated  the  Constitution.  And  when 
I  read  the  points  you  are  trying  to  make,  basically  trying  to  argue 
that  there  is  a  constitutional  right  to  welfare  since  you  are  not 
going  to  pay  people  for  having  children  while  they  are  on  welfare, 
that  somehow  that  is  family  planning,  I  cannot  imagine  that  is  not 
going  to  be  laughed  out  of  the  courthouse. 

CONSTITUTIONAL  ISSUE 

Mr.  Eakeley.  Well,  I  am  not  vouching  for  the  legal  theories.  But 
if,  Senator,  you  would  concede  for  a  moment  that  there  might  be 
a  constitutional  question  presented  by  taking  already  inadequate 
funding  away  from  already  children  who,  through  no  choice  of  their 
own,  were  bom  into  a  family  in  poverty,  if  you  would  concede  for 
the  moment  that  there  might  be  a  constitutional  question  there, 
then  would  you  concede  that  those  children  who  are  already 
through  no  fault  of  their  own  bom  into  that  family  of  poverty 
would  have  the  right  to  some  vindication  or  protection? 

FUNDING  CONSTRAINTS 

Senator  Gramm.  Well,  I  do  not  think  the  Constitution  would  re¬ 
quire  the  Government  to  give  anybody  anything,  based  on  my  read¬ 
ing  of  the  Constitution.  Nowhere  in  the  Constitution  do  I  read  a 
mandate  that  we  give  people  something  based  on  their  income.  I 
mean,  we  have  decided  to  do  that  through  law,  but  I  think  the 
Founding  Fathers  did  not  write  that  into  the  Constitution. 

Here  is  my  point,  and  I  have  got  to  go  down  to  another  meeting. 
But  as  long  as  Legal  Services  continues  to  take  the  taxpayers* 
money  to  oppose  the  will  of  the  taxpayer,  it  is  very  hard  for  some¬ 
body  like  me  not  to  oppose  your  funding.  And  if  you  want  to  get 
money  to  help  poor  people  get  access  to  the  legal  system  for  dispute 
settlement  or  protect  their  individual  rights,  that  is  one  thing. 

But  when  you  are  asking  me  to  take  money  away  from  the  FBI, 
in  essence,  to  give  it  to  you  to  file  lawsuits  against  the  State  of 
New  Jersey,  which  is  doing  something  that  I  strongly  support,  that 
the  people  of  New  Jersey  strongly  support,  that  the  people  of  Amer¬ 
ica  strongly  support,  and  our  Federal  Government  has  now  entered 
this  lawsuit  on  the  side  of  New  Jersey,  so  the  taxpayers*  money  is 
being  spent  on  both  sides  of  this  conflict,  to  me  it  just  seems  Wnd 
of  crazy. 

Mr.  Eakeley.  All  I  can  say.  Senator,  is  it  is  a  very  small  portion 
of  the  Federal  funds  that  go  to  class  actions  across  the  country, 
very  small,  less  than  1  percent.  And  we  have  procedures  for  con¬ 
trolling,  controlling  and  preventing  abuses  of  that  procedure. 

But  we  also  do  have  a  system  where  the  Constitution  protects  in¬ 
dividuals  from  msyorities  and  from  governments.  And  unfortu¬ 
nately,  fortunately  or  unfortunately,  sometimes  Legal  Services  ad¬ 
vocates  are  the  only  ones  able  to  step  in  in  circumstances  where 
some  think  at  least  that  there  is  a  legitimate  claim  that  that  con¬ 
stitutional  right  is  being  impaired. 

Senator  Gramm.  Thank  you,  Mr.  Chairman. 
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LEGAL  SERVICES  PRIORITIES 

Senator  Rollings.  I  can  not  thank  the  Senator  from  Texas 
enough  for  highlighting  this  particular  situation,  because  you  have 
got  to  understand  our  problem.  There  is  no  unanimous  vote  for 
legal  services.  Year  after  year  it  is  on  trial,  and  it  stays  on  trial 
for  the  very  reason  Senator  Gramm  just  illustrated  right  here. 

On  the  one  hand,  Ms.  Mercado  says  there  are  a  bunch  of  children 
who  never  get  any  services  and  are  deserving  and  in  need,  but  we 
cannot  get  to  them  because  we  do  not  have  enough  money. 

Then,  here  are  LSC  providers  serving  a  group  of  children  in  New 
Jersey — theyre  getting  some  money,  but  choose  to  use  it  to  take  a 
New  Jersey  statute.  States  are  the  test  tube  of  democracy,  as  they 
try  these  particular  initiatives  and  we  see  how  they  work.  Here  are 
some  children  that  are  getting  welfare  assistance,  but  they  may  be 
denied  if  that  New  Jersey  statute  is  enforced. 

It  seems  to  me  on  a  matter  of  priorities  you  try  to  get  to  those 
who  are  not  getting  anything.  Your  policy  in  New  Jersey  destroys 
Ms.  Mercado’s  credibility. 

Mr.  Eakeley.  It  is  not  my  policy. 

Senator  Rollings.  If  you  really  believe  her,  you  could  not  con¬ 
scientiously  ever  find  yourself  supporting  these  legal  eagles  who 
are  using  $2  million  to  take  on  the  State  of  New  Jersey  with  a 
class  action  lawsuit.  I  mean,  how  do  you  defend  that? 

Mr.  Eakeley.  It  is  not  my  policy  and  I  am  not  tr^^ng  to  defend 
it. 

Senator  Rollings.  In  an  effort  to  support  Legal  Services  Cor¬ 
poration  funding,  I  would  get  up  and  I  would  cite  Ms.  Mercado  and 
I  would  say,  '‘Here  is  a  person  who  lives  in  it,  knows  it,  and  says 
we  are  not  doing  the  job  we  ought  to  do.”  But  then  here  comes  the 
Director  of  the  Legal  Services  Corporation,  and  he  says  let  us  put 
up  a  couple  million  dollars  for  some  lawsuits.  The  Senate  would 
say  "No  way,”  I  can  tell  you  that. 

Excuse  me,  Senator  Domenici. 

appropriations  riders  in  absence  of  reauthorization 

Senator  Domenici.  Just  a  followup  question.  I  think  in  fiscal 
1991,  you  wrote  a  very  lengthy  do’s  and  don’t’s. 

Senator  Rollings.  Right.  That  is  what  happens  here  on  account 
of  abuse  that  are  brought  to  light  that  is  right. 

Senator  Domenici.  It  was  written  in  an  appropriation  bill.  But 
my  staff  tells  me — I  was  not  on  that  subcoiumittee  nor  was  I  rank¬ 
ing  member  then.  It  was  Rudman  then,  was  it  not? 

Senator  Rollings.  Right. 

Senator  Domenici.  Rudman,  Senator  Rudman.  Excuse  me.  But 
now  we  carry  these  provisions  each  year.  Now,  I  have  not  had  a 
chance  to  read  them.  'There  are  pages  of  things  you  should  not  do. 

Who  watches  these  carefully  with  reference  to  seeing  at  the  local 
level  you  are  not  operating  in  violation  of  some  of  these  do’s  and 
donVs? 
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RESPONSIBILITIES  OP  LEGAL  SERVICES  CORPORATION 

Mr.  Eakeley.  One  of  the  Corporation’s  responsibilities  is  to  make 
sure  that  the  congressional  restrictions  on  the  use  of  Federal  funds 
is  followed  through  in  each  of  the  local  programs. 

Senator  Domenici.  So  are  you  telling  us  that  you  believe  these 
prohibitions  are  being  followed  and  that  there  are  no  lawsuits  out 
there  that  violate  them? 

Mr.  Eakeley.  We  are  doing  the  best  we  can  and  to  the  best  of 
our  judgment  that  is  correct. 

But  it  is  not  $2  million  that  is  being  ventured  in  New  Jersey. 
And  I  do  not  mean  to  vouch  for  the  lawsuit  or  for  the  decision,  be¬ 
cause  we  did  not  participate  in  it. 

funding  USED  TO  BRING  LAWSUIT 

Senator  DOMENICI.  But  is  it  your  money?  Is  it  Legal  Services’ 
money,  some  if  not  all? 

Mr.  Eakeley.  I  do  not  know.  I  do  not  know,  because  there  are 
different  funding  sources  for  each  of  the  programs,  and  those  are 
Legal  Services  grantees  involved  in  it,  with  the  ACLU  as  well.  But 
I  do  not  know  if  it  is  Legal  Services  Corporation  funding. 

Senator  Domenici.  I  wonder,  Mr.  Chairman,  since  Senator 
Gramm  raised  the  issue  and  cited  five  different  legal  services 
agencies - 

Mr.  Eakei^y.  We  can  provide  that. 

Senator  Domenici.  Could  you  provide  the  subcommittee  with 
what  Legal  Services  money  from  the  appropriated  funds  we  are 
talking  about  here  that  are  in  that  lawsuit? 

Mr.  Eakeley.  And  the  procedures  used  to  get  to  the  decision  to 
bring  the  suit  in  the  first  place.  We  will  be  happy  to  do  that. 

[The  information  follows:] 

In  response  to  Senator  Domenici’s  Question,  the  Legal  Services  Corporation  has 
determined  that  counsel  in  the  case  of  C.K.,  et  al,  vs.  Shalala,  et  al..  Civil  Action 
No.  93-5354  (NHP)  (D,  N.J.),  include  attorneys  at  seven  LSC-funded  legal  services 
pro^ams  in  New  Jersey,  as  follows:  Legal  Services  of  New  Jersey,  Inc.;  Union  Coun¬ 
ty  Legal  Services  Corporation;  Hudson  County  Legal  Services  Corporation;  Somer- 
set-Sussex  Legcd  Services  Corporation;  Passaic  County  Legal  Aid  Society;  Legal  Aid 
Society  of  Mercer  County;  and  Ocean  Monmouth  Legal  Services,  Inc. 

The  Corporation  has  ascertained  that  Legal  Services  of  New  Jersey,  Inc.,  lead 
counsel  in  the  case,  Legal  Aid  Society  of  Mercer  County,  and  Ocean  Monmouth 
Legal  Services  have  used  no  LSC  funds  to  support  their  representation  of  plaintiffs 
in  this  case.  The  remainii^  programs.  Union  County  Legal  ^rvices,  Hudson  County 
Legal  Services,  Somerset-Sussex  Legal  Services,  and  Passaic  County  Legal  Aid  Soci¬ 
ety  have  used  LSC  funds  to  support  their  representation  of  plaintiffs  in  the  case. 
As  more  fully  described  on  pp.  834-865,  these  programs  have  abided  by  the  restric¬ 
tions  and  followed  the  procedures  mandated  by  the  LSC  Act  and  relations  and 
by  the  provisions  of  the  LSC  appropriations  act  covering  representation  in  class  ac¬ 
tion  proceedings. 


PROHIBITIONS  TO  CERTAIN  LAWSUITS 

Senator  Domenici.  I  will  tell  you,  I  believe  that,  since  you  are 
asking  for  a  very  large  increase  and  Senator  Hollings  has  kind  of 
said  it  right,  I  would  think  that  maybe  you  ought  to  go  back  and 
for  this  record  you  ought  to  certify  that  there  are  no  lawsuits  out 
there  that  violate  the  prohibitions.  Maybe  you  could  spend  a  little 
time  trying  to  find  that  out. 
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There  may  be  other  ways  to  get  money  into  the  hands  of  lawyers 
and  there  is  the  ACLU  that  lUes  suits.  But  I  think  we  ought  to 
know  if  there  are  any  that  violate  these  provisions  and  you  oi^ht 
to  tell  us  that,  and  you  ought  to  have  your  lawyers  confirm  it.  Can 
you  do  that? 

Mr.  Eakeley.  Sure. 

COMPLIANCE  WITH  THE  ACT 

Mr.  Forger.  A  part  of  our  process,  Senator,  is  the  oversight  mon¬ 
itoring  compliance  to  make  sure  that  the  moneys  for  which  we  have 
responsibility  and  for  which  we  are  accountable  are  spent  in  ac¬ 
cordance  with  the  act  and  the  regulations  with  respect  to  what  oc¬ 
curs  at  a  local  program. 

The  act  says  what  kind  of  actions  can  be  brought  that  relate  to 
abortion,  illegal  aliens,  redistricting,  and  those  must  be  observed. 
And  they  annot  lobby  in  certain  instances,  and  there  are  a  num¬ 
ber  of  issues  that  must  be  complied  with.  That  is  our  process  of 
making  certain  that  those  programs  do  that. 

But  beyond  that,  Congress  has  said  to  us  that  the  control  is  to 
be  at  the  local  level,  except  Congress  has  said  the  Corporation  can 
and  cannot  do  with  this  money. 

Senator  DOMENICI.  We  understand  that. 

Mr.  Forger.  And  at  the  local  level  I  may  not  like,  I  may  disagree 
with,  our  chairman  as  to  the  wisdom  of  a  particular  suit  or  he  may 
disagree  with  me.  We  do  not  have  any  control  over  that.  And  the 
tragedy  is  for  one  lawsuit  to  be  brought  somewhere  in  America  bv 
something  called  a  legal  services  local  entity  to  create  upset  with 
the  entire  program,  as  if  we  were  taking  money  for  which  we  have 
responsibility  and  doing  something  that  is  not  in  favor,  but  it  is 
legal  in  terms  of  what  this  Congress  has  told  us  we  can  do,  would 
be  the  most  unfortunate  of  all,  because  the  t3rpes  of  people  that  Ms. 
Mercado  talks  about  are  out  there. 

There  are  literally  tens  of  thousands  of  unserved  people.  We  have 
no  control  over  this  New  Jersey  case.  We  have  done  our  monitoring 
and  on  the  basis  of  that  all  that  we  can  tell  you  is  did  they  get  the 
appropriate  approvals  in  order  to  bring  this  action  in  their  local 
program.  It  has  nothing  to  do  with  the  national  corporation. 

Senator  DOMENICI.  Well,  it  may  not,  but  nonetheless  we  are  ask¬ 
ing  you  today  to  certify  that - 

Mr.  Forger.  They  complied  with  these  conditions. 

Senator  Domenici.  Yes;  that  they  complied  with  these  conditions. 

Mr.  Forger.  We  can  do  that. 

[The  information  follows:] 

In  response  to  Senator  Domenici’s  request  that  the  Legal  Services  Corporation 
certify  that  LSC-funded  programs  involved  in  C.K.,  et  al,  vs.  Shalala,  et  al.,  Civil 
Action  No.  93-5354  (NHP)  complied  wi^h  all  i^uisite  requirements,  the  Corpora¬ 
tion  has  determined  that  counsel  in  that  case  include  seven  LSC-funded  pro^ams 
in  New  Jersey  as  follows:  Legal  Services  of  New  Jersey,  Inc.;  Union  County  Legal 
Services  Corporation;  Hudson  County  Legal  Services  Corporation;  Somerset-Sussex 
Legal  Services  Corporation;  Passaic  County  Liegal  Aid  Society;  Legal  Aid  Society  of 
Mercer  County:  ana  Ocean  Monmouth  Legm  Services,  Inc. 

Provisions  or  the  LSC  Act,  regulations  and  appropriations  riders  govern  the  rep¬ 
resentation  of  clients  in  class  action  procetxiings  by  LSC-funded  programs,  as  fol¬ 
lows: 

The  Legal  Services  Corporation  Act,  Section  1006(dX5),  (42  U.S.C.  Section 
2996e(dX6T),  provides  that, 
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No  class  action  suit,  class  action  appeal,  or  cunicus  curiae  class  action  may  be 
undertaken,  directly  or  through  others,  by  a  staiT  attorney,  except  with  the  ex¬ 
press  approval  of  a  project  dimtor  of  a  recipient  in  accordance  with  policies  eS' 
tablish^  by  the  governing  body  of  such  recipient. 

The  LSC  regulation  governing  class  actions,  46  CFR  Part  1617,  requires  project 
directors  to  approve  the  filing  of  class  actions  and  quires  recipients*  governing 
bodies  to  adopt  policies  to  guide  the  director  of  the  recipient  in  determining  whether 
to  approve  class  action  litigation.  A  copy  of  this  regulation  is  attached. 

Finally,  Proviso  No.  1  of  the  fiscal  year  1994  LSC  appropriation  law  (Public  Law 
106-121),  provides  that, 

None  of  the  funds  appropriated  in  this  Act  for  the  Legal  Services  Corporation 
shall  be  used  to  bring  a  class  action  suit  against  the  Federal  Government  or 
any  State  or  local  government  unless — 

(1)  the  project  director  of  a  recipient  has  expressly  approved  the  filing  of 
such  .ui  action  in  accordance  with  policies  established  by  the  governing 
body  o  '*  such  recipient; 

(2)  the  class  relief  which  is  the  subject  of  such  an  action  is  sought  for  the 
primaiy  benefit  of  individuals  who  are  eligible  for  legal  assistance;  and 

(3)  tnat  prior  to  filing  such  an  action,  the  recipient  project  director  has 
determinea  that  the  government  entity  is  not  likely  to  change  the  policy  or 
practice  in  question,  that  the  policy  or  practice  will  continue  to  adversely 
affect  eligible  clients,  that  the  recipient  has  given  notice  of  its  intention  to 
seek  class  relief  and  that  responsible  efforts  to  resolve  without  litigation  the 
adverse  effects  of  the  policy  or  practice  have  not  been  successful  or  would 
be  adverse  to  the  interest  of  the  clients: 

except  that  this  proviso  may  be  superseded  by  regifiations  governing  the 
bringing  of  class  action  suits  promulgated  by  a  majority  of  the  Board  of  Di> 
rectors  of  the  Corporation  who  have  been  confirmed  in  accordance  with  sec¬ 
tion  1004(a)  of  the  Lregal  Services  Corporation  Act. 

The  Corporation  has  determined  that  the  governing  bodies  of  each  of  the  seven 
legal  services  programs  have  adopted  policies  in  accordance  with  the  above-ref¬ 
erenced  requirements. 

When  an  LSC-funded  program  uses  no  LSC  funds  to  support  the  representation 
of  a  client  in  a  class  action,  the  provisions  of  the  LSC  Act  and  class  action  regiUa- 
tion,  45  CFR  Part  1617,  but  not  the  provisions  of  the  appropriations  act  proviso, 
apply.  The  Corporation  has  determined  that  Legal  Services  of  New  Jersey,  Legal 
Aid  Society  of  Mercer  County,  and  Ocean  Monmouth  Legal  Services  have  used  no 
LSC  funds  to  support  their  representation  of  clients  in  this  case,  and  that  these  pro¬ 
grams  have  fully  complied  with  program  policies,  the  requirements  of  the  LSC  Act 
and  the  class  action  regulation  in  providing  representation  in  the  case  of  C.K.,  et 
ai,  vs.  Shalala,  et  al.,  Civil  Action  No.  93-5354  (NHP)  (D.  N.J.). 

When  an  LSC-funded  program  uses  LSC  funds  to  support  the  representation  of 
a  client  in  a  class  action,  the  provisions  of  the  LSC  Act,  the  class  action  reg^ation, 
45  CFR  Part  1617,  and  the  appropriations  act  proviso  apply.  The  Corporation  has 
determined  that  four  of  the  programs,  Union  County  Legal  Services,  Hudson  County 
Legal  Services,  Somerset-Sussex  Legd  Services,  and  Passaic  County  Legal  Aid  Soci¬ 
ety,  have  used  LSC  funds  to  support  their  representation  of  clients  in  this  case,  and 
that  these  programs  have  fully  complied  with  program  policies,  the  requirements  of 
the  LS(^  Act,  and  the  class  action  regulation,  as  well  as  the  requirements  of  the  ap¬ 
propriations  act  proviso  in  providing  representation  in  the  case  of  C.IC,  et  al.,  vs. 
Shalala,  et  al.,  Civil  Action  No.  93-^64  (NHP)  (D.  N.J.). 

PART  1617~CLASS  ACTIONS 


Sec. 

1617.1  Pu^se. 

1617.2  Definition. 

1617.3  Approval  required. 

1617.4  Standards  for  approval. 

Authority:  Secs.  1006(dX6),  1007(aXl),  1007(aX3),  1008(e);  (42  U.S.C. 

2996e(dX6),  2996f(aXl),  2996(aX3),  2996g(e)). 

Source:  41  FR  61607,  Nov.  23,  1976,  unless  otherwise  noted. 

1617.1  Purpose. 

This  part  is  intended  to  promote  responsible,  efficient,  and  effective  use  of  Cor¬ 
poration  resources.  It  does  not  applv  to  any  case  or  matter  in  which  assistance  is 
not  being  rendered  with  funds  provided  under  the  Act. 
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$1617^  Definition. 

Class  action  means  a  class  suit,  class  action  appeal,  or  amicus  curiae  class  action, 
as  deAned  by  statute  or  the  rules  of  civil  procedure  of  the  court  in  which  an  action 
is  Aled. 

$  1617.3  Approval  required. 

No  class  action  may  be  undertaken  by  a  staff  attorney  without  the  express  ap¬ 
proval  of  the  director  of  the  recipient,  acting  in  accordance  with  policies  established 
by  the  governing  board. 

$  1617.4  Standards  for  approval. 

The  governing  body  of  a  recipient  shall  adopt  policies  to  guide  the  director  of  the 
recipient  in  determining  whether  to  approve  class  action  litigation.  The  policies 
adopted: 

(a)  Shall  not  prohibit  class  action  litigation  when  appropriate  to  provide  effective 
representation  to  a  client  or  a  group  of  similarly  situated  clients; 

(b)  Shall  not  require  case>by*case  approval  of  class  action  litigation  by  the  govern¬ 
ing  body; 

(c)  Sh^l  give  appropriate  consideration  to  priorities  in  resource  allocation  adopted 
by  the  governing  bo<W,  or  required  by  the  Act  or  Corporation  regulations;  and 

(d)  Shall  not  interfere  with  the  professional  responsibilities  of  an  attorney  to  a  cli¬ 
ent. 

Senator  Domenici.  Do  you  have  any  sidelines  of  your  own  na¬ 
tionally  that  apply  to  the  local  level,  local  decisionmaking? 

Mr.  Forger,  we  only  interpret  the  rules  as  Congress  has  made 
them  in  the  legislation  and  seeking  to  implement  those  purposes  of 
the  act. 

Mr.  Eakeley.  We  have  a  book  of  regulations  about  that  thick 
that  do  relate  to  that  as  well. 

BUDGETARY  CONSTRAINTS 

Senator  Domenici.  I  think  that  both  Senator  Hollings  and  Sen¬ 
ator  Gramm  in  their  expressions  thus  far  do  give  flavor  to  v/here 
the  opposition  comes  from.  I  believe  it  is  going  to  be  very  difficult 
to  get  the  increases,  for  two  reasons:  one,  it  has  just  been  stated 
right  here;  the  other  is  because  of  the  budget.  There  are  so  many 
things  that  have  to  be  cut,  and  the  President  has  asked  for  a  lot 
of  new  program  funding  aside  from  the  cuts. 

It  looks  like  the  cuts  are  not  going  to  fly  because,  for  instance, 
on  crime  we  are  adding  money  and  yet  we  are  subtracting  on  line 
programs,  daily  programs  that  work  out  there.  The  administration 
took  away  from  those.  So  there  is  going  to  be  a  lot  of  money.  There 
is  $3.1  billion  that  his  budget  provided  in  excess  of  the  caps  which 
we  have  to  find  savings  for. 

So  on  fiscal  grounds  it  will  be  tough.  But  I  think  all  you  need 
is  a  couple  of  these  cases  brought  to  the  floor  and  you’re  in  trouble. 
You  may  have  some  theory,  but  to  take  on  a  State  legislature  and 
the  National  Government — I  assume  that  if  we  passed  that  stat¬ 
ute — it  clearly  is  a  problem.  In  fact,  it  is  in  the  President’s  pro¬ 
posal. 

CONTROL  OF  LOCAL  PROGRAMS 

Senator  Rollings.  Oh,  yes.  I  tend  to  dissent  from  the  environ¬ 
ment,  Mr.  Forger^  that  you  do  not  have  any  control.  If  that  is  what 
is  to  be  told  to  Congress,  we  can  just  do  away  with  legal  services 
with  the  current  requirements,  restrictions,  and  guidelines,  and 
start  back  in  and  rewrite  tougher  guidelines  and  restrictions.  That 
is  what  we  did  almost  20  years  ago. 
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I  remember  it  well.  Lewis  Powell  came  here  and  saved  it.  The 
atmosphere  at  that  time  was  that  a  bunch  of  fuzzy-headed  liberals 
were  trying,  through  the  Legal  Services  Corporation,  to  turn  over 
the  Government,  so  why  should  we  even  have  legal  services?  But, 
we  found  out  it  was  a  nice,  conservative  southern  lawyer  who  was 
head  of  the  bar  association  when  we  instituted  legal  services. 
ITiank  heavens  for  Lewis  Powell,  Justice  Powell.  He  saved  it. 

I  worked  with  Warren  Rudman  to  keep  LSC  alive,  and  the  rea¬ 
son  we  put  the  restrictions  in  was  to  save  it.  But,  you  folks  have 
not  gotten  the  message. 

Mr.  Eakeley.  We  are  policing  those  restrictions. 

Senator  Rollings.  No;  not  when  you  are  bringing  this  kind  of 
lawsuit  up  in  New  Jersey.  You  better  get  another  policeman  on  the 
beat  there,  because  these  things  are  not  what  we  expect  the  local 
folks  to  do.  They  know  that  they  have  got  cases  galore  for  the  poor 
who  need  representation  in  domestic  cases,  in  landlord-tenant 
cases,  in  employment  cases. 

I  can  almost  recite  the  statute.  We  had  to  restrict  it  to  just  the 
poor  back  20  years  ago.  Now,  if  we  have  to  come  every  year  and 
readjust  the  provisos  and  add  a  restriction  here  and  another  re¬ 
striction  there,  I  can  tell  you  now  you  are  not  going  to  get  the 
money  to  do  the  basic  job.  You  are  going  to  quit  Mr.  Eakeley,  and 
you  are  going  to  quit  Ms.  Mercado,  and  the  program  goes  down  the 
tubes. 

I  think  that  is  very  unfortunate,  to  come  with  an  air  of  futility 
that  this  is  local  and  we  cannot  do  anything  about  it.  That  is  not 
the  case  at  all.  They  know,  as  Ms.  Mercado  says,  we  have  got  more 
cases  than  we  can  possibly  handle. 

You  are  saying  we  do  not  even  have  enough  lawyers.  And  with 
those  kind  of  problems,  let  us  hold  on  to  the  initial  mission  of  legal 
services  and  not  start  bringing  these  class  action  cases  against  a 
State  of  the  Federal  Government.  We  have  got  a  restriction  in  law 
against  bringing  these  kind  of  cases  against  any  State.  That  is  why 
you  asked  that. 

MONITORING  OF  RESTRICTIONS  BY  LEGAL  SERVICES  CORPORATION 

Mr.  Tull.  Senator,  if  I  may  speak  to  that.  The  local  programs’ 
compliance  with  the  restrictions  of  both  the  act,  the  regulations, 
and  the  appropriations  guidelines  you  are  speaking  of  with  regard 
to  class  actions  are  reviewed.  The  procedural  restrictions  which  are 
in  the  appropriation  and  those  procedures  which  are  adopted  by 
local  programs  are  reviewed  by  the  Corporation  to  make  certain 
that  they  comply  with  the  act  and  comply  with  the  rider. 

One  of  the  things  that  we  are  working  on  now  is  to  make  certain 
that  we  have  the  capacity  more  frequently  to  and  more  cost  effi¬ 
ciently  to  make  those  'reviews  and  to  help  programs  make  certain 
they  are  in  compliance. 

The  issue  of  tne  lawsuit,  it  is  not  an  issue  of  us  simply  not  being 
able  to  interact  with  the  program  in  a  way  in  which  we  impact  on 
what  it  does,  but  the  particular  lawsuit  which  is  being  spoken  to 
here  involves — I  do  not  know  the  details  of  it,  but  it  clearly  in¬ 
volves  a  complex  issue  regarding  how  the  Government  deals  with 
a  social  welfare  program. 
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FUNDING  CONSTRAINTS 

Senator  Hollings.  And  Legal  Services  must  deal  with  basic 
needs  and  not  complex  issues  if  it  is  going  to  survive  as  a  Legal 
Services  Corporation.  I  can  tell  you  that  now. 

We  are  in  a  position  up  here  in  the  Congress,  after  10  years  of 
cutting  all  the  revenues  and  ever3rthing  else,  that  in  order  to  meet 
the  spending  caps  is  like  tieing  two  cats  by  the  tail,  throwing  them 
over  the  clothesline,  and  letting  them  claw  each  other.  We  cannot 
get  any  money  at  all  for  Legal  Services  that  I  do  not  take  from  the 
FBI  or  from  another  one  over  here  or  another  one  over  there. 

And  the  public  says  ‘We  are  against  taxes;  read  our  lips.”  So  we 
are  not  going  to  increase  the  revenues  and  we  are  having  to  cut 
these  budgets  to  meet  the  caps.  You  folks  come  with  a  very  dra¬ 
matic  presentation  ahv  .x  all  the  unmet  needs,  but  then  we  learn 
you  are  using  the  money  to  argue  about  a  legal  case  in  New  Jersey. 

That  is  not  going  to  fly.  You  will  lose  your  whole  budget.  You  will 
find,  rather  than  an  increase,  the  Congress  will  be  cutting  Legal 
Services.  And  that  is  our  problem. 

ADDITIONAL  COMMITTEE  QUESTIONS 

Senator  Domenici.  I  have  four  or  five  questions  I  will  submit. 
They  can  answer  them  in  due  course. 

Senator  Hollings,  That  is  fine.  We  appreciate  your  appearance 
here  this  morning. 

Mr.  Eakeley.  Thank  you,  Mr.  Chairman. 

[The  following  questions  were  not  asked  at  the  hearing,  but  were 
submitted  to  the  Corporation  for  response  subsequent  to  the  hear- 
ing:]  , 

Questions  Submitted  by  Senator  Ernest  F.  Holdings 

PROGRAM  impact  OF  FISCAL  YEAR  1994  INCREASE 

Question.  Last  year,  we  were  able  to  provide  the  Legal  Services  Corporation  with 
an  appropriation  of  $400  million — a  $42.7  million  or  12  percent  increase  over  the 
previous  year. 

Could  you  please  describe  the  impact  this  increased  funding  has  had  on  the  Cor¬ 
poration  and  its  delivery  of  legal  assistance  to  the  poor? 

Answer.  Grantees  that  received  Uie  largest  fiscm  year  1994  increases  (more  than 
20  percent),  will  close  an  estimated  16  percent  more  client  cases  during  calendar 
year  1994  than  in  1993,  will  hire  250  new  lasers  and  will  open  as  many  as  25 
new  full  and  part-time  offices.  Grantees  whose  increases  averaged  about  10  percent 
will  close  approximatelv  7  percent  more  cases,  hire  approximately  100  new  attor¬ 
neys  and  open  about  10  new  offices.  On  the  other  hand,  the  Basic  Field  programs 
that  received  increases  of  less  than  6  percent  are  expected  to  have  relatively  little 
or  no  increase  in  closed  cases,  will  hire  only  a  few  new  lawyers  and  will  not  open 
a  significant  number  of  new  offices. 

The  impact  of  the  fiscal  year  1994  funding  increase  is  not  evenly  distributed 
among  the  Corporation’s  ^antees.  Based  on  the  funding  formula  contained  in  LSC’s 
Congressional  appropriation  language  for  fiscal  year  1994,  increases  varied  among 
the  323  LSC  grantees,  ranging  ^m  2.5  percent  to  26  percent.  The  funding  formida 
produced  these  disparities  in  order  to  equalize  program  funding  levels  per  capita 
after  taking  into  account  the  increase  in  overall  poverty  and  the  redistribution  of 
poor  people  that  was  documented  in  the  1990  Census.  While  the  overall  increase 
in  funding  was  12  percent,  110  programs  received  an  increase  of  less  than  3  percent 
and  only  about  one-half  of  the  grantees  received  an  increase  of  at  least  12  percent. 

Because  data  regarding  the  actual  impact  of  the  fiscal  year  1994  funding  increase 
will  not  become  available  until  later  on  in  the  grant  year  (the  calendar  year),  the 
Corporation  polled  some  of  its  grantees.  Three  of  the  pro^ams  polled  had  experi¬ 
enced  fimding  increases  of  2.6  percent  (no  growth),  ten  of  the  programs  received  in- 
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creases  from  the  Corroration  of  between  6.2  percent  and  16.2  percent  (moderate 
growth),  and  eight  of  tneprograms  received  increases  between  23.3  percent  and  26.4 
percent  (rapid  growth).  The  impact  of  increased  funding  described  by  the  polled  pro¬ 
grams  is  detailed  in  the  following  answers. 

Question,  Were  you  able  to  open  any  new  offices  with  these  increased  resources? 
If  so,  how  many? 

Answer.  Some  of  the  rapid  growth  programs  have  been  able  to  open  new  offices 
or  re-open  offices  that  were  previously  closed  due  to  funding  restrictions  durir^  the 
1980’s.  Two  of  the  programs  plan  to  open  three  full-time  and  two  part-time  omces. 
Two  moderate  growSi  Native  American  programs  were  opening  3  new  full-time  of¬ 
fices,  out  none  of  the  Basic  Field  Programs  experiencing  moderate  growth  opened 
a  new  office.  One  of  the  three  no  growth  pn^ams  managed  to  redeploy  its  re¬ 
sources  and  open  a  part-time  office. 

Question,  Were  you  able  to  hire  additional  attorneys  in  basic  field  programs?  If 
so,  how  many?  «  .  j 

Answer.  Attorney  hiring  tended  to  mirror  office  openings.  For  instance,  rapid 
growth  programs  plan  to  hire  39  additional  full-time  and  2  part-time  lawyers.  Mod¬ 
erate  grov^  programs  are  hiring  12  additional  full-time  attorneys  and  15  part-time 
attorneys.  The  three  no  growth  programs  report  that  they  are  planning  to  hire  a 
total  of  2  new  attorneys.  ,  .  ^  i 

Question.  Do  you  have  any  estimates  as  to  the  increased  number  of  poor  people 
served  as  a  result  of  this  increase?  ,  ,  ,  ,  ^ 

Answer.  Based  on  the  survey,  LSC  expects  services  to  individual  poor  people  to 
increase  by  about  200,000  as  a  result  of  the  1994  increase. 

RECRUITMENT  AND  RETENTION  OF  ATTORNEYS 

Question.  What  is  the  overall  salary  for  Legal  Services  attorneys?  How  does  this 
compare  to  say  two  years  ago?  ,  ,  .  . 

Answer.  In  1993,  the  overall  salary  of  full-time  legal  services  staff  attorneys  aver¬ 
aged  $33,708.  Two  years  ago  the  overall  salary  of  legal  services  staff  attorneys  aver¬ 
aged  $31,346.  A  comparison  of  these  salary  amounts  reflects  an  increase  of  approxi¬ 
mately  7.5  percent  over  the  two  year  time  period,  or  approximately  3.7  percent  each 

^  The  overall  salary  for  other  attorneys  at  legal  services  programs  (comprised  of  Ex¬ 
ecutive  Directors,  Deputy  Directors,  Directors  of  Lihgation,  Managing  Attorneys, 
and  Supervising  Attorneys)  averaged  $48,443  in  1993.  Two  years  ago  the  overall  sal¬ 
ary  of  these  attorneys  averaged  $44,687.  A  comparison  of  these  salary  amounts  re¬ 
flects  an  increase  of  approximately  8  percent  over  the  two  year  time  period,  or  ap¬ 
proximately  4  percent  each  year.  ^ 

Question.  With  the  increase  in  funding  provided  last  year,  was  the  Corporation 
able  to  increase  salaries  for  its  line  attorneys?  ,i  ^  i.,. 

Answer.  In  rapid  growth  programs  reporting  in  the  Corporations  poll,  staff  attor¬ 
ney  salaries  increased  an  average  of  6.8  percent  and  increases  ranged  from  zero  to 
20  percent.  In  moderate  growth  programs  polled,  increases  averaged  7.6  percent, 
and  ranged  from  zero  to  16  percent.  Among  the  three  polled  no  growth  programs, 
two  gave  no  increases  to  their  staff  attorneys  and  the  third  gave_  a  3  percent  in¬ 
crease.  Since  only  a  third  of  the  calendar  year  has  elapsed,  additional  increases 
might  be  made  by  some  grantees  later  in  the  vear. 

Question.  How  long  do  your  lawyers  generally  stay  with  the  program? 

Answer.  On  average,  nill-time  permanent  staff  attorneys  that  are  currently  on 
board  have  remained  with  legal  services  programs  approximately  five  years.  This 
average  is  based  on  the  total  length  of  service  of  staff  attorneys  at  leg^al  semces 
programs  cumulative  through  1993.  Additionally,  the  average  length  of  service  of 
staff  attorneys  that  leff  legal  services  during  1993  was  three  years.  ,  -  „ 

The  average  tenure  for  other  full-time  permanent  attorneys  (comprised  of  Execu¬ 
tive  Directors,  Deputy  Directors,  Directors  of  Litigation,  Managing  Attorneys,  and 
Supervising  Attorneys)  at  legal  services  programs  is  approximately  eleven  years  cu- 
mmative  through  1993.  The  average  length  of  service  of  those  attorneys  that  left 
legal  services  during  1993  was  ten  years.  „  ,  ,  ,  i.  i.-  u  • 

Question.  WhaVs  your  opinion  as  to  the  quality  of  the  legal  representation  being 
provided  by  legal  services  lawyers?  .  ,  ,  .  a 

Answer.  Despite  severe  funding  constraints,  legal  services  programs  provide  nign 
quality,  effective  and  economical  legal  services  to  their  clients.  However,  ^ere  is 
still  si^ficant  room  for  improvement.  An  infusion  of  sorely  needed  new  mnding 
would  help  many  legal  services  programs  to  substantially  increase  toe^  ability  to 
provide  more  and  better  legal  services  to  their  clients.  In  addition,  the  Legal  Serv¬ 
ices  Corporation  is  experimenting  with  new  approaches  to  evaluation  of  the  quaUty 
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of  legal  services  programs  and  the  services  they  provide,  as  well  as  new  methods 
of  increasing  that  quality  when  evaluations  suggest  areas  where  improvement  is 
needed.  For  example,  the  Comparative  Demonstration  Project  is  developing  a  com¬ 
prehensive  set  of  ^rformance  standards  and  using  peer  review  techniques  to  assess 
quality  and  to  measure  program  success  in  meeting  those  standards. 

Question.  Besides  the  Loan  Repayment  Demonstration  Program,  what  other  ini¬ 
tiatives  is  the  Board  considering  to  improve  LSCs  ability  to  recruit  and  retain  high 
quality  attorneys? 

Answer.  Besides  the  loan  repayment  demonstration  pro^am  the  board  has  for 
consideration  four  additional  initiatives  to  improve  LSCfs  ability  to  recruit  and  re¬ 
tain  attorneys.  They  are: 

— Marketing  legal  services  employment  opportunities  through  law  school  career 
offices  and  through  WESTLAW; 

— Participating  in  or  sponsoring  attorney  job  fairs  to  promote  awareness  of  legal 
services  programs  and  public  interest  career  opportunities; 

— Establishing  fellowships  and  summer  internships  to  create  new  entry-level  op¬ 
portunities  for  law  students  and  recent  graduates  interested  in  public  service 
careers;  and 

— Awarding  mini-grants  to  promote  the  creative  efforts  of  field  programs  in  devel¬ 
oping  or  expanding  their  own  recruitment  and  retention  ideas. 

Adaitionally,  based  on  the  results  of  a  1993  attorney  recruitment  and  retention 
survey,  83  percent  of  the  respondents  reported  problems  with  attracting  and  retain¬ 
ing  minority  attorneys,  primarily  duo  to  low  salaries  and  the  burden  of  educational 
deot.  As  a  result  of  this  finding,  LSC  believes  that  a  way  to  significantly  promote 
recruitment  and  retention  of  minority  attorneys  is  to  help  relieve  the  burden  of  edu¬ 
cational  debt  through  a  student  loan  repayment  assistance  option. 

BOARD  INITIATIVES 

Question.  Your  budget  request  includes  $2,000,000  for  Board  Initiatives — an  in¬ 
crease  of  $1.9  million  over  last  year. 

Your  justification  states  that  $1.1  million  of  this  requested  increase  will  be  used 
to  “improve  service  delivery  to  the  rural  poor,  recently  arrived  immigrants,  and 
women  and  children  suffering  fi'om  AIDS”. 

Could  you  please  describe  in  greater  detail  what  efforts  the  Board  will  undertake 
to  “improve  service  delivery  to  recently  arrived  immigrants?” 

Answer.  Neither  the  Corporation’s  Original  Budget  Request  nor  the  Corporation’s 
Revised  Budget  Request  contain  the  quoted  language  regarding  “recently  arrived 
immigrants,”  and  there  is  no  current  plan  to  use  any  Board  Initiative  funding  for 
such  a  venture. 

Question.  Are  any  procedures  in  place  to  ensure  that  legal  assistance  is  provided 
only  to  immigrants  that  are  in  this  county  legally?  If  so,  what  are  they? 

Answer.  Yes,  the  Corporation  has  detailed  procedures  in  place  to  prevent  the  use 
of  LSC  funds  for  representation  of  aliens  who  are  in  this  country  illegally  and  who 
are  not  entitled  to  r^resentation  under  LSC  appropriation  provisions  or  the  Immi¬ 
gration  inform  and  Cfontrol  Act  of  1986.^ 

Part  1626  of  the  Corporation  regulations,  45  C.F.R.  1626  sets  out  exactly  which 
aliens  can  and  cannot  be  represented  and  provides  detailed  procedures  to  ensure 
that  recipients  do  not  represent  illegal  aliens.  The  regulation  requires  that  all  re¬ 
cipients  utilize  a  form  approved  by  LSC  for  applicants  for  assistance  to  attest  to 
their  U.S.  Citizenship.  It  there  is  any  reason  to  doubt  the  citizenship  of  an  appli¬ 
cant,  the  recipient  must  verify  that  the  applicant  is  a  U.S.  citizen.  In  order  to  ^ 
represented,  aliens  must  produce  specific  documents  to  verify  that  they  fall  within 
one  of  the  permitted  categories  for  representation.  Each  recipient  must  maintain, 
for  at  least  three  years,  records  of  all  clients  or  prospective  clients  that  were  citizens 
or  aliens  and  must  keep  a  statistical  record  of  the  number  of  aliens  found  eligible 
and  ineligible  and  the  number  of  persons  found  eligible  who  subsequently  were  dis¬ 
covered  to  be  ineligible.  If  a  client  is  found  to  be  ineligible,  there  are  strict  proce- 

^  Under  the  LSC  appropriation  provisions  and  the  Immigration  Reform  and  Control  Act  of 
1986,  use  of  LSC  ^nas  is  only  permitted  for  representation  of  the  following  categories  of  aliens: 
lawful  permanent  resident  aliens;  lawful  tem];»ra]y  resident  aliens  under  the  seasonal  agricul¬ 
tural  worker  (SAW)  program;  any  alien  who  is  either  married  to  a  U.S.  citizen,  the  parent  of 
a  U.S.  citizen,  or  an  unmarried  child  under  the  age  of  21  of  a  U  S.  citizen  assuming  such  alien 
has  filed  an  application  for  adjustment  of  status  to  permanent  residency  and  such  application 
has  not  been  denied;  aliens  granted  asylum;  aliens  granted  refugee  status;  aliens  grants  condi¬ 
tional  entrant  status;  aliens  granted  withholding  of  deportation;  H-2A  nonimmigrant  temporary 
agricultural  workers  (concerning  the  worker’s  employment  contract);  and  replenishment  agricul¬ 
tural  workers  (RAW’S)  admitted  for  temporary  residence. 
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dures  for  discontinuiiig  representation.  Monitoring  routinely  reviews  recipient  com¬ 
pliance  ^th  these  procures. 

Question.  Could  you  please  describe  for  the  Committee  some  of  the  unique  legal 
ne^B  facing  women  ana  children  suffering  &om  AIDS? 

Answer.  As  the  AIDS  epidemic  has  extended  its  reach  to  include  Increasing  num¬ 
bers  of  women  and  children,  legal  services  progprams  have  encounter^  a  surge  in 
both  the  demand  for  and  the  complexity  of  family  law  services.  For  example,  New 
York  City  alone  is  expected  to  have  60,000  to  90,000  AIDS  orphans  by  the  year 
2000. 

Custody  planning  is  consequently  an  important  legal  need  of  children  and  their 
mothers  who  have  HIV/AIDS,  Without  early  permanency  planning,  these  children 
risk  traumatic  disruptions  in  their  care,  separation  lErom  their  siblings  and  unneces¬ 
sary  placements  in  social  service  custody.  A  “standby  guardianship”  statute  was  en¬ 
acted  in  New  York  two  years  ago  and  is  being  utilized  by  legal  services  programs 
to  assist  children  and  their  mothers  with  HIV/AIDS. 

Legal  services  programs  throughout  the  country,  and  especially  in  urban  areas, 
are  also  providing  legal  assistance  in  public  benefits,  emplo3rment  and  housing  mat¬ 
ters  so  tnat  mothers  with  HIV/AIDS  can  maintain  their  income  and  housing,  and 
hence  their  capacity  to  provide  care  for  their  children,  for  as  long  as  possible. 

EXPAND  SERVICE  TO  PEOPLE  IN  INSnTUnONS 

Question.  Your  fiscal  year  1995  increase  includes  $2  million  for  Demonstration 
Grants  to  determine  how  best  to  expand  service  delivery  to  people  in  institutions — 
those  who  reside  in  nursing  homes,  in  mental  health  and  retardation  hospitals,  and 
young  people  held  in  detention  facilities. 

What  types  of  legal  assistance  do  these  individuals  require? 

Answer.  The  institutionalized  face  legal  problems  similar  to  those  who  are  not  in¬ 
stitutionalized,  such  as  help  in  dealing  with  collection  agencies  or  obtaining  social 
security,  medicare  or  other  public  benefits  to  which  they  are  entitled.  However, 
maiw  of  the  laws  and  regulations  affecting  those  who  are  institutionalized  may  dif¬ 
fer  frem  those  affecting  poor  people  generally  and  require  social  special  knowledge 
and  skills  in  order  to  provide  effective  representation. 

In  addition,  the  institutionalized  face  three  unique  categories  of  legal  problems: 
(1)  those  connected  with  the  process  of  institutionalization  or  commitment,  such  as 
determining  medicaid  eligibility  to  enable  a  person  to  enter  a  nursing  home;  (2) 
those  arising  as  a  result  of  residency  in  the  institution,  such  as  special  educational 
and  medicaid  needs  of  residential  foster  care  children  or  the  rights  of  mentally  ill 
patients  to  visit  with  their  children;  and  (3)  those  connected  with  release  from  the 
institution,  such  as  helping  the  mentally  ill  obtain  housing  or  necessary  support 
services. 

Moreover,  many  of  the  institutionalized,  such  as  nursing  home  residents  (the  larg¬ 
est  group  of  institutional  persons)  are  particularly  vulnerable  to  financial  or  other 
exploitation. 

The  vast  array  of  legal  problems  faced  by  the  mcyority  of  the  institutionalized 
were  detailed  in  a  1981  study  which  the  Corporation  undertook  in  response  to  Sec¬ 
tion  1007(h)  of  the  LSC  Act.  One  part  of  this  study  examined  the  special  difficulties 
of  access  and  special  legal  problems  of  the  elderly  and  persons  with  disabilities. 

Question.  Has  there  been  an  increased  and  unmet  need  from  this  particular  popu¬ 
lation? 

Answer.  People  in  institutions  have  many  of  the  same  types  of  legal  problems  as 
other  poor  people.  In  addition,  legal  assistance  is  often  needed  for  problems  that  are 
causeo  by  the  client’s  status  as  a  person  in  an  institution.  Some  people  in  institu¬ 
tions  need  legal  help  in  order  to  allow  them  to  leave  the  institution  and  live  inde¬ 
pendently  in  the  community. 

In  addition  to  lack  of  resources,  access  to  legal  services  is  a  major  problem.  Either 
because  of  the  condition  that  resulted  in  institutionalization  (mentally  handicapped), 
institutional  rules  or  detention  laws,  the  institutionalized  cannot  go  to  a  service  pro¬ 
vider.  Moreover,  many  of  the  institutionalized  have  difficulty  in  communicating  ef¬ 
fectively.  In  addition,  often  the  institutionalized  are  not  informed  of  services  or 
aware  of  their  legal  rights  or  how  to  vindicate  them.  Finally,  some  institutions  are 
located  in  remote  areas. 

The  1981  LSC  study  on  the  special  access  difficulties  and  legal  problems  of  the 
elderly  and  persons  with  disabilities  found  that  virtually  all  of  the  legal  problems 
of  those  who  were  institutionalized  were  unmet.  The  study  recommended  that  the 
Corporation  seek  earmarked  funding  in  order  to  begin  to  meet  these  needs.  Such 
funmng  was  not  provided  by  Congress  nor  have  other  funding  sources  filled  the  gap 
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since  that  study.  Studies  conducted  bv  others,  such  as  the  American  Bar  Associa¬ 
tion,  also  indicate  that  the  legal  needs  of  the  institutionalized  are  not  being  met. 

Question,  With  the  LSC  restriction  on  involvement  in  criminal  cases,  are  you  con¬ 
cerned  about  possible  criticism  over  representation  of  juveniles  in  detention  facili¬ 
ties? 

Answer.  No.  The  funding  sought  by  LSC  under  the  initiative  would  provide  rep¬ 
resentation  to  juveniles  in  detention  facilities  to  help  them  handle  any  legal  proo- 
lems  they  facea  as  a  result  of  their  residency  in  the  institution  or  their  release  from 
the  institution,  not  the  legal  problems  that  put  them  there  in  the  first  place.  How¬ 
ever,  it  should  be  noted  that  the  restriction  on  criminal  representation  does  not  bar 
legal  services  programs  from  representing  juveniles  in  proceedings  involving  deten¬ 
tion  or  imprisonment.  In  1977,  the  Congress  removed  the  previous  prwiibition 
against  representation  of  juveniles  in  detention  proceedings. 

TRAINING 

fuestion.  I  see  where  you  are  requesting  a  $800,000  for  new  training — an  increase 
700,000  over  the  amount  provided  last  year. 

What  are  the  particular  training  needs  of  LSC  program  staff? 

Answer,  The  training  needs  of  staff  working  in  Legal  Services  grantees  vary  de¬ 
pending  on  the  particular  staff  position.  Here  are  some  examples: 

Staff  attorneys  during  their  first  two  years  in  a  Legal  Services  program  (a  total 
of  771  people  at  the  end  of  1993),  need  basic  lawyer  skill  training,  to  make  up  for 
deficiencies  in  practical  education  in  law  school,  substantive  law  training  in  the  par¬ 
ticular  fields  in  which  the  lawyer  will  first  be  representing  clients  and  negotiation 
and  alternative  dispute  resolution  training,  to  increase  their  efficiency  and  reduce 
unnecessary  litigation. 

Staff  attorneys  with  more  than  two  years  of  experience  (2,173  attorneys  at  the 
end  of  1993)  need  trial  practice  training, ^  federal  practice  and  procedure  training, 
advanced  substantive  law  training  in  fields  of  specialty  to  support  professional  de¬ 
velopment  of  senior  attorney  skills  sufficient  to  handle  more  complex  matters  with¬ 
out  intensive  supervision,  basic  case  supervision  skills  for  oversight  of  new  lawyer 
caseloads  and  community  legal  education  training. 

Supervising  attorneys  (346  attorneys)  need  supervisory  skills  training  to  develop 
effective  teaching  ana  case  oversight  capabilities  appropriate  to  supervision  of  a 
team,  of  staff  attorneys  and  continuing  professional  education  appropriate  to  a  part¬ 
ner-level  lawyer  who  must  maintain  knowledge  and  skills  at  the  nighest  level  of  the 
profession. 

Managing  attorneys  (794  attorneys)  need  management  training  to  enable  them  to 
properly  hire,  supervise,  administer  and  organize  a  separate  office  or  substantive 
unit,  including  personnel  management  and  development,  leadership  skills,  commu¬ 
nity  relations  and  basic  financial  management  techniques.  Managing  attorneys  often 
also  need  supervisory  attorney  training,  as  described  above,  since  most  managing 
attorneys  also  function  as  supervising  attorneys. 

Directors  of  Litigation  (116  attorneys)  need  management  training  to  help  them 
guide  the  litigation  staffs  of  large  pro^ams,  keep  track  of  legal  issues  in  many 
fields,  coordinate  litigation  on  behalf  of  large  numbers  of  clients  and  assess  alter¬ 
nate  litigation  strategies  for  management  and  for  the  Board  of  Directors  during  pri¬ 
ority  setung. 

Executive  Directors  and  Deputy  Directors  (388  attorneys)  need  management  and 
leadership  training  appropriate  to  the  chief  executive  of  a  major  nonprofit  organiza¬ 
tion,  including  financial  management,  short  and  long-range  planning,  support  for 
Board  of  Directors,  assurance  of  compliance  with  grant  concfitions,  relations  with 
grant  sources,  fund  raising,  community  relations,  hiring,  training  and  firing  of  staff, 
oversight  of  legal  work  and  development  of  private  attorney  involvement. 

Parmegals  (1,862  people)  need  substantive  law  training  for  their  areas  of  practice 
and  practice  skills  training,  including  interviewing,  document  preparation,  case  in¬ 
vestigation,  administrative  hearing  procedure,  direct  and  cross  examination  and 
preservation  of  the  record. 

(Coordinators  of  Private  Attorney  Involvement  projects  (171  coordinators)  need 
training  in  how  to  establish  and  operate  a  pro  bono,  contract  and/or  judicare  pro¬ 
gram,  including  case  intake  and  referral,  development  of  a  referral  panel,  recruit¬ 
ment  in  law  firms  and  the  bar  in  general,  participation  in  bar  association  pro  bono 
activities,  recordkeeping  for  PAI  regulation  and  oversight  of  cases  assigned. 


3  For  example,  the  training  provided  at  Drake  Law  School  to  a  few  legal  services  lawyers  each 
year  at  a  cost  of  approximately  $800  per  lawyer  for  a  week-long  training  program. 
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Financial  professionals  (314  individuals)  need  financial  management  training,  in¬ 
cluding  budgeting,  implementing,  overseeing  and  reviewing  an  annual  financial 
plan,  accounting  and  b^kkeeping  performance  under  generally  accepted  accounting 
principals,  compliance  with  the  Corporation’s  reigulations,  Audit  Guide  and  Fun¬ 
damental  Financial  Criteria,  cost  accounting,  efficiency  innovations,  productivity 
analysis,  timekeeping  strategies  and  the  use  of  automated  financial  systems. 

Secietanes  and  clerical  employees  (2,803  people)  need  fitmt-line  worker  training, 
including  interviewing  and  fact  gathering  during  intake  and  effective  referral  to 
other  agencies  as  well  as  basic  secretarial,  clericm  and  administrative  skills  train¬ 
ing,  including  learning  of  more  efficient  word  and  data  processing  systems,  file  sys¬ 
tem  development  and  maintenance,  purchasing  and  office  maintenance. 

Finally,  the  other  457  employees  of  local  grantees,  including  training  coordinators, 
law  clerks,  senior  aides  and  administrative  assistants,  need  the  basic  and  advanced 
skill  and  substantive  training  appropriate  to  their  particular  positions. 

Question.  This  new  Board  appears  to  be  placing  a  priority  on  the  need  for  in¬ 
creased  training  of  LSC  program  staff — ^have  you  found  evidence  that  tredning  has 
been  lacking  during  the  recent  past? 

Answer.  Testimony  before  the  Board  during  the  last  five  months  has  been  con¬ 
vincing  that  the  current  level  of  training  for  local  program  staff  is  inadequate,  and 
has  been  for  some  time.  In  all  types  of  positions,  there  has  too  often  been  learning 
by  doing  rather  than  by  being  taught  the  best  ways  to  accomplish  work  for  clients. 
P^ject  directors  have  report^  that  their  staff  members  need  training  to  improve 
their  skills  and  substantive  knowledge.  State  support  directors  testified  that  they 
could  not  allocate  either  the  staff  time  or  the  travel  and  on-site  funding  for  training 
called  for  by  their  state  planning  efforts.  National  support  centers  cannot  meet  fiill 
requests  to  provide  training  because  they  are  fully  occupied  representing  clients,  an¬ 
swering  questions,  providing  research  to  local  attorneys  and  preparing  materials. 
Clients  describe  their  attempts  to  obtain  help  from  local  program  staff  in  community 
education,  only  to  learn  that  commitments  to  other  clients  preclude  the  work  that 
could  be  done. 

When  Congress  passed  the  Legal  Services  Corporation  Act,  it  obligated  the  Cor¬ 
poration  to  insure  that  training  is  provided  sufficient  to  enable  grantees  to  meet  the 
special  needs  of  eligible  clients  with  special  difficulties  of  access  to  legal  services  or 
special  leeal  problems  (including  elderly  and  handicapped  individuals).  Section 
1007(aK2)rCXii).  When  the  Corporation  studied  those  special  needs,  in  a  series  of 
careful  reporte  pursuant  to  Section  1007(h)  of  the  Act,  training  was  constantly  iden¬ 
tified  as  a  critical  part  of  any  strategy  to  meet  the  special  needs  of  such  groups  as 
the  institutionalized,  the  rural  poor,  Native  Americans,  people  with  limited  English- 
speakir^  ability,  the  elderly  ana  disabled  and  migrants. 

The  Corporation’s  1981  budget  for  training  was  $6.8  million,  which  included  a 
substantial  central  staff  and  $2  million  for  local  training  ^ants.  Thirteen  years 
later,  the  only  vestige  of  that  training  capacity  is  the  I^gional  Training  Center 
budget  of  $795,000.  In  1994  there  are  no  funds  for  local  training  grants  (a  proposed 
$100,000  training  line  in  the  Corporation’s  fiscal  year  1994  Budget  Request  for  $525 
million  was  not  tunded). 

During  the  last  decade,  while  the  Corporation  has  been  able  to  provide  very  little 
training,  the  legal  profession  generally  has  been  recognizing  the  importance  of  train¬ 
ing  as  a  standard  part  of  a  lawyer’s  professional  life.  An  increasing  number  of  states 
now  re<mire  Continuing  Legal  Education  as  a  condition  for  maintaining  a  practice 
of  law.  The  inability  of  Legal  Services  programs  to  meet  the  need  for  this  training 
will  limit  professional  development  and,  according  to  testimony  before  the  Board, 
contribute  to  the  challenges  or  recruiting  and  retaining  a  staff  of  diverse  capabilities 
and  high  quality. 

An  ^location  of  $800,000  to  new  training  through  grants  awarded  on  a  competi¬ 
tive  basis  will  make  an  important  start  to  mending  this  gap  in  the  delivery  system 
and  improving  the  quality  and  efficiency  of  client  representation.  While  the  amount 
seems  large  on  an  absolute  basis,  it  comes  to  only  $75  per  year  per  employee. 

NATIONAL  SUPPORT  CENTERS 

Question.  I  note  where  you  have  requested  a  $6  million  increase  in  funding  for 
the  16  National  and  State  Support  centers — centers  that  coordinate  legal  services 
advocacy  and  assist  field  programs  in  providing  efficient  and  effective  representation 
of  eligible  clients. 

How  is  this  proposed  increase  allocated  among  the  16  National  Support  centers? 
Answer.  LSC  currently  funds  16  national  support  centers  with  an  fiscal  year  1994 
appropriation  of  $9,611,000,  LSC  has  requestea  an  increase  for  fiscal  year  1995  of 
$2,883,000,  or  about  30  percent,  for  national  support.  The  proposed  increase  in  fund- 
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ing  will  be  used  for  three  purposes.  First,  some  existing  centers  will  get  increases 
to  expand  and  improve  their  capacity  to  assist  legal  services  advocates  in  providing 
efficient  and  effective  representation  to  eligible  clients  and  to  begin  to  offset  the  ef¬ 
fects  of  years  of  sta^ation  in  national  support  funding.  Second,  since  there  has 
been  no  comprehensive  review  of  the  legal  services  program's  support  needs  for 
more  than  16  years,  LSC  is  beginning  an  assessment  both  of  clients’  substantive 
legal  needs  and  of  the  types  of  support  services  advocates  require  to  provide  effec¬ 
tive  representation.  Finely,  national  support  funding  will  be  allocated  to  address 
the  ne^s  identified  by  LSC  in  its  comprehensive  review  of  support  services. 

Question.  Is  th'i  allocation  based  on  workload  or  will  it  be  spread  equally  among 
all  programs? 

Answer.  The  increase  will  not  be  spread  equally  among  all  programs.  Rather,  as 
described  above,  it  will  be  allocated,  first,  to  those  existing  centers  whose  workload 
as  well  as  funding  history  and  other  factors  indicate  a  need  to  expand  and  improve 
their  services  to  local  programs,  and,  second,  based  on  the  findings  of  LSC's  com¬ 
prehensive  review  of  national  support  needs,  to  existing  centers  and  to  address  sup¬ 
port  needs  identified  by  the  review. 

Question.  One  of  these  centers — ^The  National  Center  for  Immigrants'  Rights — Lo¬ 
cated  in  Los  Angeles,  California — received  $218,614  in  fiscal  year  1994. 

Does  this  Center  handle  individual  cases  or  simply  serve  as  a  resource  center  to 
field  programs  throughout  the  country? 

Answer.  LSC  funds  the  National  Immigration  Law  Center  at  an  fiscal  year  1994 
funding  level  of  $218,614  to  serve  as  a  resource  center  to  field  programs  throughout 
the  country.  As  one  of  its  support  functions,  the  Center  occasionally  participates  in 
litigation  as  lead  or  co-counsel,  as  well  as  in  an  advisory  capacity,  for  local  programs 
involved  in  litigating  individual  cases. 

Question.  Could  you  please  describe  the  work  performed  by  the  Center  for  Immi¬ 
grants’  Rights? 

Answer.  The  National  Immigration  Law  Center  responds  to  telephone  or  written 
i^uests  for  assistance  from  legal  services  advocates  in  immigration  matters;  pub¬ 
lishes  a  practice  and  procedure  manual  and  a  newsletter  for  advocates;  produces  a 
directory  of  non-profit  agencies  which  provide  assistance  to  clients;  and  participates 
in  local  training  events  and  co-sponsors  national  and  regional  training  events  on  is¬ 
sues  involving  immigration  law. 

Question.  Does  the  Corporation  have  procedures  in  place  to  ensure  that  assistance 
is  only  provided  immigrants  who  are  in  this  country  legally?  What  are  they? 

Answer.  Yes,  the  Corporation  has  detailed  procedures  in  place  to  prevent  the  use 
of  LSC  funds  for  representation  of  aliens  who  are  in  this  country  illegally  and  who 
are  not  entitled  to  representation  under  LSC  appropriation  provisions  or  the  Immi¬ 
gration  Reform  and  Control  Act  of  1986.^ 

Part  1626  of  the  Corporation  regulations,  45  C.F.R.  1626  sets  out  exactly  which 
aliens  can  and  cannot  be  represented  and  provides  detailed  procedures  to  ensure 
that  recipients  do  not  represent  illegal  aliens.  The  regulation  requires  that  all  re¬ 
cipients  utilize  a  form  approved  by  LSC  for  applicants  for  assistance  to  attest  to 
their  U.S.  Citizenship.  If  there  is  any  reason  to  doubt  the  citizenship  of  an  appli¬ 
cant,  the  recipient  must  verify  that  the  applicant  is  a  U.S.  citizen.  In  order  to  be 
represented,  ^iens  must  produce  specific  documents  to  verify  that  they  fall  within 
one  of  the  permitted  categories  for  representation.  Each  recipient  must  maintain, 
for  at  least  three  years,  records  of  all  clients  or  prospective  clients  that  were  citizens 
or  aliens  and  must  keep  a  statistical  record  of  the  number  of  aliens  found  eligible 
and  ineligible  and  the  number  of  persons  found  eligible  who  subsequently  were  dis¬ 
covered  to  be  ineligible.  If  a  client  is  found  to  be  ineli^ble,  there  are  strict  proce¬ 
dures  for  discontinuing  representation.  Monitoring  routinely  reviews  recipient  com¬ 
pliance  with  these  procedures. 


“Under  the  LSC  appropriation  provisions  and  the  Immigration  Reform  and  Control  Act  of 
1986,  use  of  LSC  funds  is  only  permitted  for  representation  of  the  following  categories  of  aliens; 
law^l  permanent  resident  aliens;  lawful  temporary  resident  aliens  under  the  seasonal  agricul¬ 
tural  worker  (SAW)  program;  any  alien  who  is  either  married  to  a  U.S.  citizen,,  the  parent  of 
a  U.S.  citizfn,  or  an  unmarried  child  under  the  age  of  21  of  a  U.S.  citizen  assuming  such  alien 
has  filed  application  for  adjustment  of  status  to  permanent  residency  and  such  application 
has  not  been  denied;  aliens  granted  asylum;  aliens  granted  refugee  status;  aliens  grant^  condi¬ 
tional  entrant  status;  aliens  granted  withholding  of  deportation;  H-2A  nonimmigrant  temporary 
agricultural  workers  (concerning  the  worker’s  employment  contract);  and  replenishment  agricul¬ 
tural  workers  (RAW’S)  admitted  for  temporary  residence. 
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UTILIZATION  OF  LOS  ANGELES  EARTHQUAKE  REUEF  FUNDS 

Question,  On  April  14th,  the  President  notified  the  Congress  of  his  intention  to 
make  available  funds  to  supjport  emergency  requirements  arising  from  the  con¬ 
sequences  of  the  January  17th  earthquake  in  southern  Califorma,  the  midwest 
fioo^  of  1993,  and  the  recent  mudslide  in  Kentucky. 

Within  these  funds,  $600,000  was  for  a  payment  to  the  Legal  Services  Corpora¬ 
tion. 

What  are  some  examples  of  the  emergency  Legal  Services  provided  victims  of  the 
earthquake  in  I.iOS  Angeles? 

Answer.  More  than  260,000  earthquake  victims  qualified  for  special  disaster  Food 
Stamps;  more  than  14,000  residents  applied  for  special  housing  help,  and  nearly 
10,000  victims  sought  special  disaster  unemployment  benefits.  Legal  services  advo¬ 
cates  worked  with  other  relief  programs  to  assure  access  of  victims  to  appropriate 
benefits. 

Within  3  days  of  the  earthquake,  attorneys  experienced  in  disaster  relief  from  the 
Western  Center  on  Law  and  Poverty  and  the  Legal  Aid  Foundation  of  Los  Angeles 
conducted  a  special  disaster  benefits  training  program  for  75  legal  services  advo¬ 
cates  to  assist  victims  in  applying  for  benefits. 

In  the  firet  2  months  alter  the  earthquake,  San  Fernando  Valley  Neighborhood 
Legal  Services  made  200  special  outreach  trips  to  communiW  sites  ana  provided 
counsel  to  nearly  16,000  clients.  Advocates  distributed  critical  informational  mate¬ 
rial  in  several  languages  and  provided  additional  legal  assistance  to  almost  5,000 
families  through  special  workshops. 

Channel  Counties  Legal  Services  staff  ran  a  special  program  to  provide  legal  as¬ 
sistance  on  housing  to  agricultural  workers.  Programs  collaborated  with  FEMA, 
HUD,  and  USDA  to  implement  various  disaster  programs. 

Question.  Have  you  seen  an  increase  in  casdoad  in  your  programs  in  the  L.A. 
area  as  a  resiilt  of  the  earthquake? 

Answer.  There  has  been  a  tremendous  increase  in  the  caseloads  of  at  least  the 
above-mentioned  programs  as  well  as  in  Bet  Tzedek  Legal  Services  as  a  direct  result 
of  the  earthquake.  Thousands  of  victims  have  joined  the  ranks  of  eligible  clients  due 
to  loss  of  employment  and  the  family  home. 

Question.  What  types  of  cases  were  most  typical  in  the  L.A.  area  programs  last 
year  and  how  do  these  differ  since  the  earthquake? 

Answer.  Of  the  Los  Angeles  area  programs  mentioned  above,  t^ically  housing, 
income  maintenance,  and  family  law  cases  dominate  the  caseload.  Last  year,  hous¬ 
ing  cases  accounted  for  42  percent  of  all  cases;  income  maintenance  about  21  per¬ 
cent;  and  family  cases  accounted  for  19  percent  of  the  caseloads. 

This  year  housing  continues  to  be  the  number  one  priority  because  of  the  tremen¬ 
dous  damage  to  homes  and  other  property  during  the  earthquake.  A  very  significant 
increase  will  surely  occur  in  the  income  maintenance  and  consumer  cases.  Increases 
in  income  maintenance  cases  stem  naturally  from  the  demand  for  earthquake  relief 
and  other  public  benefits.  But,  as  regards  the  consumer  and  finance  cases,  much  of 
this  work  originates  from  the  fraudulent  activities,  including  price-gouging,  of  peo¬ 
ple  who  prey  on  disaster  victims. 

LSC  FIELD  PROGRAM  CASELOAD 

Question.  How  many  cases  were  handled  by  LSC  advocates  in  1993? 

Answer.  Advocates  in  LSC-funded  programs  “closed”  1,601,673  cases  in  calendar 
year  1993. 

The  Corporation  does  not  regularly  gather  information  on  the  cases  “handled”  by 
grantees,  that  is  closed  and  pending  matters.  In  order  to  provide  that  information, 
the  Corporation  polled  a  group  of  grantees  regarding  both  the  number  of  cases 
closed  and  the  additional  cases  that  were  pending  at  the  end  of  calendar  year  1993. 
The  programs  also  provided  estimates  ot  the  number  of  individuals  who  directly 
benefitt^  from  their  client  representation  during  1993.  The  10  programs  (including 
one  Native  American  program)  that  provided  data  in  this  area  reported  the  follow¬ 


ing: 

Number  of  cases  closed  .  68,939 

Number  of  cases  handled .  86,205 

Number  of  individuals  benefitting  (approx.)  .  247,671 


If  the  ratios  between  cases  closed,  cases  handled  and  individuals  benefitted  are 
extrapolated  to  all  ^antees,  the  projection  suggests  that  approximately  2  million 
cases  were  handled  during  1993  and  that  appronmately  5.8  million  individuals  ben¬ 
efitted. 

Question.  What  is  the  breakdown,  by  case  type,  of  these  cases? 


876 


Answer. 


1993  closed  cases 


Family .  631,624 

Housing  .  344,437 

Income  Maintenance  .  274,486 

Consumer  Finance . 176,041 

Miscellaneous  .  110,424 

Health .  62,430 

Individual  Rights .  38,757 

Employment  .  40,029 

Juvenile  .  19,169 

Education  .  16,177 


Prom  the  10  pro^ams  that  provided  data  with  respect  to  cases  “handled,**  the  dis¬ 
tribution  of  cases  by  case  type  mirrors  that  for  cases  closed,  with  Family  (38,6  per¬ 
cent),  Housing  (19.2  percent).  Income  Maintenance  (18.6  percent),  Consumer  Fi¬ 
nance  (10.9  percent)  and  Miscellaneous  (4.7  percehl)^ comprising  the  top  five  case 
types. 

Question.  With  the  12  percent  increase  in  funding  provided  last  year,  how  many 
cases  do  you  expect  LSC  advocates  to  handle  this  year/ 

Answer.  The  10  programs  that  provided  data  with  respect  to  cases  “handled”  pro¬ 
jected  for  calendar  year  1994  reported  the  following  numbers  of  cases  to  be  closed 
and  cases  to  be  handled:  Number  of  cases  closed — 76,915  (approx.  12  percent  in¬ 
crease);  number  of  cases  handled — 96,196  (approx,  12  i>ercent  increase). 

The  grantees  that  received  the  largest  percentage  increases,  more  than  20  per¬ 
cent,  projected  that  their  numbers  of  peoiue  helpea  would  increase  the  most,  with 
closea  cases  increasing  by  about  16  percent.  The  grantees  whose  funding  increases 
averaged  about  10  percent  projected  an  increase  in  closed  cases  of  about  7  percent. 
While  the  polled  programs  are  not  a  representative  sample  of  the  grantees,  an  ex¬ 
trapolation  of  their  experience  suggests  that  grantees  will  close  approximately  1.75 
million  cases  during  1994,  and  wilT  “handle”  the  cases  of  approximately  2.2  million 
individual  clients. 

Question.  What  are  some  of  the  ways  in  which  your  field  programs  would  use  the 
26^^ercent  increase  in  funding  you  are  seeking  from  this  committee  for  fiscal  year 

Answer.  Among  the  ways  that  the  grantees  of  the  Corporation  would  use  the  re¬ 
quested  25  percent  increase  in  Corporation  funding  in  fis(^  year  1995,  the  following 
^^1  be  common: 

— Hire  additional  lasers  and  paralegals,  and  support  staff,  in  order  to  provide 
legal  help  to  more  individuals  than  is  possible  at  tne  current  funding  level; 

— Provide  legal  assistance  in  substantive  areas  which  are  currently  not  offered  or 
offered  on  only  a  very  limited  basis  under  the  program’s  priorities; 

— Open  new  full-time  and  part-time  ofiices  in  geographic  areas  (e.g.,  rural  and 
suburban  locations  in  which  the  program  is  currently  unable  to  offer  much  legal 
assistance,  sometimes  by  reopening  offices  that  were  closed  during  the  1980’s 
because  of  funding  cuts; 

— Develop  and  expand  outreach  capacity,  by  utilizing  more  circuit  riding,  visiting 
more  distant  and  isolated  portions  of  the  program’s  service  area,  establishing 
new  800  number  services,  and  preparing  materials  by  which  clients  can  be  edu¬ 
cated  to  help  themselves; 

— Increase  salaries,  particularly  for  entry  level  positions,  to  permit  recruitment  of 
a  diverse  and  capable  ^up  of  new  advocates  most  likely  to  provide  high  qual¬ 
ity  lepresentation  and  to  remain  as  legal  services  attorneys;  and 

— Incre  ase  efficiency  of  program  services  by  increasing  the  capacity  to  use  modem 
technology  in  case  handling,  supervision  and  research. 

STATUS  OF  LSC  REAUTHORIZATION  LEGISLATION 

Question.  Authorization  of  the  Legal  Services  Corporation  expired  in  1980.  Annu¬ 
ally,  for  the  past  fourteen  years,  this  Committee  has  provided  the  legal  authority 
for  the  Corporation  to  operate. 

I  note  that  your  fiscal  year  1996  request  deletes  all  of  the  substantive  and  dis¬ 
tributional  provisions  affecting  the  Legal  Services  Corporation  that  this  committee 
has  indudea  in  the  past. 

Why  have  you  requested  the  deletion  of  what  essentially  is  your  operating  author¬ 
ity? 

Answer.  LSC  has  proposed  to  delete  the  substantive  and  distribution^  provisions 
of  the  appropriations  bill  for  fiscal  year  1996  because  Congress  is  expected  to  enact 
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a  reauthorization  of  the  legal  Services  Corporation  Act  of  1974,  as  amended  in 
1977,  during  the  current  session.  Currently,  LSC's  operating  authority  consists  of 
the  LSC  Act,  as  amended  and  supplemented  by  the  provisions  of  the  fiscal  year 
1994  appropriations  act.  In  the  reauthorization  process,  these  provisions  will  be  con- 
siderea  ana  adopted  with  appropriate  additions  and  deletions,  so  that  the  appropria¬ 
tions  act  for  fiscal  year  1995  should  not  need  any  such  provisions. 

Question,  What  is  the  current  status  of  your  reauthorization  legislation? 

Answer.  Reauthorizing  legislation  for  LSC  (H.R.  2644)  v/as  introduced  last  fall  in 
the  House  Judiciary  Subcommittee  on  Administrative  Law  and  Governmental  Rela¬ 
tions.  Subcommittee  markup  is  expected  to  occur  the  week  of  May  23,  so  that  full 
committee  markup  may  be  scheduled  soon  after  the  Memorial  Day  recess.  We  hope 
that  the  bill  will  be  considered  on  the  House  floor  this  summer.  The  Senate  Labor 
and  Human  Resources  Committee  has  not  yet  taken  up  LSC  reauthorization  but  it 
is  anticipated  that  the  committee  will  do  so  this  summer,  so  that  full  Senate  consid¬ 
eration  of  the  measure  can  occur  before  Congress  adjourn*^  in  the  fall. 

Question,  If  the  Corporation  is  not  reauthorized  by  September,  would  you  support 
the  inclusion  of  LSC  authorizing  provisions  in  the  conference  report? 

Answer.  If  a  reauthorization  of  the  LSC  Act  has  not  been  enacted  by  September, 
LSC  would  support  the  inclusion  of  appropriate  authorizing  provisions  in  the  fiscal 
year  1995  appropriations  act  and  conference  report. 

STAFF  TERMINATIONS  IN  MONITORING  PROGRAM 

Question,  1  understand  one  of  the  first  actions  taken  by  the  new  Board  was  the 
termination  of  13  employees  in  your  monitoring  or  program  oversight  division. 

Could  you  please  tell  the  Committee  how  these  terminations  came  about? 

The  terminations  of  the  employment  of  the  13  staff  members  in  Question  came 
about  as  the  result  ox  an  in-depth  review  of  the  Office  of  Program  Evaluation,  Anal¬ 
ysis  and  Review  (OPEAR)  and  the  conclusion  that  LSC  needed  to  revise  substan¬ 
tially  its  monitoring  and  evaluation  function  to  make  it  more  effective  to  meet  the 
Corporation’s  statutory  mandate  for  program  oversight.  The  Corporation  found  sig¬ 
nificant  inefficiencies  in  how  the  momtoring  function  was  carried  out  and  found  that 
significant  parts  of  its  oversight  responsibilities  were  simply  not  being  met.  Further¬ 
more,  the  aivision  was  operated  in  a  fashion  which  impeded  rather  than  supported 
effective  internal  communications  necessary  to  support  the  oversight  function.  LSC 
thus  was  faced  with  having  a  ^arge  staff  whose  slmls  and  expenence  were  suited 
to  an  inefficient  monitoring  process  and  who  in  the  judgment  ot  management  lacked 
the  experience  or  skills  and  the  flexibility  to  take  on  a  broader  approach  to  monitor¬ 
ing  and  evaluation. 

The  Legal  Services  Corporation  Act  sets  forth  two  related  oversight  responsibil¬ 
ities  for  LSC.  Those  responsibilities  are:  (1)  to  “monitor  and  evaluate  and  provide 
for  independent  evaluations  of  programs  supported  in  whole  or  in  part  uncier  this 
title  to  insure  that  the  provisions  of  this  title  and  the  bylaws  of  the  Corporation  and 
applicable  rules,  regulations  and  guidelines  promulgated  pursuant  to  this  title  are 
carried  out”  (LSCA  §1006(d));  and,  (2)  with  respect  to  grantee  programs,  to  “insure 
the  maintenance  of  the  highest  quality  of  serViCe  and  professional  standards,”  and 
“insure  that  grants  and  contracts  are  made  so  as  to  provide  the  most  economical 
and  effective  delivery  of  legal  assistance  to  persons  in  both  urban  and  rural  areas.” 
(LSCA  §1007(aXl)  and  (3)). 

Despite  these  statutory  mandates,  fundamental  deficiencies  have  placed  LSC’s 
monitoring  efforts.  These  deficiencies  were  identified  by  Congress  in  six  hearings 
held  before  relevant  Congressional  Committees  since  1985.  The  Senate  Appropria¬ 
tions  Committee  in  1986  and  1987  instructed  the  Corporation  to  take  steps  to  ad¬ 
dress  continuing  problems:  simificant  delays  in  the  issuance  of  reports,  unreason¬ 
able  document  requests  and  lack  of  consistent  standards  and  procedures.  Reports 
of  ^e  Senate  Committee  on  Appropriations  to  accompany  H.R.  5161  (1986)  and  H.R. 
2763  (1987)  (Attachments  1  ana  2). 

The  Report  of  the  House  Committee  on  the  Judiciary  to  accompany  H.R.  2039 
(Legal  Services  Corporation  Act  of  1991)  summarized  those  and  other  shortcomings 
(Attachment  3).  That  Report  found: 

— LSC  utilized  intrusive  monitoring  that  caused  unnecessary  disruption  of  client 
services,  imposed  huge  financial  and  administrative  burdens  on  both  recipients 
and  LSC,  and  was  carried  out  in  an  unnecessarily  hostile,  adversary  manner. 
— LSC  has  not  evaluated  recipients  to  determine  whether  they  were  providing  eco¬ 
nomic  and  effective  legal  services  of  high  quality  and  fail^  to  develop  criteria 
for  evaluations  of  overall  program  performance  and  quality. 

— LSC  has  not  promulgated  standards  and  procedures  for  monitoring,  evaluation 
and  complaint  investigation,  though  repeatedly  requested  to  do  so  by  Congress. 
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— LSC  sought  information  that  was  protected  against  release  to  third  parties  by 
state  etmcal  rules  on  client  secrets  and  confidentiality,  as  well  as  personal  or 
private  information  relating  to  uidividual  employees  not  directly  pertinent  or 
necessary  for  monitoring. 

The  concerns  expressed  by  Congress  were  echoed  by  the  findings  of  the  Audit  Re¬ 
port  on  the  Legal  Services  Corporation’s  Grantee  Monitoring  Function  (Mi^  5, 
1994),  conducted  under  the  direction  of  the  Corporation’s  Inspector  Genered.  That 
Report  found: 

— LSC  had  not  developed  standards  for  measuring  grantee  performance,  and  thus 
had  not  been  effectively  fulfilling  its  statutory  mission. 

— LSC’s  fiscal  monitoring  largely  duplicated  the  work  of  independent  public  ac¬ 
countants  who  perform  the  grantees*  annual  financial  audits. 

— LSC’s  monitoring  lacked  essential  quality  controls  and  monitoring  training  and 
simervision  were  inadequate. 

— LSC  monitoring  achiev^  relatively  little  in  measurable  benefits  when  compared 
with  its  costs. 

— LSC  monitoring  concentrated  little  attention  on  the  quality  and  effectiveness  of 
its  legal  services  grantees. 

The  Corporation  has  made  substantial  process  to  define  and  analyze  the  prob¬ 
lems  which  have  placed  LSC’s  past  monitoring  practices  and  to  consider  changes 
necessary  to  correct  these  deficiencies.  At  its  December  1993  meeting,  after  hearing 
at  length  from  its  own  staff  and  from  others  knowledgeable  about  LSC’s  monitoring 
practices,  the  Board  of  Directors  adopted  a  set  of  principles  to  guide  LSC’s  future 
oversight  activities.  Those  principles  are  grounded  in  an  intention  to  develop  a  more 
cost-effective  way  to  assure  compliance  with  the  LSC  Act  and  regulations  in  order 
to  ensure  ongoing  oversight  of  such  issues.  They  also  focus  on  and  helping  to  im¬ 
prove  the  quality  of  work  produced  and  the  effectiveness  and  efficiency  of  program 
operation. 

Shortly  after  assuming  its  responsibilities,  in  order  to  form  its  own  judgment 
about  LSC’s  conduct  of  program  oversight  and  support,  the  Corporation’s  new  man¬ 
agement  conducted  a  review  of  the  two  divisions  responsible  for  these  ftinctions. 
Each  division  staff  member  was  interviewed  and  operational  procedures  and  the 
work  produced  were  examined.  The  review  confirmed  the  shortcomings  identified  by 
Congress  and  the  Inspector  General.  LSC’s  monitoring  process  was  inefficient  and 
did  not  effectively  oversee  program  statutory  and  regulatory  compliance.  Programs 
were  subj^ted  to  a  compliance  review  only  approximately  every  32  months.  Enor¬ 
mous  staff  resources  were  expended  in  the  production  of  lengthy  but  marginally  use¬ 
ful  written  reports  on  those  visits.  There  was  limited  communication  among  Cor¬ 
poration  personnel  about  programs  which  were  monitored  and  little  use  was  made 
of  the  information  obtained. 

Question.  Was  your  decision  to  let  these  individuals  go  a  result  of  a  shortfall  in 
funding  or  a  result  of  criticisms  made  in  a  recent  Inspector  General  report  on  Mon¬ 
itoring  activities? 

Answer.  As  described  more  fully  in  the  answer  to  the  previous  question,  the  deci¬ 
sion  to  let  the  staff  members  in  question  go  was  based  on  an  assessment  of  needed 
changes  in  the  monitoring  and  evaluation  function  to  address  deficiencies  which 
management  Identified  in  its  review  and  which  were  reflected  in  the  Inspector  Gen¬ 
eral’s  Audit  Report  on  monitoring.  The  decisions  were  not  based  on  the  serious 
budjget  deficit  which  the  new  board  inherited,  but  did  reflect  the  heightened  need 
for  nscal  prudence  because  of  that  shortfall. 

Question.  I  understand  the  Board  is  now  looking  at  ways  to  reorganize  and 
strengthen  monitoring  activities  and  program  oversight.  Could  you  plea%  describe 
your  current  efforts  in  this  regard? 

Answer.  The  Legal  Services  Corporation  has  not  adopted  changes  in  monitoring 
policy  and  procedures.  Its  staff  is  thoroughly  reviewing  LSC’s  monitoring  and  eval¬ 
uation  policy  and  developing  recommendations  for  possible  changes.  Staff  will  soon 
b^n  a  field  test  of  oversight  procedures  before  submitting  a  recommendation  to  the 
L^  Board  of  Directors  regaroing  the  monitorink  and  evaluation  function. 

While  determining  the  appropriate  course  to  follow,  the  Corporation  continues  its 
oversight  of  programs,  as  follows: 

Completion  of  pending  reports. — ^When  the  new  administration  ol  Ihe  Coiiioration 
assumed  its  duties,  a  total  of  71  draft  or  final  reports  of  previous  monitoring  visits 
awaited  completion.  By  March  25,  1994,  41  final  reports  and  30  draft  reports  were 
completed. 

Review  of  program  audits. — Audited  financial  statements  have  been  submitted  by 
270  programs  whose  fiscal  year  ended  December  31,  1993  and  are  being  reviewed 
using  streamlined  procedures  to  make  the  process  more  efficient  than  it  has  been 
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in  the  past  As  of  the  date  of  this  submission,  130  such  reviews  have  been  com¬ 
pleted. 

O/i'Site  viait8  to  programs. — Staff  has  identified  pro^ams  which  are  currently  in 
urgent  need  of  assistance,  and  four  on-site  interventions  have  taken  place  or  are 

Slanned  imme^ately.  An  additional  five  on-site  visits  will  be  made  to  programs  in 
une. 

Investigation  of  complaints. — LSC  staff  continues  to  investigate  complaints  re- 
gar^ng  alleged  violations  of  the  LSC  Act  and  reflations  from  applicants  who  have 
been  denied  assistance,  from  third-party  complainants  and  from  current  or  former 
staff  members. 

Approvals  of  consulting  contracts  and  oroperty  purchases  .—VSC  staff  continue:  (1) 
to  approve  or  deny  requests  for  approvals  of  consulting  contracts  and  property  pur¬ 
chases  pursuant  to  4o  C.F.R.  Part  1630;  (3)  to  resolve  or  disallow  potential  ques¬ 
tioned  costs,  pursuant  to  45  C.F.R.  Part  1630;  (3)  to  grant  or  deny  requests  for  waiv¬ 
ers  of  the  12.6  percent  Private  Attorney  Involvement  requirement,  pursuant  to  46 
C.F.R.  Part  1614;  (4)  to  approve  or  disapprove  fund  balance  plans  pursuant  to  46 
C.F.R.  Part  1628;  and  (5)  to  modify  and  approve  subgrants  pursuant  to  45  C.F.R. 
Part  1627. 

While  these  oversight  activities  are  going  on,  proposed  additions  to  the  monitoring 
and  evaluation  p»-ocess  are  being  formulated  and  tested  for  review  and  adoption  by 
the  LSC  Board  of  Directors.  The  approaches  being  considered  are  bein^  developed 
consistent  with  the  approach  taken  in  other  agencies  and  d^artments  of  the  federal 
government  pursuant  to  the  Government  PerK»rmance  and  Results  Act  of  1993.  Two 
significant  areas  of  change  are  contemplated:  (1)  to  increase  the  frequency  and  the 
cost-effectiveness  of  monitoring  for  compliance  with  the  requirements  of  the  LSC  Act 
and  Regulations;  and  (2)  to  evaluate  programs'  perfonnance  in  order  to  meet  the 
Corporation's  respor.sibilitv  to  assure  that  the  lef  1  assistance  that  clients  receive 
is  of  high  quality  and  is  delivered  economically  ana  effectively. 

Compliance  Monitoring 

The  objective  of  the  changes  under  consideration  with  regard  to  compliance  mon¬ 
itoring  is  to  increase  the  capacity  of  the  Corporation  for  more  onf  ing  oversight  of 
the  programs  for  which  it  is  responsible.  The  monitoring  policies  of  the  previous  ad¬ 
ministration  of  the  Corporation  provided  compliance  checks  only  at  intervals  of 
about  32  months,  when  on-site  visits  to  programs  were  conducted. 

Plans  are  being  developed  and  tested  that  contemplate  much  more  thorough  and 
frequent  attention  to  compliance  with  the  Act  and  regulations.  Procedures  are  being 
developed  which  will  involve  at  least  three  methods  by  which  compliance  matters 
will  be  addressed  with  funded  programs. 

One,  on-site  verification  of  compliance  bv  the  program's  independent  program 
auditor.  Current  LSC  practice  requires  each  grantee  to  have  an  annual  financial 
au^t  conducted  by  an  independent  local  auditor.  Consistent  with  auditing  practices 
of  most  Federal  agencies,  the  independent  auditor  will  be  asked  to  verify  compliance 
with  those  aspects  of  the  regulations  which  do  not  call  for  judgment  outside  the  ex¬ 
pertise  of  the  auditor. 

Two,  an  Annual  Desk  Review  conducted  in-house  by  the  staff  of  the  Corporation 
which  will  obtain  and  assess  information  in  order:  (a)  to  establish  that  adopted  poli¬ 
cies  and  procedures  comply  with  statutory  and  regulatory  requirements;  (b)  to  iden¬ 
tify  possible  areas  related  to  program  operations  calling  for  follow-up,  including  an 
on-sfte  compliance  audit;  and  (c)  to  identify  areas  in  which  LSC  might  provide  tech¬ 
nical  assistance  to  the  grantee.  LSC  will  soon  conduct  desk  reviews  of  thirty  pro¬ 
grams  to  test  proposed  procedures. 

Three,  on-site  targeted  compliance  audits  will  be  conducted  by  LSC  staff  to  assure 
compliance  with  statutory  and  regulatory  requirements  that  cannot  be  verified 
through  either  of  ^e  above  processes. 

Performance  Accountability 

Plans  are  being  developed  and  tested  for  performance  accountability  of  its  grant¬ 
ees  through  on-site  evaluations  by  persons  with  experience  in  the  practice  of  law 
and  who  understand  the  operation  of  legal  services  programs.  This  is  consistent 
with  the  recommendation  or  the  Inspector  General  that  performance  audits  of  LSC 
grantees  be  conducted  by  persons  with  legal  services  experience.  “It  is  aidomatic 
that  a  person  is,  in  general,  better-suited  to  evaluate  how  well  an  activity  is  being 
performed  if  that  person  has  actual  experience  in  performing  that  activity.”  LSC's 
Inspector  General's  Audit  Report  on  the  Legal  Services  Corporation’s  Grantee  Mon- 
itonng  Function  (May  6,  1994)  p.  11-12, 

As  currently  envisioned,  perrormance  reviewers  will  evaluate  programs  against  a 
set  of  accepted  performance  measures.  The  performance  measures  are  being  devel- 
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oped  drawing  on  the  gmdelines  developed  by  LSC  in  1993  as  part  of  the  Comp  ra¬ 
ti  ve  Demonstration  Project.  Consistent  with  common  practice  in  the  area  of  perform¬ 
ance  accountability,  the  performance  evaluation  will  begin  with  a  thorough  self-as¬ 
sessment  conducted  using  an  instrument  developed  by  the  Corporation. 

Performance  accountability  is  an  aspect  of  proa^am  oversight  which  has  been  the 
subject  of  increasing  attention  in  the  Federal  Government  and  a  concern  of  Con- 
gms  with  regard  to  ISC  for  a  number  of  years.  In  1992,  the  House  Judiciary  Com¬ 
mittee  found  that  because  of  a  failure  to  evaluate  whether  recipients  are  providing 
economical  and  effective  legal  servic.-s  of  high  quality,  ^^the  Corporation  Is  simply 
not  in  the  position  to  make  an  objective  determination  of  whetner  a  recipient  is 
faithfully  meeting  the  goals  of  the  Act.”  Report  of  the  House  Committee  on  the  Judi¬ 
ciary  to  accompany  H.R.  2039  (Legal  Services  Ckiiporation  Act  of  1991).  This  concern 
is  also  expressed  in  the  LSC’s  Inspector  General's  Audit  Report  on  the  Legal  Serv¬ 
ices  Corporation's  Grantee  Monitoring  Function  (M^  6,  1994\ 

The  Government  Performance  and  Results  Act  of  1993  (GPRA)  reflects  the  same 
approach  to  performance  accountabiliW  currently  being  considered  at  LSC.  In  adopt¬ 
ing  the  GPRA,  Ckingress  found  that  “Federal  managers  are  seriously  disadvantaged 
in  their  efforts  to  improve  program  efficiency  and  effectiveness,  bemuse  of  insuffi¬ 
cient  articulation  of  program  goals  and  inadequate  information  on  program  perform¬ 
ance.”  (Public  Law  103-62  §2(aX2)).  Among  the  purposes  articulated  by  he  Act  is 
to  “improve  Federal  program  effectiveness  and  public  accountability  by  promoting 
a  new  focus  on  results,  service  quality,  and  customer  satisfaction.”  (I^blic  Law  103- 
62  §2(bX3)). 


ATTACHMENT  NO.  1 

[Excerpt  Prom  Departments  of  Commerce,  Justice,  and  State,  the  Judiciary,  and  Related  Agencies  appropriation 
bill,  1987,  Senate  Report  No  99-425,  99th  Congreas,  2d  session] 

MONITORING 

The  Committee  directs  that  all  monitoring,  auditing  and  evaluation  of  grantees 
and  contractors  conducted  with  funds  provide  in  this  appropriation  shall  be  carried 
out  so  that: 

—Monitoring  reports  are  prepared  promptly  and  all  reports  are  released  to  the 
grantee  or  contractor  being  monitored; 

— Site  visits  are  conducted  only  upon  reasonable  notice  by  the  Legal  Services  Cor¬ 
poration  to  the  grantee  or  contractor; 

—Requests  for  production  of  documents  and  other  materials  are  reasonable  and 
pertinent;  ana 

— Consistent  standards  and  procedures  are  used  for  all  grantees  and  contractors. 
The  CommitUe  also  directs  that  the  Legal  Services  (Jorporation  provide  1985 
monitoring  reports  to  Community  Legal  Services,  Philadelphia,  PA,  and  Keystone 
Legal  Services,  State  College,  PA. 


ATTACHMENT  NO.  2 

(Exc«rpt  From  Departments  of  Commerce,  Justice,  and  State,  the  Judiciary,  and  Related  Agencies  appropriation 
bill,  1987,  Senate  Report  No,  100-182,  100th  Congress,  Ist  session] 

MONITORING 

As  it  did  in  fiscal  year  1987,  the  Committee  directs  that  all  monitoring,  auditing 
and  evaluation  of  ^antees  and  contractors  conducted  with  funds  provided  in  the  ap¬ 
propriations  shall  oe  carried  out  so  that: 

— Monitoring  reports  are  prepared  promptly  and  all  reports  are  released  to  the 
grantee  or  contractor  being  monitored; 

— Site  visits  are  conducted  only  upon  reasonable  notice  by  the  Legal  Services  Cor¬ 
poration  to  the  grantee  or  contractor; 

—Requests  for  production  of  documents  and  other  materials  are  reasonable  and 
pertinent;  ana 

— Consistent  standards  and  procedures  are  used  for  all  grantees  and  contractors. 

In  particular,  the  Committee  remains  concerned  over  the  failure  of  the  Corpora¬ 
tion  to  produce  final  monitoring  reports  in  a  timely  fashion.  The  process  of  monitor¬ 
ing  programs  funded  through  Qie  Legal  Services  Corporation  to  ensure  compliance 
with  established  rules  and  regulations  if  prope^  structured  can  be  an  extremely 
important  tool  in  assisting  programs  to  more  effectively  and  efficiently  serve  poor 
clients.  However,  the  Committee  notes  that  the  monitoring  of  a  program  is  not  con- 
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eluded  until  that  program  receives  a  final  written  report  In  response  to  questions 
raised  by  the  Committee  about  outstanding  final  monitoring  reports  for  1986, 
and  1987,  the  Coiporation  in  May  1987  inmeated  that  of  the  2^  onsite  reviews  con¬ 
ducted  in  1985,  49  final  reports  remain  outstandii^;  of  the  197  onsite  reviews  con¬ 
ducted  in  1986,  123  final  reports  remain  outstanding;  end  of  the  16  onsite  reviews 
conducted  in  January  1987,  16  final  reports  remain  outstanding.  A  42-percent  fail¬ 
ure  rate  to  issue  final  reports  is  clearly  unacceptable  and  unaermines  the  entire 
process.  Therefore,  the  Committee  directs  the  Corporation  to  take  immediate  steps 
to  complete  all  outstanding  reports  by  February  1,  1988,  and  to  report  to  the  Com¬ 
mittee  thereon. 


ATTACHMENT  NO.  3 

(Excerpt  from  House  Committee  on  the  Judiciary,  Houee  Report  102-4761 
LEGAL  SERVICES  RE  AUTHORIZATION  ACT  OF  1991 
******* 

The  Committee  on  the  Judiciary,  to  whom  was  referred  the  bill  (H.R.  2039)  to  au¬ 
thorize  appropriations  for  the  Legal  Services  Corporation,  and  for  other  purposes, 
having  considered  the  same,  report  favorably  thereon  with  an  amendment  and  rec¬ 
ommend  that  the  bill  as  amended  do  pass. 

(2)  The  Corporation  does  not  evaluate  recipients  to  determine  whether  they  are 
providing  economical  and  effective  legal  services  of  high  quality.  Instead,  monitoring 
focuses  almost  exclusively  on  ensuring  compliance  with  tne  Act  and  regulations;  in¬ 
deed,  tlie  focus  has  often  been  on  whether  a  recipient  has  complied  wth  technical 
documentation  or  reporting  requirements,  not  whether  it  has  actually  violated  a 
substantive  provision  of  the  law.  The  Corooration  is  simply  not  in  the  position  to 
make  an  objective  determination  of  whether  a  recipient  is  faithfully  meeting  the 
goals  of  tlie  Act. 

(3)  The  OoiTporation  continues  to  utilize  a  monitoring  process  that  causes  unneces¬ 
sary  disruj’dion  of  client  services,  imposes  huge  financial  and  administrative  bur¬ 
dens,  and  14  often  carried  out  in  a  hostile,  adversarial  manner.  Few  of  the  monitors 
recently  used  have  had  prior  legal  services  experience  or  knowledge  of  poverty  law; 
many  have  rot  actively  practiced  law  before  courts  or  administrative  agencies  or  op¬ 
erated  a  nom^rofit  legal  organization. 

(4)  The  CfoiTJoration  continues  to  undertake  investigations  of  unverified  com¬ 
plaints  without  first  informing  the  affected  recipient  of  the  charges  and  without  pro¬ 
viding  an  opportunity  for  the  recipient  to  full>r  respond.  There  continue  to  be  occa¬ 
sions  where  the  information  provided  to  recipients  fails  to  specify  which  provision 
of  the  Act  or  regulations  were  allegedly  violated  and  to  indicate  with  any  specificity 
the  case,  event  or  circumstances  in  which  the  violation  allegedlv  occurrea  or  that 
precipitated  the  investigation.  If  a  complaint  is  resolved  favorably  to  the  recipient, 
which  is  true  in  the  vast  majority  of  cases,  the  recipient  often  is  not  informed.  In 
several  instances,  LSC  has  found  violations  based  on  new  and  previously  unan¬ 
nounced  interpretations  that  it  has  made  of  the  Act  or  regulations  which  are  often 
inconsistent  with  prior  LSC  interpretations. 

(6)  During  monitoring  and  complaint  investigations,  the  Corporation  has  sought 
information  that  i?  protected  against  release  to  third  parties  by  state  ethical  rifles 
on  confidentiality.  This  has  occurred  even  where  the  state  ethical  authority  has 
ruled  directly  on  the  very  issue  and  circumstance  involved.  The  Corporation  contin¬ 
ues  to  ignore  section  100(i(bX3)  of  the  LSC  Act  whicl^recludes  it  from  obtaining 
access  to  information  protected  by  state  ethical  rules.  The  Corporation  has  also  de¬ 
manded  access  to  private  and  highly  personal  information  on  individual  employees 
contained  in  confiaential  personnel  files;  it  has  sought  access  to  such  information 
even  when  it  is  protected  from  disclosure  by  state  law  or  existing  collective  bargain¬ 
ing  agreements.  In  fact,  the  Corporation  has  sought  access  to  such  files  even  when 
the  information  is  available  elsewhere  and  is  not  directly  pertinent  or  necessary  for 
monitoring. 

******* 

The  Committee  rejected  proposals  to  prohibit  administrative  representation  in 
rulemakinfi;  and  poli^  development.  Restricting  such  representation  would  deprive 
the  poor  of  access  to  critical  decision  making  wmeh  those  who  can  afford  an  attorney 
have.  In  fact,  in  today’s  world,  prohibiting  representation  in  rulemaking  fora  is  dif¬ 
ficult  to  separate  from  representation  in  court  or  in  agency  ac^udicatory  proceed- 
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ings.  Administrative  representation  at  the  outset  frequently  obviates  the  need  for 
expensive  and  time  consuming  litigation  over  the  substance  or  process  of  adminis¬ 
trative  rulemaking  and  policy  development.  Restricting  representation  also  deprives 
administrative  agencies  of  useful  information  about  how  proposed  policies  will  afreet 
certain  clients  and  whether  such  policies  are  workable. 

The  governing  bodies  of  recipients  are  expected  to  develop  appropriate  policies  to 
guide  employees  or  other  staff  in  abiding  by  the  provisions  and  restrictions  on  agen¬ 
cy  representation.  The  Corporation  may  not  impose  additional  procedural  or  sub¬ 
stantive  requirements  on  such  agency  representation. 

SEC.  6— ENFORCEMENT,  SANCTIONS  AND  MONITORING 

A  central  purpose  of  the  Committee  bill  is  to  provide  the  Corporation  with  the 
tools  that  it  needs  to  ensure  that  recipients  comply  with  the  law  and  provide  high- 
cmality,  economic  and  effective  legal  assistance.  However,  the  O  mnittee  recognizes 
tne  ne^  to  ensure  fairness  in  Corporation  monitoring,  enforce?  aen  t  and  evaluation 
and  to  preserve  the  fundamental  concept  of  local  control  over  renp  ents’  internal  af¬ 
fairs.  Because  current  law  has  proven  inadequate  to  meet  thes  s  i,oals,  section  6  of 
the  Committee  bill  makes  substantial  revisions  and  additions  to  those  sections  of 
the  existing  LSC  Act  involving  enforcement,  sanctions  and  monitoring. 

PROBLEMS  AND  INADEQUACIES 

Since  1984,  six  oversight  or  reauthorization  hearings  have  been  held  before  the 
Subcommittee  on  Courts,  Civil  Liberties  and  the  Administration  of  Justice  (which 
had  jurisdiction  over  the  Corporation  until  1989)  and  before  the  Subcommittee  on 
Administrative  Law  and  Governmental  Relations.  Testimony  at  these  hearings  and 
information  reviewed  by  the  two  Subcommittees  documented  a  number  of  problems 
with  and  inadequacies  in  the  area  of  monitoring,  sanctions  and  enforcement.  While 
some  of  the  problems  discussed  in  the  1985  Committee  Report  [H.  Rep.  99-448,  99th 
Cong.,  1st  Sess.  at  pp.  19-23  (Dec.  18,  1985)3  have  been  corrected,  many  of  the  most 
serious  deficiencies  remain.  The  Committee’s  concerns  are  as  follows: 

(1)  The  Corporation  has  failed  to  promulgate  public  standards  and  operating  pro¬ 
cedures  for  monitoring,  evaluation  and  complaint  investigation  even  though  this 
Committee  and  the  appropriations  committees  have  repeatedly  suggested  that  it  do 
so.  The  procedures  used  by  LSC  for  monitoring  and  complaint  investigation  appear, 
and  often  have  been,  arbitrary  and  abusive. 

«  «  4>  4 

*  ♦  ♦  $14,377  of  allegedly  improper  expenditures  was  involved. another  case, 
the  Corporation  sought  to  reduce  the  National  Center  for  Youth  Law  by  9.95  percent 
of  its  LoC  grant  for  participation  in  a  case  that  was  supported  entirely  from  Califor¬ 
nia  lOLTA  ("Interest  on  Lawyer  Trust  Account”)  funds.  The  Califorma  lOLTA  com¬ 
mission  specifically  approved  the  use  of  its  funds  for  the  case  after  LSC  asserted 
the  authority  to  give  its  own  interpretation  of  the  California  lOLTA  statute.  The  re¬ 
duction  was  enjoined  by  a  Federal  district  court  in  National  Center  for  Youth  Law 
V.  LSC,  749  F.  Supp.  1013  (N.D.Cal.  1990),  and  LSC  did  not  appeal. 

(7)  The  Corporation  also  has  argued  that  it  does  not  have  to  provide  an  adminis¬ 
trative  hearing  under  section  1011  when  it  unilaterally  determines  there  are  no  is¬ 
sues  of  fact,  even  though  section  1011  clearly  provides  an  opportunity  for  a  hearing 
in  any  termination  or  denial  of  refunding,  regardless  of  the  nature  of  the  issues  in 
dispute. 

(8)  The  Corporation  has  attempted  to  impose  restrictions  on  representation  of  eli¬ 
gible  clients  ttiat  are  not  authorized  by  Congress  and  go  beyond  the  authority  spe¬ 
cifically  delegated  to  LSC  under  the  Act.  L^  also  proposed  regulations,  barred  by 
Congress  through  appropriation  riders,  that  would  have  mposed  unauthorized  and 
detailed  requirements  on  governing  body  composition  and  appointment,  the  use  of 


^^CRLA  contested  the  LSC  allegations,  pointing  out  that  one  of  the  cases  that  LSC  alleged 
violated  the  abortion  restriction  involved  family  planning  health  care  and  contraceptive  services 
under  statutes  that  absolutely  prohibited  use  of  such  funds  for  abortion.  Applying  the  abortion 
restriction  to  such  a  case  was  novel,  unique  and  without  precedent.  In  the  other  case,  CRLA 
demonstrated  that  none  of  the  funds  used  were  LSC  or  private,  but  were  provided  to  CRLA  by 
CaUfomia’s  lOLTA  program.  Funds  generated  by  California’s  lOLTA program  are  “public  funds 
within  ihe  meaning  of  section  1010(c)  of  the  Act,  which  permits  such  tunas  to  be  used  “in  accord¬ 
ance  with  the  pulses  for  which  they  were  provided”  and  are  not  subject  to  many  restrictions 
that  apply  to  LSC  funds,  including  those  related  to  abortion.  CRLA  ultimately  decided  not  to 
contest  the  LSC  final  decision  to  impose  a  one-time  reduction  of  $14,377  because  of  “its  desire 
to  avoid  the  additional  expense  and  time  inyolved  in  such  a  challenge,  as  well  as  its  desire  to 
move  forward  in  a  cooperative  working  relationship  with  LSC.”  See  Letter  of  January  17,  1991 
from  Martin  Click,  CRLA’s  attorney,  to  LSC  President  David  Martin. 
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lOLTA  and  private  ftinds,  and  the  recapture  of  attorneys*  fees  recovered  by  recipi¬ 
ents  tinder  slate  and  Federal  fee-shiftir^  statutes. 

To  prevent  such  problems  from  continviing  in  the  future,  the  Committee  believes 
that  current  law  must  be  changed. 

PROVISIONS  OF  THE  COMMITTEE  BILL 

Section  6  is  divided  into  four  subsections.  The  first  three  subsections  strengthen 
and  clarify  current  law  and  address  the  problems  and  deficiencies  discussed  earlier 
in  this  section  of  the  report.  The  fourth  is  technical  in  nature. 

Section  6(a) 

Subsection  (a)  revises  section  1006(bXlXA)  [42  U.S.C.  2996e(bXlXA)]  of  the  LSC 
Act  to  provide  comprehensive  tools  for  enforcement,  including  reasonable  monitor¬ 
ing,  effective  and  timely  complaint  investigations,  and  independent  evaluations  to 
determine  whether  programs  are  providing  comprehensive,  economical  and  effective 
legal  assistance  of  high  quality  to  eligible  dients. 


Questions  Submitted  by  Senator  Pete  V.  Domenici 

FIELD  PROGRAMS  VS.  OTHER  PROGRAMS 

Question.  The  Legal  Services  Corporation  is  requesting  an  increase  of  $100  mil¬ 
lion,  or  25  percent,  from  the  1994  level  of  $400  million.  However,  the  Basic  Field 
Programs  would  receive  less  than  a  26  percent  increase,  while  other  programs  of 
the  Corporation  would  receive  more. 

If  the  primary  focus  of  the  Legal  Services  Corporation  is  to  deliver  legal  services 
directly  to  the  poor,  why  shouldn't  the  Field  Programs  receive  most — if  not  all — of 
the  increase? 

Answer. 


[Dollars  in  millions] 


Program 

1994 

1995 

Percent 

increase 

Field  programs . 

.  W64.0 

$447.3 

22.8 

Other  direct  service . 

.  3.8 

5.2 

33.7 

Support  centers,  other . 

.  22.8 

32.8 

43.6 

Administration  and  Board  initiatives . 

.  10.6 

14.1 

32.7 

The  primary  focus  of  the  Legal  Services  Corporation  is  to  deliver  legal  services 
directly  to  poor  people.  Consequently,  of  the  $100  million  increase  requested  by  LSC 
for  fiscal  year  1995,  field  programs  are  budgeted  to  receive  $83,723,000,  or  most 
(83.7  percent)  of  the  increase.  Other  direct  delivery  categories  are  budgeted  for  an 
inf  rease  of  $2,480,000,  for  an  additional  2.5  percent  of  the  increase,  so  that  86.2  per¬ 
cent  of  the  requested  increase  is  slated  for  the  direct  delivery  of  legal  assistance. 

Field  and  other  direct  delivery  programs  are  not  budgeted  to  receive  all  of  the  in- 
crv^ase  because  additional  funding  will  be  needed,  first,  to  provide  adequate  sub¬ 
stantive  support  for  the  direct  delivery  of  legal  services  to  clients  and,  second,  to 
provide  for  management  and  administration  of  the  increased  appropriation.  Support 
tor  the  delivery  of  legal  assistance  is  budgeted  to  receive  $10,026,000,  or  10  percent 
of  the  increase.  Corporation  management  and  Board  initiatives  administration  is 
budgeted  to  receive  $3,772,000  or  3.8  percent  of  the  increase. 

LSC  has  budgeted  a  substantial  increase  for  support  for  the  delivery  of  legal  as¬ 
sistance  because  recipients  funded  in  this  category  provide  critically  important  di¬ 
rect  and  indirect  services  to  poor  people  and  support  the  work  of  lawyers  and  para¬ 
legals  who  are  providing  direct  services.  The  state  and  national  support  centers  rep¬ 
resent  clients  directly,  co-counsel  on  cases  with  grantees,  advise  local  lawyers  and 
paralegals  on  questions  of  law  that  have  arisen  during  client  representation,  and 
prepare  practice  and  substantive  manuals  that  are  used  by  local  programs  in  work 
for  clients.  These  centers  provide  the  essential  specialization  that  enables  legal  serv¬ 
ices  practitioners  to  provide  effective,  high  quality  legal  services  in  an  efficient  and 
economical  manner. 

In  addition,  computer  assisted  legal  r^>search  provides  efficient  and  rapid  research 
assistence  to  local  lawyers  regarding  tlieir  pending  cases.  The  training  centers  co¬ 
ordinate  ^e  delivery  of  training  that  directly  improves  the  quality,  effe^veness  and 
efficiency  of  local  program  representation;  the  skills  and  substantive  information 
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transmitted  during  training  are  used  by  local  lawyers  in  their  work  for  clients.  The 
Clearinghouse  disseminates  current  case  information  and  materials  available  in  no 
other  way  so  that  local  advocates  can  use  relevant  citations  and  arguments  for  their 
clients.  The  three  new  categories  of  other  support,  new  training,  cUent  involvement 
and  innovations  for  improved  efficiency  all  involve  grants  that  will  primarily  be 
awarded  to  field  programs  to  enhance  and  improve  Qie  direct  delivery  of  services 
to  clients. 

The  support  centers*  critical  role  in  assisting  local  program  clients  and  advocates 
has  not  been  able  to  keep  up  with  the  needs  of  the  local  delivery  system.  During 
the  1980*8,  training  funds  were  almost  completely  eliminated  and  support  center 
funding  increases  lagged  behind  growth  in  local  programs  funded  by  both  the  Cor¬ 
poration  and  by  non-Uorporation  sources.  Moreover,  new  substantive  areas  of  great 
importance  emerged  during  the  past  decade  and  were  not  appropriately  addressed 
by  development  of  new  substantive  expertise  and  focussed  support.  The  Corpora¬ 
tion’s  requested  increase  for  support  services  will  address  these  problems  and  en¬ 
hance  the  direct  delivery  of  services  to  poor  people. 

REAUTHORIZATION 

Question.  For  many  years  this  subcommittee  has  served  as  both  the  appropria¬ 
tions  and  authorization  source  for  the  Legal  Services  Corporation. 

We've  been  told  many  times  in  the  past  that  the  Authorizing  Committees,  in  this 
case  the  Education  and  Labor  Committee,  will  be  seeking  to  reauthorize  the  Cor¬ 
poration  in  the  near  future. 

Are  you  seeking  a  reauthorization  for  fiscal  year  1995? 

Answer.  LSC  is  actively  seeking  reauthorization  during  the  current  session  of  the 
Legal  Services  Corporation  Act. 

Question.  What  is  the  status  of  the  authorization  process? 

Answer.  Reauthorizing  legislation  for  LSC  (H.R.  2644)  was  introduced  last  fall  in 
the  House  Judiciary  Subcommittee  on  Administrative  Law  and  Governmental  Rela¬ 
tions.  Subcommittee  markup  is  expected  to  occur  the  week  of  May  23,  so  that  full 
committee  markup  may  be  scheduled  soon  after  the  Memorial  Day  recess.  We  hope 
that  the  bill  will  be  considered  on  the  House  floor  this  summer.  The  Senate  Labor 
and  Human  Resources  Committee  has  not  yet  taken  up  LSC  reauthorization  but  it 
is  anticipated  that  the  committee  will  do  so  this  summer,  so  that  full  Senate  consid¬ 
eration  of  the  measure  can  occur  before  Congress  adjourns  in  the  fall. 

REORGANIZATION 

Question.  Recently  the  Committee  received  a  notification  that  the  Legal  Services 
Corporation  is  engaged  in  a  reorganization  of  its  operating  divisions.  The  letter  is 
intended  to  serve  as  a  reprogramming  notification. 

However,  we  are  not  told  the  details  of  the  reorganization,  only  that  it  is  ongoing. 

I  understand  that  as  part  of  that  reorjganization,  13  employees  of  the  59  employ¬ 
ees  in  the  monitoring  division  were  terminated. 

How  will  the  structure  of  the  Legal  Services  Corporation  change  as  a  result  of  this 
reorganization?  WUl  you  be  provichng  the  details  of  this  reorganization  to  the  com¬ 
mittee? 

Answer.  The  Legal  Services  Corporation  has  not  yet  formally  decided  how  its 
structure  might  change  to  implement  the  changes  in  monitoring  and  evaluation  pol¬ 
icy  which  are  now  being  considered  by  LSC  management.  Management’s  rec¬ 
ommendations  will  be  presented  to  the  LSC  Board  of  Directors  in  June  for  possible 
adoption  in  July.  The  LSC  will  keep  the  Committee  fully  informed  regarding 
changes  in  monitoring  and  evaluation  policy  and  will  provide  a  detailed  repro¬ 
gramming  notification  if  it  determines  to  make  permanent  changes  in  its  structure. 

T^e  changes  being  considered  in  monitoring  and  evaluation  policies  and  proce¬ 
dures  have  been  described  in  response  to  the  questions  asked  of  the  Legal  Services 
Coloration  by  Senator  Hollings.  Because  they  relate  to  the  ultimate  structure  of 
L%,  that  answer  is  summarize  here. 

F^posed  additions  to  the  monitoring  and  evaluation  process  are  being  formulated 
and  tested  for  review  and  adoption  by  the  LSC  Board  of  Directors.  Two  significant 
areas  of  change  are  contemplated:  (1)  to  increase  the  frequency  and  the  cost-effec¬ 
tiveness  of  monitoring  for  compliance  with  the  requirements  of  the  LSC  Act  and  reg¬ 
ulations;  and  (2)  to  evaluate  programs’  performance  in  order  to  meet  the  Corpora¬ 
tion’s  responsibility  to  assure  that  the  legal  assistance  that  clients  receive  is  of  high 
quality  and  is  delivered  economically  and  effectively. 
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Compliance  Monitoring 

The  changes  under  consideration  with  regard  to  compliance  monitoring  would  in¬ 
crease  the  capacity  of  the  Corporation  for  more  ongoing  oversight  of  programs.  Plans 
are  being  developed  and  tested  that  contemplate  much  more  thorough  and  freouent 
attention  to  compliance  with  the  Act  and  regulations.  Procedures  are  being  devel¬ 
oped  which  will  involve  at  least  three  methods  b^  which  compliance  matters  will 
be  addressed  with  funded  programs:  (1)  on-site  venfication  of  compliance  by  the  pro¬ 
gram’s  ind^ndent  pro^am  auditor;  (2)  an  annual  desk  review  of  documents  avail¬ 
able  to  LSC;  conducted  in-house  by  the  staff  of  the  Corporation;  and  (3)  on-site  tar¬ 
geted  compliance  audits  conducted  by  LSC  staff. 

Performance  Accountability 

Plans  are  bein^  developed  and  tested  for  performance  accountability  of  its  grant¬ 
ees  through  on-site  evaluations  by  persons  with  experience  in  the  practice  of  law 
and  who  understand  the  operation  of  legal  services  pro^ams.  As  currently  envi¬ 
sioned,  performance  reviewers  will  evaluate  programs  against  a  set  of  accepted  per¬ 
formance  measures.  Consistent  with  common  practice  in  the  area  of  performance  ac¬ 
countability,  the  performance  evaluation  will  begin  with  a  thorough  self-assessment 
conducted  using  an  instrument  developed  by  the  Corporation, 

Performance  accountability  is  an  aspect  of  pr^am  oversight  which  has  been  the 
subject  of  increasing  attention  in  the  Federal  Government  and  a  concern  of  Con¬ 
gress  with  regard  to  LSC  for  a  number  of  years.  In  1992,  the  House  Judiciary  Com¬ 
mittee  found  that  because  of  a  failure  to  evaluate  whether  recipients  are  providing 
economical  and  effective  legal  services  of  high  quality,  ‘The  Corporation  is  simply 
not  in  the  position  to  make  an  objective  determination  of  whetner  a  recipient  is 
faithfully  meeting  the  goals  of  the  Act.”  Report  of  the  House  Committee  on  the  Judi¬ 
ciary  to  accompany  H.fc.  2039  (Legal  Services  Corporation  Act  of  1991).  This  concern 
is  also  expressed  m  the  LSC’s  Inspector  General’s  Audit  Report  on  the  Legal  Serv¬ 
ices  Corporation’s  Grantee  Monitoring  Function  (May  5,  1994).  The  Government 
Performance  and  Results  Act  of  1993  (GPRA)  reflects  the  same  approach  to  perform¬ 
ance  accountability  currently  being  considered  at  LSC. 

CLIENT  INVOLVEMENT 

Question.  The  1995  Budget  Request  includes  $1.7  million  in  a  new  program  enti¬ 
tled  “Client  Involvement”.  The  Legal  Services  Act  already  requires  that  one-third  for 
the  Board  members  of  local  legal  services  Organizations  consist  of  eligible  clients. 

How  would  these  funds  be  used? 

Answer.  The  1995  budget  request  of  $1.7  million  for  “client  involvement”  will  be 
used  to  identify  and  fund  innovative  approaches  by  field  programs  and  their  clients 
to  improve  delivery  of  legal  services,  promote  community  legal  education  and  other 
preventive  approaches,  and  improve  the  capacity  of  grantees  to  more  effectively  and 
efficiently  set  priorities  that  address  the  most  pressing  needs  of  the  poor  in  the 
areas  served  by  the  grantee. 

Because  resources  are  inadequate  to  meet  the  demand  for  service,  grantees  are 
required  by  Section  1007(a)(2XC)  of  the  LSC  Act  to  set  priorities  for  the  types  of 
cases  handled  and  services  that  will  be  provided.  Client  involvement  in  setting  pri¬ 
orities  is  essential  so  that  recipient  priorities  reflect  the  most  pressing  needs  of  the 
poor  in  the  service  area.  These  funds  would  be  available  to  examine  how  clients  can 
be  most  effectively  involved  in  setting  priorities  and  promote  those  approaches 
which  are  most  successful. 

In  addition,  these  funds  would  be  available  to  develop,  evaluate  and  promote  self 
help  approaches  to  legal  problems  faced  by  the  poor  so  that  grantees  could  better 
utilize  tne  limited  resources  available  to  meet  the  large  demand.  LSC  will  identify 
effective  projects  and  programs  which  involve  clients  in  trairing,  skills  development, 
and  service  to  their  communities  through  self-help  app’.*oacnes.  Clients  will  be 
trained  to  serve  as  advocates  for  themselves  and  others  m  some  of  their  legal  and 
administrative  disputes  which  are  currently  handled  by  legal  services  lawyers,  like 
consumer,  family,  public  benefits  and  landlord/tenant  matters. 

This  funding  will  stimulate  other  innovative  initiatives  as  well.  An  example  is 
“Project  Dandelion”  which  is  described  in  the  revised  budget  request  for  fiscal  year 
1995.  This  community  legal  education  initiative  is  aimed  at  providing  clients  with 
the  tools  to  get  off  public  assistance  and  find  meaningful  employment  opportunities. 
The  project  focuses  on  peer  counseling,  a  means  through  wnich  clients  are  taught 
w^s  to  help  other  low  income  people  achieve  the  goals  of  the  initiative. 

These  projects  are  examples  of  the  types  of  opportunities  which  allow  clients  to 
participate  in  addressing  their  legal  neeas,  and  also  take  advantage  of  finding  per¬ 
manent  solutions  to  their  problems. 
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Question,  Why  are  these  funds  needed,  if  legal  services  organizations  already  in¬ 
clude  significant  representation  by  eligible  clients? 

Answer.  Client  participation  in  programs  beyond  governing  body  membershii)  is 
n^ssary  in  order  to  ensure  that  recipients  are  accountable  to  clients  and  set  prior¬ 
ities  that  identify  the  most  pressing  needs  in  a  service  area.  Yet,  today,  client  in¬ 
volvement  is  limited  almost  exclusively  to  membership  on  recipient  boards.  These 
earmarked  funds  are  needed  to  enable  clients  to  effectively  participate  in  setting 
priorities  and  to  assist  in  innovative  and  more  cost  effective  approaches  to  deliver¬ 
ing  services.  Such  enhanced  client  involvement  will  not  only  improve  accountability 
to  clients  and  provide  new  ways  of  meeting  client  demand,  but  also  enable  clients 
to  be  more  effective  members  of  their  boards. 

NATIONAL  SUPPORT  CENTERS 

Question.  Aside  from  support  for  local  legal  services  organizations,  the  Corpora¬ 
tion  is  providing  $9,6  million  in  funding  for  16  national  support  centers  in  1994,  and 
$10.6  million  for  state  support  centers.  The  budget  asks  for  a  total  of  $26.2  million 
to  fund  national  and  state  support  centers  in  1^5,  an  increase  of  $6  million  or  al¬ 
most  30  percent. 

VJh&t  are  the  roles  of  the  national  support  centers?  Do  they  provide  direct  legal 
assistance  to  the  poor? 

Answer.  LSC  funds  16  national  support  centers,  which  specialize  in  substantive 
law  ai  eas  of  particular  concern  to  poor  people,  such  as  housing  and  consumer  law, 
or  in  the  problems  of  particular  groups  of  individuals,  such  as  children  or  the  elder¬ 
ly.  National  support  centers  provide  direct  legal  assistance  to  the  poor  when  they 
serve  as  counsel  or  co-counsel  in  litigation,  when  they  appear  before  administrative 
a^ncies  on  behalf  of  clients,  and  when  they  analyze  legislation  and  regulations  that 
atiect  local  programs’  clients.  National  support  centers  also  respond  to  telephone 
and  written  requests  for  specialized  assistance  from  local  legal  services  advocates, 
maintain  brief  banks  and  other  resource  materials,  conduct  stiostantive  training  and 
publish  practice  manuals,  newsletters  and  other  specialized  publications. 

Question.  Do  the  national  support  centers  compete  for  funds,  or  are  they  regularly 
funded  on  an  annual  basis? 

Answer.  The  national  support  centers  receive  annualized  grants  from  LSC  and  do 
not  compete  for  funds.  In  recent  years,  the  existing  16  national  support  centers  have 
received  pro  rata  shares  of  any  increase  in  the  national  support  line  item  of  the  LSC 
appropriations. 

Question.  How  do  the  state  centers  differ  from  the  national  support  centers? 

Answer.  The  national  support  centers  provide  specialized  services  in  either  a  sub¬ 
stantive  law  area,  like  housing  or  consumer  law,  or  for  a  particular  population,  like 
Native  Americans  or  the  elderly,  to  clients  and  advocates  throughout  the  country. 
In  contrast,  state  support  centers  provide  assistance  to  clients  ana  local  program  ad¬ 
vocates  on  issues  of  statewide  significance  and  in  matters  of  practice  and  procedure 
specific  to  their  states. 
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INTRODUCTION  OP  CHAIRMAN  LEVITT 

Senator  Rollings.  We  will  now  hear  from  the  Chairman  of  the 
Securities  and  Exchange  Commission,  Mr.  Arthur  Levitt. 

For  fiscal  year  1995,  the  Securities  and  Exchange  Commission  is 
requesting  an  appropriation  of  $306  million.  The  budget  proposes 
to  raise  various  section  6(b)  stock  registration  fees,  but  to  deposit 
these  fees  in  the  general  fund  of  the  Treasury  rather  than  allowing 
the  Commission  to  retain  them  for  operations. 

Chairman  Levitt,  we  welcome  you  to  the  committee  and  we  have 
your  statement  included  in  the  record  in  its  entirety  and  you  can 
deliver  it  or  highlight  it  as  you  wish. 

OPENING  STATEMENT 

Mr.  Levitt.  I  am  delighted  to  be  here  today  on  behalf  of  the  SEC 
to  testify  on  our  1995  budget  request  of  $309.6  million.  This  is  my 
first  opportunity  to  appear  before  this  subcommittee  and  during 
the  course  of  the  hearing  I  hope  to  explain  why  the  Commission 
needs  increased  funding  and  staffing  levels  to  keep  pace  with  the 
explosive  growth  in  the  industry  that  we  regulate. 

Most  importantlv,  I  am  here  to  request  your  continued  assistance 
in  obtaining  the  mnding  that  the  Commission  critically  needs  to 
protect  investors  in  our  rapidly  growing  securities  markets. 

Since  I  became  Chairman  9  months  ago,  my  fellow  (Commis¬ 
sioners  and  I,  working  with  the  SEC’s  exceptional  staff,  have  ac¬ 
complished  a  great  deal.  Before  I  address  our  proposed  funding  and 
staffing  levels,  I  would  like  to  take  just  a  moment  to  highlight  a 
few  of  the  things  that  the  staff  has  focused  on. 

FOREIGN  ISSUERS 

!  returned  just  2  days  aeo — so  I  may  seem  a  little  bit  foggy — 
from  Beying,  China,  where  I  joined  my  Chinese  counterparts  in  the 
Great  Hall  of  the  People  to  sign  a  memorandum  of  understanding 
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that  will  make  it  possible  for  Chinese  companies  to  list  their  shares 
in  the  United  States  and  help  assure  the  preeminence  of  our  cap¬ 
ital  markets.  I  could  not  help  but  wonder,  when  I  saw  sitting 
across  the  table  from  my  counterpart,  who  was  a  member  of  the 
Red  Guard  for  12  years  and  a  student  at  the  University  of  Moscow 
for  6  years,  at  his  calling  upon  a  capitalistic  mechanism  to  help  sal¬ 
vage  the  Chinese  economy.  Truly  extraordinary. 

We  have  taken  other  important  steps  to  encourage  foreign  issu¬ 
ers  to  list  their  shares  in  the  United  States.  It  is  a  major  initiative 
of  the  Commission  this  year.  As  of  a  couple  of  days  ago,  we  had 
607  companies  listed  in  the  United  States,  which  is  more  than  the 
London  Stock  Exchange,  Frankfurt  Stock  Exchange,  Paris  Bourse, 
or  Tokyo  Stock  Exchange.  We  have  really  made  great,  great  strides 
by  going  out  and  getting  these  companies  to  access  our  capital  mar¬ 
kets. 


INDIVIDUAL  INVESTORS  PROTECTION 

Given  that  the  Commission  was  established  to  protect  the  indi¬ 
vidual  investor,  that  is  the  msgor  emphasis,  the  msgor  focus  of  this 
Commission,  we  have  undertaken  a  number  of  initiatives  to  refocus 
attention  on  the  special  needs  of  individual  investors. 

First,  I  have  asked  19  prominent  citizens,  including  the  Securi¬ 
ties  Commissioner  from  the  good  State  of  New  Mexico,  to  serve  on 
a  consumer  advisory  committee  that  will  include  representatives 
from  investor  organizations,  national  consumer  advocacy  groups, 
corporations,  and  other  industry  specialists.  This  committee’s  mis¬ 
sion  will  be  to  provide  the  Commission  with  advice  and  rec¬ 
ommendations  regarding  a  variety  of  important  policy  matters  from 
the  perspective  of  the  individual  investor. 

Almost  ever3rthing  that  the  Commission  does  relates  to  individ¬ 
ual  investors.  It  seems  to  me  that  we  can  create  the  best  kind  of 
environment  by  working  with  individual  investors  on  some  of  the 
great  issues  that  concern  the  Commission. 

MUNICIPAL  SECURITIES  MARKETS 

Second,  we  propose  to  fundamentally  improve  the  intemty  of  the 
municipal  securities  markets  through  the  expansion  and  enhance¬ 
ment  of  information  that  individuals  can  obtain  about  this  impor¬ 
tant  market.  Our  goal  is  to  ensure  that  individuals  will  know  pre¬ 
cisely  what  they  are  buying  and  what  they  are  paying,  and  wheth¬ 
er  the  bond  is  rated  or  not  rated. 

ABUSIVE  SALES  PRACTICES 

Third,  we  have  focused  a  great  deal  of  attention  on  combating 
abusive  sales  practices  by  rogue  brokers,  who  seem  to  come  back 
to  the  industry.  The  industry  pays  premiums  for  these  people  who 
prey  on  the  public  and  we  are  in  the  process  of  doing  something 
about  that. 


MUTUAL  FUND  PURCHASES 

Finally,  we  have  taken  the  lead  in  identifying  the  extent  to 
which  individual  investors  who  purchase  mutual  funds  through 
banks  may  be  confused  about  the  nature  of  their  investment.  As 
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more  and  more  individuals  participate  in  the  securities  market 
through  mutual  funds,  I  think  it  is  critical  that  we  do  all  we  can 
to  eliminate  the  kind  of  confusion  that  is  suggested  by  a  survey 
that  the  SEC  conducted.  Our  survey  showed  that  66  percent  of  the 
people  who  bought  money  market  mutual  funds  through  banks  be¬ 
lieved  that  those  funds  were  insured  by  the  banks. 

LAW  ENFORCEMENT  ACTIONS 

These  issues  and  other  law  enforcement  actions  constitute  an 
ambitious  agenda.  The  Commission  recently  instituted  proceedings 
against  Prudential  Securities  for  allegedly  defrauding  investors 
who  purchased  limited  partnership  interests  during  the  eighties. 
As  a  result  of  the  agencjrs  action,  Prudential  consented  to  establish 
a  fund  with  an  initial  deposit  of  $330  million  for  the  benefit  of 
these  investors.  If  we  are  going  to  continue  our  tradition  of  excel¬ 
lence  in  the  protection  of  investors,  we  need  additional  resources. 

RESOURCE  NEEDS 

The  most  important  feature  of  the  President's  1995  budget  re¬ 
quest  is  its  reliance  on  a  new  fee  system  for  the  SEC.  As  you  know, 
the  SEC  is  a  significant  profit  center  for  the  Federal  Government. 
We  generate  far  more  revenue  for  the  U.S.  Treasury  than  we  re¬ 
ceive  in  funding. 

Under  this  budget  proposal,  the  Commission  would  be  self-fund¬ 
ed  since  fee  increases  would  offset  the  agency's  appropriation,  to  a 
net  funding  level  of  zero.  The  Commission  strongly  supports  the 
creation  of  a  self-funding  mechanism. 

However,  for  this  proposal  to  take  effect,  Congress  must  imple¬ 
ment  a  new  fee  system,  either  in  the  appropriations  bill  or  through 
authorizing  legislation.  Absent  a  new  fee  system,  the  Commission 
will  need  to  be  funded  from  general  appropriations.  The  likelihood 
of  the  Commission  receiving  100  percent  of  its  funding  from  appro¬ 
priations  is  remote,  given  the  limitations  on  spending  and  the  ef¬ 
forts  to  reduce  the  budget  deficit.  It  is  critical,  therefore,  that  ei¬ 
ther  the  funding  method  contained  in  the  President’s  budget,  or 
some  other  arrangement  of  offsetting  fee  collections,  be  approved 
during  this  budget  process. 

I  wish  to  stress  that  the  Commission  will  remain  subject  to  full 
congressional  oversight  and  budgetary  controls  under  any  new  fee 
system. 


FISCAL  YEAR  1995  REQUEST 

Our  1995  budget  request  of  $309.6  million  consists  of  an  appro¬ 
priation  of  $306  million  and  $3.6  million  in  prior-year  unobligated 
funds,  and  includes  a  staff*  increase  of  271  full-time  equivalents.  I 
believe  strongly  that  the  resources  requested  are  critical  to  the 
agency.  Without  these  increases,  the  agency  cannot  meet  its  man¬ 
date  of  protecting  investors  and  enforcing  the  Nation’s  securities 
laws. 

I  know  that  you  gentlemen  hear  these  arguments  day  in  and  day 
out.  I  feel  a  little  bit  awkward  about  coming  before  you  and  saying, 
in  the  face  of  limited  resources,  we  need  more.  I  have  thought  long 
and  hard  about  this  and  have  gone  over  this  over  and  over  again. 
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I  really  believed,  having  spent  16  years  in  the  securities  busi¬ 
ness,  that  I  had  seen  ever^hing,  every  kind  of  malfeasance  known. 
Since  I  came  to  the  Commission  9  months  ago,  a  day  does  not  pass 
when  I  do  not  see  some  new  kind  of  scam,  some  new  opportunity 
where  investors  are  being  cheated.  I  believe  that  this  kina  of  budg¬ 
et  is  essential  to  our  just  being  able  to  tread  water  and  to  stay  on 
top  of  the  situation. 

So  it  is  in  that  spirit  that  I  have  come  before  you.  I  hope  that 
I  can  answer  some  of  your  questions.  I  ceitainly  appreciate  the  ef¬ 
forts  of  this  subcommittee  in  the  past,  and  I  know  tnat  we  all  share 
a  common  goal. 


PREPARED  STATEMENT 

I  want  to  work  with  you  on  the  budget.  I  believe  the  Commission 
has  used  its  resources  effectively,  trying  to  run  the  Commission  as 
someone  would  run  a  business — thinking  about  the  bottom  line. 
Obviously  there  are  problems  involved  and  I  would  like  to  discuss 
them  with  you. 

[The  statement  follows:] 

Statement  of  Arthur  Levitt 

Chairman  HoIlinM  and  Members  of  the  Subcommittee:  I  am  very  pleased  to  be 
here  today  on  behalf  of  the  Securities  and  Exchange  Commission  (SEC  or  (DommiS' 
sion)  to  testify  on  the  agency’s  fiscal  1995  budget  rec^uest  of  $309.6  million.  This  is 
my  first  opportunity  to  appear  before  this  SuScomnuttee.  In  my  testimony  I  hope 
to  explain  why  we  need  increased  fiuiding  and  staffing  levels  to  Keep  pace  with  the 
explosive  grov^  in  the  industries  we  rebate.  But  most  importantly,  I  am  here  to 
request  your  continued  help  in  obtaining  the  funding  that  the  Commission  critically 
needs  to  protect  investors  in  the  nation’s  ever-changing  securities  markets. 

As  a  former  businessman,  I  know  that  adequate  funding  is  essential  to  nourish 
an  organization’s  initiative  and  creativity.  I  am  proud  to  say  that  the  agency  I  head 
has  recently  shown  plenty  of  both.  So,  before  I  address  our  proposed  Tunoing  and 
staffing  levels,  1  would  like  to  take  a  few  moments  to  highlight  some  of  our  recent 
initiatives.  For  example:  the  Commission  has  recently  focused  attention  on  the  dan¬ 
gers  that  investors  in  mutual  funds  are  facing  because  of  their  confusion  about  the 
nature  of  their  investments;  the  Commission  has  taken  the  lead  in  improving  the 
quality  of  behavior  and  disclosure  in  our  municipal  securities  markets,  both  through 
sponsoring  industry  efforts,  and  through  proposed  regulatory  acUon;  the  Commis¬ 
sion  has  adopted  and  proposed  several  new  s^ndards  for  accounting  and  disclosure 
by  international  issuers  that  will  make  our  markets  attractive  and  conmetitive, 
while  not  sacrificing  their  transparency,  fairness  and  high  quality;  and  the  Commis¬ 
sion  has  focused  a  great  deal  or  attention  on  combatting  abusive  sales  practices  by 
rogue  brokers,  through  increased  examination  efforts,  approval  of  better  disclosure 
of  disciplinary  problems  by  the  self-regulatory  agencies,  and,  most  recent^,  the  cre¬ 
ation  or  a  consumer  affairs  advisory  committee  to  make  sure  the  voice  of  the  retail 
investor  is  clearly  heard. 

These  issues,  and  many  other  law  enforcement  actions,  constitute  a  very  ambi¬ 
tious  agenda.  For  example,  the  Commission  recently  instituted  proceedings  against 
Prudential  Securities  Inc.  for  allegedly  defrauding  investors  who  purchased  limited 
partnership  interests  during  the  1980's.  As  a  result  of  the  agenc3rs  action,  Pruden- 
tied  consented  to  establish  a  fund  with  an  initial  deposit  of  $330  million  for  the  ben¬ 
efit  of  def^rauded  investors.  If  we  are  to  continue  our  tradition  of  excellence  in  the 
protection  of  investors  and  enforcement  of  the  securities  laws,  we  need  additional 
resources.  These  resource  needs  are  addressed  fully  in  the  President’s  1996  budget 
request  for  the  Commission. 

The  most  important  feature  of  the  President’s  1995  budget  request  is  its  reliance 
on  a  new  fee  system  for  the  SEC.  As  you  know,  the  SEC  is  a  profit-center  for  the 
Federal  Government.  We  generate  far  more  revenue  for  the  U.S,  Treasury  than  we 
receive  in  funding.  Under  the  budget  proposal,  the  Commission  would  be  self-fund¬ 
ed,  since  fee  Increases  would  offset  the  agency’s  appropriation  for  a  net  funding  level 
of  zero.  The  Commission  strongly  supports  the  creation  of  a  self-funding  mechanism. 
However,  ibr  this  proposal  to  take  effect,  Congress  must  implement  a  new  fee  sys- 
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t^zn,  either  in  the  appropriations  bill  or  through  authorizing  legislation.  Absent  a 
new  fee  system,  the  SEC  will  need  to  be  fundea  from  appropriations.  The  likelihood 
of  the  Commission  receiving  100  percent  of  its  funding  from  appropriations  is  re¬ 
mote,  mven  the  limitations  on  spending  and  the  efforts  to  reduce  the  budget  deficit. 
It  is,  merefore,  critical  that  either  the  funding  method  contained  in  the  President’s 
budget  or  some  other  arrangement  of  offsetting  fee  collections  be  approved  during 
this  budget  process.  Congressional  oversight  of  the  agency’s  budget  is  an  essential 
element  of  tiie  self-funding  mechanism  in  both  the  President’s  budget  and  in  the 
pending  authorization.  The  Commission  will  continue  to  be  subject  to  existing  au¬ 
thorization  and  appropriation  controls  ranging  from  inclusion  in  the  President’s 
budget  to  reprogramming  requirements. 

NEED  FOR  ADDITIONAL  RESOURCES 

The  1995  budget  request  of  $309.6  million  consists  of  an  appropriation  of  $306 
million  and  $3.6  million  in  prior  year  unobligated  funds.  The  $306  million  appro¬ 
priation  request  is  an  increase  of  nearly  $37  million  over  the  current  funding  level, 
and  the  staffing  level  is  an  increase  of  271  full-time  equivalents  (FTE)  over  the 
SEC’s  current  level.  ‘  I  believe  strongly  that  the  resources  requested  in  the  budget 
are  absolutely  critical  for  the  agency.  Without  the  increases,  the  agency  cannot  meet 
its  mandate  of  protecting  investors  and  enforcing  the  nation’s  securities  laws. 

1  would  like  to  highli^t  some  of  the  phenomenal  growth  in  the  securities  industry 
since  the  early  1980’s.  For  example,  between  1981  and  1993:  the  value  of  public  of¬ 
ferings,  excluding  private  placements,  has  increased  1,780  percent  from  $56  billion 
to  $1,053  trillion;  the  number  of  investment  advisers  has  grown  292  percent  from 
6,100  to  20,000  and  assets  under  management  have  grown  2,033  percent  from  $450 
billion  to  $9.6  trillion;  and  the  number  of  investment  company  portfolios  has  grown 
393  percent  from  4,300  to  21,200  and  investment  company  assets  have  increased 
662  percent  from  $315  billion  to  $2.4  trillion,  while  the  value  of  savings  and  loan 
deposits  has  decreased  28  percent  from  $1.14  trillion  to  $822  billion.  These  are  just 
a  tew  examples  of  the  tremendous  growth  that  has  occurred  in  the  marketplace.  In 
coi^arison,  since  1980  the  SEC’s  staffing  has  increased  only  31  percent  from  2,041 
FTe  to  2,673  FTE.  While  the  increase  has  been  very  helpful,  when  viewed  from  the 
perspective  of  overall  market  growth  and  the  need  for  greater  investor  protection, 
it  is  modest. 

The  President's  1995  budget  request  increases  the  SEC’s  staffing  by  271  FTE  to 
a  total  of  2,944  FTE,  of  which  180  FTE  are  targeted  for  the  inspection  and  regula¬ 
tion  of  investment  companies  and  investment  aofvisers.^  No  oth3r  single  program  at 
the  SEC  is  in  as  dire  need  of  resources  as  is  the  investment  inenagement  regulation 
program.  On  average,  since  January  1993,  roughly  $23  billion  of  new  money  has 
flowed  into  mutual  funds  each  month.  Unfortunately,  as  investors  are  entrusting 
more  and  more  of  their  savings — often  earmarked  for  their  retirement  or  their  chil¬ 
dren’s  education — to  mutual  funds,  the  SEC’s  resources  to  regulate  and  inspect 
those  funds  have  lagged  far  behind. 

It  is  particularly  urgent  that  the  SEC  maintain  an  adequate  inspection  capability 
in  the  face  of  the  enormous  growth  in  the  size  and  complexity  of  the  investment 
management  industry.  The  strain  on  our  inspection  staff  has  not  come  about  simply 
because  of  the  increase  in  the  number  of  investment  company  portfolios  and  invest¬ 
ment  advisers;  it  is  also  the  result  of  the  many  new  types  of  funds,  the  complex  fi¬ 
nancial  instruments  in  which  they  now  invest,  the  changing  organizational  and  dis¬ 
tribution  structures  of  funds  and  the  geographical  dispersion  of  fund  service  provid¬ 
ers,  including  the  entry  of  foreign  investment  managers. 

Comprehensive  inspections  are  resource  int3nsive  and  require  more  time  to  com¬ 
plete.  Yet,  because  or  ^e  shortfall  in  staffing,  our  inspections  of  investment  compa¬ 
nies  and  investment  advisers  have  become  by  necessity  more  limited  in  scope  rather 
than  more  comprehensive.  The  SEC  cannot  continue  to  inspect  investment  advisers 
only  once  every  27  years,  as  is  the  case  at  present.  Nor  should  we  limit  inspections 
of  medium  and  small  mutual  funds  and  other  investment  companies  to  once  every 
six  years,  as  is  now  the  case.  We  must  have  suflicient  resources  to  do  the  job.  In 


^The  SEC  was  appropriated  $260,317,000  and  2,635  full-time  equivalents  for  fiscal  1994.  In 
December  1993,  a  reprogramming  of  $8,833,000  from  prior  year  unobligated  balances  and  38 
investment  company  examiners  was  approved.  Therefore,  the  current  funding  level  for  1994  is 
$269,150,000,  and  tne  staffing  level  is  2,673  full-time  ^uivalents. 

A  portion  of  the  1995  ftindjng  and  staffing  is  contingent  upon  the  enactment  of  pending  in¬ 
vestment  adviser  legislation.  If  this  legislation  is  not  enacted,  the  SEC’s  actual  1^5  funding 
level  will  be  reduced  by  $8.6  million  ana  100  FTE. 

®As  mentioned  previously,  100  of  the  180  FTE  increase  is  contingent  on  the  enactment  of 
pending  investment  adviser  legislation. 
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large  measure,  the  protection  of  investors  depends  on  the  SEC's  ability  to  monitor 
fund  activities  and  to  respond  to  developments  in  the  investment  company  and  ad- 
viser  industries. 

The  remainder  of  tlie  staffing  increases  proposed  for  1995  include:  30  PTE  for  law 
enforcement;  25  FTE  for  secunties  markets  oversight;  18  FTE  for  corporate  disclo¬ 
sure;  and  18  FTE  for  the  public  utility  activity,  legal  services,  economic  analysis, 
and  program  direction.  These  increases  are  important  to  the  agency  so  that  it  can 
maintain  its  active  presence  in  enforcing  the  federal  securities  laws,  overseeing  the 
marketplace,  and  providing  adequate  disclosure  to  the  investing  public. 

In  the  enforcement  pro^am,  the  Commission  must  remain  vigilant  in  its  pursuit 
and  prosecution  of  securities  law  violations.  For  example,  the  recent  upsurge  in 
merger  and  acquisition  activity  presents  greater  temptations  and  opportunities  for 
fraud  through  insider  trading.  We  also  anticipate  focusing  increased  investigative 
resources  on  the  municipal  securities  markets,  as  well  as  on  the  rapidly  growing  in¬ 
vestment  adviser  and  investment  company  industries.  Enforcement  investigations 
are  extremely  complex  and  frequently  involve  an  international  component.  In  addi¬ 
tion,  as  the  agency  continues  to  insist  on  strong  sanctions,  the  litigation  resulting 
from  the  agency's  enforcement  cases  has  become  more  time-consuming.  Therefore, 
the  agency  needs  more  resources  to  maintain  its  outstanding  record  of  effective  law 
enforcement. 

In  the  market  regulation  pro^am,  the  Commission  is  enhancing  its  market  over¬ 
sight  by  conducting  more  examinations  of  broker-dealers,  transfer  agents,  and  self- 
regulatory  organizations,  and  will  focus  on  the  increasing  regulator  problems  of  the 
markets  for  government,  municipal,  and  other  debt  securities.  Also,  broker-dealer 
sales  practices  and  possible  re^atory  responses,  and  the  training  and  qualifica¬ 
tions  of  broker-dealers,  will  receive  ^eater  attention  from  the  agency.  The  resources 
requested  will  permit  the  Commission  to  respond  more  quickly  to  market  innova¬ 
tions  and  target  areas  for  increased  oversight. 

In  the  corporate  disclosure  program,  the  Commission  anticipates  reviewing  one- 
third  of  the  reporting  issuers  required  to  submit  filings  to  the  agency,  and  eniianc- 
ing  its  review  of  small  business  filings  in  order  to  facilitate  capital  formation.  In  ad¬ 
dition,  the  Commission  will  consider  important  rulemaking  imtiatives  such  as  cross- 
border  trading  activities,  multinational  offerings,  and  international  disclosure  and 
accounting  standards.  The  ability  to  keep  pace  with  the  volume  of  filings  and  to  de¬ 
velop  comprehensive  rule  proposals  requires  additional  resources. 

The  remaining  activities  and  programs — public  utility  activity,  legal  service*-,  eco¬ 
nomic  analysis,  and  program  direction — require  modest,  but  important,  staffing  in¬ 
creases.  In  the  public  utility  activity  of  the  investment  management  regulation  pro¬ 
gram,  the  Commission  will  continue  to  oversee  the  activities  of  public  utility  holoing 
companies  and  will  focus  on  the  implementation  of  the  Energy  Policy  Act  of  1992. 
In  tne  legal  services  program,  the  Commission  is  struggling  to  keep  up  with  the 
number  of  pending  appellate  matters,  which  increased  oy  43  percent  during  1993 
alone.  In  the  economic  analysis  program,  the  staff  will  focus  on  several  new  projects 
dealing  with  the  adequacy  of  investor  information  and  will  continue  to  provide  es¬ 
sential  advice  to  the  Commission  on  the  impact  of  its  policy  and  regulatory  actions 
on  the  nation's  financial  markets.  In  program  direction,  the  staffing  increases  are 
necessary  to  handle  the  administrative  support  associated  with  the  overall  growth 
in  staffing  and  to  continue  the  essential  work  on  modernizing  the  agency's  automa¬ 
tion  systems. 

During  my  nearly  ten-month  tenure  at  the  Commission,  I  have  been  impressed 
by  the  dedication  and  commitment  of  the  staff.  They  work  long  hours  on  demanding 
and  complex  issues  with  the  goal  of  serving  the  public  to  the  best  of  their  ability. 
However,  I  believe  that  the  agency  can  benefit  from  an  internal  assessment  of  its 
operations.  Toward  that  end,  I  oegan  an  operational  efficiency  review  of  the  agency’s 
operations.  Many  significant  events  have  occurred  from  this  review,  which  is  ongo¬ 
ing.  One  of  my  first  actions  was  to  realign  the  regional  office  reporting  structure 
and  to  reduce  the  number  of  regional  offices  from  nine  to  five  ana  to  close  the  Se¬ 
attle  District  Office  as  of  July  1^4.  Other  actions  that  I  have  taken  include:  initiat¬ 
ing  a  public  awareness  campaign  v/ith  11  securities  regulators  to  better  educate  the 
public  on  investing  in  the  marketplace;  establishing  a  Consumer  Affairs  Advisory 
Committee  to  provide  advice  on  how  to  enhance  the  agency’s  responsiveness  to  in¬ 
vestors;  and  realiniing  and  reallocating  resources  within  the  agency  to  utilize  them 
more  effectively.  1  believe  that  these  actions  will  strengthen  the  SEC,  and  I  antici¬ 
pate  more  changes  and  improvements  will  -jccur  over  the  next  several  months. 

I  can  assure  you  that  the  resources  of  the  Commission  are  being  used  wisely  and 
prudently.  The  budget  request  for  additional  resources  is  fully  supportable.  These 
resources  are  sorely  need^  by  the  agency,  and  without  them  our  ability  to  accom¬ 
plish  our  mission  is  in  doubt. 
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FUNDING  STRUCTURE 

I  would  like  to  conclude  my  statement  by  asking  for  your  help  and  support  on 
funding  the  Commission  at  its  requested  level.  As  I  mentioned  previously,  the  Presi¬ 
dent’s  proposed  appropriations  language  relies  on  rate  increases  and  new  fees. 
Under  this  proposal,  the  SEC  is  estimated  to  collect  $dl3.5  million  during  fiscal 
1995.  Of  this  amount,  $306  million  (38  percent)  will  be  used  to  fund  agencv  oper¬ 
ations  and  the  balance— $507.5  million  (o2  percent) — will  be  deposited  into  the  U.S. 
Treasury  as  general  rec^ts  for  funding  other  government  programs.  I  am  aware 
that  several  Members  of  (Jongress  have  raised  questions  or  identifiedjrotential  prob¬ 
lems  with  these  fee  collections  and  the  funding  arrangement  for  the  ^C.  Moreover, 
I  have  been  advised  that  the  “scoring”  of  the  appropriations  bill  by  the  Congres¬ 
sional  Budget  Office  is  different  than  anticipated  oy  the  Office  of  Management  and 
Budget,  and  that  this  scoring  difference  may  not  be  favorable  to  the  Appropriations 
Committee.  Another  problematic  feature  of  the  President’s  budget  request  is  the 
nexus  between  enacting  authorizing  and  appropriations  legislation  in  order  for  the 
proposed  funding  mechanism  to  wo^. 

I  appreciate  afl  the  past  and  current  efforts  of  this  Subcommittee  to  provide  suffi¬ 
cient  mnding  for  the  agency.  However,  in  order  for  this  funding  to  continue,  the 
SEC  must  obtain  some  form  of  funding  based  on  its  annual  fee  collections.  As  you 
know,  there  have  been  attempts  made  m  the  House  to  provide  the  SEC  with  a  per¬ 
manent  self-funding  mechanism  through  its  currently  pending  authorization  legisla¬ 
tion.  However,  the  Senate  has  not  yet  acted  on  the  SEC’s  authorization  bill,  and  I 
fear  that  passing  an  authorization  bill  before  fiscal  1995  will  be  very  difficult,  par¬ 
ticularly  in  a  short  session  of  Congress.  Without  the  necessary  authorizing  legisla¬ 
tion,  it  will  once  again  be  up  to  the  appropriations  committees  to  devel(m  a  funding 
solution  for  the  SEC  that  will  avoid  major  cuts  in  agency  resources,  I  know  that 
we  share  a  common  goal  in  ensuring  the  future  of  the  SEC  and  continuing  its  stead¬ 
fast  commitment  to  protecting  investors  and  enforcing  the  nation’s  securities  laws, 
and  I  ask  all  of  us  to  work  together  to  overcome  the  obstacles  ahead  of  us.  In  short, 
cooperation,  common  sense,  and  flexibility  must  continue  to  prev  ’1. 

I  look  forward  to  working  with  you  on  the  agency’s  1996  budget.  I  believe  that 
the  SEC  has  used  its  resources  effectively  and  prudently  on  behalf  of  the  nation’s 
investing  public.  I  am  pleased  to  answer  any  questions  that  you  may  have. 

SEC  FEES 

Senator  Hollings.  That  is  what  impresses  me,  that  we  force  the 
SEC  to  operate  rather  as  a  welfare  agen^  rather  than  a  business. 
But  the  fact  is,  if  I  am  correct,  that  the  SEC  receives  this  year  from 
fees  $631.6  million,  but  they  cost — the  budget  of  the  SEC  is  $260 
million.  So  you  are  generating  $371  million  more  than  the  cost  of 
operation  right  this  minute,  and  the  request  being  made  of  $306 
million  could  be  covered  under  the  present  fee  system. 

Rather,  you  ask  for  an  increase  in  fees  that  goes  up  to  $813  mil¬ 
lion,  and  that  disturbs  me  from  a  matter  of  fairness.  But  as  I  un¬ 
derstand,  you  are  the  loyal  soldier  in  the  ranks  of  the  administra¬ 
tion  supporting  their  request.  Do  all  these  fees  hurt  the  SEC?  That 
is  what  bothers  me.  The  crowd  that  is  paying  its  way  and  more 
than  paying  its  way  is  being  increased  with  burdens  while  the  SEC 
can  only  review  investment  advisors  once  every  27  years  because 
you  do  not  have  enough  examiners.  Is  that  not  correct? 

Mr.  Levitt.  That  is  virtually  not  reviewing  them  at  all  if  you 
have  to  do  it  at  that  level. 

Senator  Rollings.  So  we  are  not  allowing  you  to  get  the  examin¬ 
ers,  yet  you  are  getting  the  money  to  do  it  and  everything  else.  So 
you  must  be  indirectly  running  the  drug  program  or  the  FBI  or 
somebody  else’s  program. 

Mr.  Levitt.  It  is  true. 

Senator  Rollings.  That  is  wrong  and  we  have  got  to  do  some¬ 
thing  about  it.  Do  you  favor  these  fees  here,  the  increase  from  one- 
fiftieth  to  one-twenty  ninth?  You  see  them  all  listed  here  in  the 
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President’s  budget  under  the  SEC.  They  have  got  all  these  funny 
little  fees:  fee  applicants  for  filing  securities  registration,  from  one- 
fiftieth  to  one-twenty  ninth  of  1  percent;  the  existing  one-time  $160 
fee  to  become  a  registered  SEC  investment  advisor  to  an  annual  fee 
based  on  volume,  volume  of  assets  under  management,  transaction 
fees,  and  on  and  on. 

Tell  me  about  that? 

Mr.  Levitt.  Senator,  in  general  I  have  not  shed  all  my  private 
sector  proclivities.  I  have  always  found  fees  to  be  onerous  but  nec¬ 
essary.  As  far  as  the  investment  adviser  fees  are  concerned,  I  think 
probably  that  is  the  most  reasonable  of  the  fee  increases.  If  the  rest 
of  these  fee  increases  gets  us  to  self-funding,  if  this  is  part  of  the 
process  of  getting  there,  I  would  walk  on  hot  coals  to  get  there. 

Senator  ROLLINGS.  Well,  you  are  already  self-funding  right  now. 

Mr.  LEVir/  Yes. 

Senator  KultLINGS.  Not  to  get  there;  you  are  there. 

Mr.  Levitt.  But  I  do  not  know  what  we  are  going  to  get  this 
year.  I  have  to  come  to  you  with  hat  in  hand. 

Senator  Rollings.  I  thought  you  meant  to  sustain  your  own 
costs.  Your  costs  are  only  $260  million  this  year  and  you  generate 
$631.6  million. 

Mr.  Levitt.  Part  of  this  intricate  process  is  that  the  administra¬ 
tion  makes  a  recommendation  and  this  committee  has  to  agree 
upon  it.  Well,  if  1  can  get  everybody  to  the  table  to  agree,  I  will 
support  almost  anything  they  want  to  get  us  there. 

senator  Rollings.  Well,  you  have  got  a  broad,  profound  knowl¬ 
edge  of  Government  and  of  industry.  In  that  light  it  should  be 
noted  that  this  overall  Federal  budget  has  got  33  aifferent  shenani¬ 
gan  or  new  user  fee  proposals.  And  then  when  the  Government  was 
sued  by  California  and  Florida  over  immigration  refugee  problems 
and  the  costs;  the  administration  comes  up  here  proposing  to  dou¬ 
ble  the  licensing  fees  over  in  the  Federal  Communications  Commis¬ 
sion,  as  has  been  said,  trying  to  make  the  information  super¬ 
highway  an  information  toll  road  rather  than  a  freeway. 

Now,  we  just  increased,  over  our  objections  last  year,  licensing 
fees.  It  will  be  $95  million  more  again  this  next  year,  and  we  had 
to  do  that  with  a  tortuous  conferring  between  the  Rouse  and  the 
Senate,  and  we  finally  did  it  as  part  of  the  budget  reconciliation 
bill. 

Raving  done  that,  now  they  come  up  here  and  just  spuriously  out 
of  the  clear  say:  Well,  we  have  got  an  immigration  lawsuit  and  we 
want  to  fund  some  of  this.  It  is  a  wonder  they  did  not  come  to  you. 
They  just  pick  out  anybody  over  there  at  0MB.  They  do  not  have 
any  real  comprehensive  approach  to  the  problem  of  Government 
pa^ng  its  way. 

Kight  now  this  year  the  Federal  Government  is  spending  $338 
billion  more  than  we  are  taking  in.  These  funny  figures  about  defi¬ 
cits.  When  I  measure  the  deficit,  I  look  at  how  much  we  are  spend¬ 
ing  more  than  we  are  taking  in.  The  reason  we  can  lower  our  defi¬ 
cit  numbers,  we  borrow  from  Social  Security  $70  billion  and  every¬ 
thing  else  down  the  list. 

Next  year  we  are  $311  billion.  That  is  if  we  just  hold  the  line 
and  not  bring  about  all  of  these  reforms.  And  then  a  couple  of  years 
out  we  are  back  up  to  $350  billion,  and  obviously  some  of  these  re- 
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forms  are  going  to  come  into  place.  We  have  got  health  reform  in 
billions^  welfare  reform  in  billions,  crime  reform  in  billions.  Trade 
reform  is  $43  billion  in  lost  receipts  for  GATT. 

Go  right  on  down  the  list  of  all  the  different  reforms  we  have  got 
in  place.  Foreign  policy  reform,  we  iust  talked  about  trying  to  give 
some  more  money  now  to  South  Africa;  Vm  for  that,  but  I  believe 
in  paying  for  it.  IVe  proposed  a  value  added  tax.  1  said  let  us  pay 
for  these  things. 

Mr.  Ljjvitt.  The  irony  is  that  these  fees  do  not  come  to  the  Com¬ 
mission.  They  go  directly  to  the  Treasury. 

Senator  Rollings.  That  is  what  I  mean. 

Mr.  Levitt.  They  do  not  even  stop  at  the  Commission. 

Senator  Rollings.  That  is  right;  you  do  not  even  get  to  look  at 
it. 

Senator  Domenici.  Well,  they  see  it  as  it  flies  through. 

Senat;r  Rollings.  Well,  I  am  going  to  do,  and  under  the  leader¬ 
ship  of  Senator  Domenici,  we  are  going  to  do  our  best,  with  the  full 
realization  that  you  are  doing  more  than  your  fair  share.  We  have 
all  headed  up  United  Fund  drives  and  we  all  talk  about  fair  share 
and,  egads,  this  is  wrong  and  somehow  we  have  got  to  come  to 
grips  with  it. 


FOREIGN  issuers 

Insider  trading  is  legal  in  several  countries  and  yet  the  New 
York  Stock  Exchange  is  suggesting  that  foreim  issuers  be  per¬ 
mitted  to  list  on  U.S.  exchanges  on  the  basis  of  home  country  dis¬ 
closures.  What  about  that? 

Mr.  Levitt.  Well,  that  was  a  major  issue  with  the  New  York 
Stock  Exchange  over  the  past  several  years.  I  have  examined  that 
issue  and  looked  at  it.  1  will  give  you  an  example. 

In  Germany,  where  they  use  hidden  reserves  in  their  accounting 
statements,  which  is  what  they  would  expect  us  to  do,  German 
companies  can  manage  their  earnings  and  balance  them.  Daimler- 
Benz  the  first  CJerman  company  ever  to  list  on  the  New  York  Stock 
Exchange,  used  German  accounting  methods  when  they  came  to 
the  United  States,  using  those  hidden  reserves  they  would  have 
shown  earnings  that  were  almost  twice  Chrysleris  earnings  were. 
Using  U.S.  accounting  standards,  or  accounting  standards  used 
now  by  other  countries  of  the  world,  they  showed  a  loss. 

Row  could  we  explain  that  to  Chrysler?  How  could  we  explain  it 
to  U.S.  investors  wno  would  buy  it  on  the  same  basis  as  they  would 
buy  Ford  and  Chrysler?  So  I  nave  taken  the  position  that  where 
foreign  company  home  disclosure  impacts  U.S.  investors  and  ad¬ 
versely,  U.S.  companies  we  are  going  to  hold  to  our  standards. 

However,  I  am  trying  to  move  these  foreign  companies  toward 
international  standards,  rather  than  U.S.  standards,  because  there 
is  a  natural  kind  of  chauvinism  which  says,  just  because  it  is  a 
U.S.  standard,  we  are  not  going  to  follow  suit.  So  I  am  trying  to 
make  it  easier  for  them. 

More  than  that,  the  Commission  has  embarked  on  an  aggressive 
program  to  personally  go  out  and  visit  companies.  I  have  seen  now 
close  to  100  companies,  in  Mexico,  in  Germany,  in  Switzerland,  in 
China,  and  have  told  them  that  the  Commission  is  not  an  impedi¬ 
ment.  I  have  told  these  companies  that  the  Commission  is  going  to 
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help  them  come  to  the  United  States,  adapt  our  standards,  tailor 
their  standards  in  some  ways,  listen  to  them,  work  with  them,  and 
provide  them  with  lawyers  and  accountants,  if  necessary. 

I  thiiik  this  is  paying  off.  Our  capital  markets  represent  the  most 
important  priority,  or  one  of  the  most  important  priorities  for  us, 
ana  we  are  not  going  to  lose  this  race.  We  will  do  whatever  we 
have  to  do  to  be  competitive.  And  I  think  we  are  on  top  of  it. 

Senator  Hollings.  That  kind  of  visitation  and  extension  of  un¬ 
derstanding  and  thereby  association  impresses  me.  And  with  re¬ 
spect  to  your  dramatic  statement  about  being  there  with  somebody 
from  the  Long  March  and  having  been  educated  in  Moscow  for  5 
years,  now  trying  to  really  go  the  capitalistic  way,  that  visitation 
and  that  kind  of  approach  seems  to  me  to  be  able  to  bring  more 
democracy  than  cutting  off  most  favored  nation. 

What  is  your  position? 

Mr.  Levitt.  Sir,  I  believe  that  economic  bonds  can  often  be 
stronger  than  political  bonds  and  often  cause  those  political  bonds 
to  do  what  they  might  not  otherwise  do.  I  believe  that  passionately. 
I  felt  that  before  I  came  to  the  Commission.  Gk)ing  to  China  and 
seeing  that  the  British  were  there  the  week  before  1  was  there  and 
the  Japanese  will  be  there  next  week  has  increased  this  belief 

They  want  to  trade.  They  want  those  companies  to  trade  in  Lon¬ 
don,  they  want  them  to  trade  in  Hong  Kong,  they  want  them  to 
trade  in  Tokyo.  I  want  them  to  trade  in  New  York,  and  I  do  not 
want  to  do  anything  to  interfere  with  that. 

Senator  Hollings.  And  your  position  is  by  trading  in  New  York 
I  could  get  more  democratic  trends  going - 

Mr.  Levitt.  Without  question. 

Senator  Hollings  [continuing].  Than  cutting  off  MFN? 

Mr,  Levitt.  I  am  sitting  there  in  the  Great  Hall.  Behind  me  is 
a  picture  of  Mao  out  in  the  square,  and  they  are  signing  an  agree¬ 
ment  intended  to  list  these  companies  on  the  New  York  Stock  Ex¬ 
change.  That  is  astonishing. 

SEATTLE  DISTRICT  OFFICE 

Senator  Hollings.  Two  little  in-house  questions  on  Seattle.  I 
know  we  are  going  to  get  a  question  about  the  closing.  In  fact,  we 
got  a  sense  of  the  Senate  amendment.  The  Seattle  office,  Seattle, 
WA,  can  you  tell  us  about  that? 

Senator  Domenici.  I  sent  my  question  up  there. 

Senator  Holdings.  We  ought  to  make  a  record  on  it. 

Senator  DOMENici.  Sure. 

Mr.  Levitt.  I  think  one  of  the  beauties  of  our  democratic  system 
is  that  you  pull  in  some  people  from  the  private  sector  who  stay 
here  for  a  few  years  and  bring  ideas  and  they  go  back.  In  my  case, 
when  I  came  to  the  Commission,  I  had  a  business  background,  and 
if  I  came  into  a  business  I  would  see  what  my  resources  were  and 
I  would  try  to  allocate  them  in  the  most  logical  way  possible.  I 
would  discuss  it  with  my  staff  and  I  would  go  about  my  business 
and  do  what  I  had  to  do. 

We  do  not  have  offices  in  Indianapolis,  we  do  not  have  them  in 
Charleston,  we  do  not  have  them  in  Albuquerque,  and  yet  we  pro¬ 
tect  those  people  as  well  as  we  protect  the  people  of  Los  Angeles 
and  New  York.  In  the  area  covered  by  the  Los  Angeles  and  San 
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Francisco  offices,  for  instance,  the  assets  under  management  in  in¬ 
vestment  company  complexes  in  the  past  10  years  grew  from  $14 
billion  to  $231  billion.  That  represents  a  growth  from  4.3  percent 
of  all  assets  under  management  in  such  complexes  to  12.1  percent. 

In  Seattle — and  this  was  one  of  the  numbers  that  impressed 
me — assets  under  management  in  such  complexes  during  the  same 
period  grew  from  $3  billion  to  $12  billion,  or  0.9  percent  down  to 
0.6  percent  of  such  assets.  We  had  something  like  two  or  three  peo¬ 
ple  walk  into  that  office  for  all  of  last  year.  It  did  not  make  sense 
to  have  that  office.  We  can  cover  that  district  with  just  as  much 
efficiency  from  California,  from  San  Francisco  and  Los  Angeles. 

I  came  back  from  China  specifically  to  meet  about  100  people 
from  the  community  who  were  ready  to  string  me  up.  It  was  like 
I  was  back  in  my  base  closing  days,  only  I  had  a  different  power 
structure  there.  So  I  met  with  them  and  I  told  them:  Look,  we  are 
going  to  cover  you  just  as  well  as  we  did  before,  if  not  better;  and 
I  am  going  to  come  back  to  Seattle  in  6  months  and  I  will  meet 
with  you  again  and  you  will  tell  me  whether  we  are  doing  the  job 
or  whether  we  are  not  doing  it,  and  you  can  hold  me  personally  re¬ 
sponsible. 

I  did  not  get  any  applause  when  I  left. 

POLITICAL  CONTRIBUTIONS  BY  INVESTMENT  BROKERS 

Senator  Rollings.  A  man  who  speaks  with  conviction. 

Let  me  ask  one  other  question.  Can  you  under  the  law  make  a 
contribution  to  me? 

Mr.  Levitt.  I  believe  I  can  under  the  law. 

Senator  Rollings.  Then  why  do  you  put  out  rules  that  invest¬ 
ment  brokers  cannot  do  it,  if  you  can? 

Mr.  Levitt.  Investment  brokers  can  make  a  contribution  to  you. 

Senator  Rollings.  I  thought  you  had  put  out  a  rule.  I  got  some¬ 
thing  here. 

Mr.  L£VITT.  It  has  nothing  to  do  with  you. 

Senator  Rollings.  You  issued  a  rule  prohibiting  contributions  to 
any  elected  official - 

Mr.  Levitt.  No;  I  would  encourage  investors  to  contribute  to  you 
and  to  Pete.  [Laughter.] 

Senator  Domenici.  Well,  he  is  not  worried  about  your  encourage¬ 
ment;  he  is  worried  about  your  rules  and  regulations. 

Senator  Rollings.  Rules  and  regulations,  yes. 

Mr.  Levitt.  Our  rules  would  not  prevent  investors  from  encour¬ 
aging  you  and  Pete. 

Senator  Rollings.  Well,  it  is  really  not  us.  Any  elected  official. 
I  could  have  the  wrong  information,  but  I  have  got  this  letter  from 
A.G.  Edwards,  an  investment  broker  down  in  Greenville,  SC,  just 
a  couple  weeks  ago:  ‘The  SEC  has  recently  issued  a  ruling  prohib¬ 
iting  any  contributions  to  any  elected  official  by  any  investment 
broker.” 

[The  information  follows:] 
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Letter  From  Baird  Montgomery,  A.G.  Edwards  &  Sons,  Inc. 

April  18,  1994. 

Senator  Ernest  Rollings, 

126  Russell  Ofj^  Bldg.,  Washington,  DC  20515. 

Dear  Senator  Hollings:  The  Securities  and  Exchange  Commission  has  recently 
issued  a  ruling  prohibiting  anv  contributions  to  any  elected  official  by  any  invest¬ 
ment  broker.  I  this  edict  bv  a  non-elected  group  of  officials  infringes  upon  my 
constitutional  right  to  financially  support  the  candidate  of  my  choice  and  threatens 
the  free  elective  process. 

Help  will  need  to  come  from  the  legislative  side  to  overturn  this  unfair  rule.  Any 
assistance  you  can  provide  will  certainly  be  appreciated. 

Sincerely, 

Baird  Montgomery. 


Senator  Hollings.  By  the  way,  they  are  Republicans.  So  I  am 
trying  to  help  out  the  Republicans  cause.  [Laughter.] 

We  have  not  been  able  to  get  any  of  their  money. 

What  about  that? 

Mr.  Levitt.  When  I  came  to  the  Commission,  I  came  with  a  his- 
topr  of  knowing  about  the  securities  business  and  knowing  some¬ 
thing  about  fundraising.  I  saw  an  increasing  number  of  abuses  in 
the  municipal  securities  area  relating  to  the  allocation  of  municipal 
underwriting  business  based  imon  contributions  to  political  cam- 
pa^s.  I  talked  to  a  number  of  friends,  including  Ben  Edwards  at 
A.G.  Edwards,  and  they  said  this  is  getting  out  of  hand;  young  peo¬ 
ple  coming  into  this  industry  believe  the  only  way  to  get  business 
IS  by  buying  it  and  paying  for  it. 

Ben  and  16  other  firms  agreed  that  they  would  voluntarily  ban 
the  giving  of  ^fts  by  people  in  the  firms  who  would  benefit.  The 
MSRB,  wnich  is  the  official  rulemaking  body,  made  recommenda¬ 
tions  in  this  area,  which  the  SEC  recently  approved. 

By  no  means  does  this  ban  political  contributions  to  all  public  of¬ 
ficials.  It  does  nothing  of  the  sort.  It  only  affects  contributing  to 
those  officials  who  are  in  a  position  to  give  municipal  underwriting 
business. 

I  am  also  motivated  by  circumstances  that  you  read  about  in  the 
newspapers,  such  as  the  investigations  developing  in  New  York, 
New  Jersey,  California,  Louisiana,  and  Arkansas.  I  think  that  the 
proposal  is  a  reasonable  one  and  one  that  I  support. 

Senator  Rollings,  I  do  not  know  if  that  gets  into  our  election 
laws  or  not,  but  let  me  yield  to  the  distinguished  Senator  from  New 
Mexico,  Senator  Domenici. 


SEC  FEES  AND  AGENCY  OVERSIGHT 


Senator  Domenici.  Thank  you,  Mr.  Chairman. 

Mr.  Chairman,  let  me  just  make  a  point.  This  whole  issue  of  fees 
is  really  very  muddled  because,  while  they  are  collecting  more  fees 
than  their  budget,  rarely  have  those  fees  been  allocated  to  them, 
but  rather  to  the  Treasury  of  the  United  States. 

Senator  Rollings.  Right. 

Senator  Domenici.  Now,  interestingly  enough,  while  the  Presi¬ 
dent’s  budget  is  advocating  more  fees  and  an  increase  in  your 
budget,  he  is  advocating  that  those  fees  go  to  the  Treasury,  not  to 
you. 

Now,  from  our  appropriations  standpoint  that  is  the  worst  of  all 
worlds.  We  are  being  asked  to  put  in  more  money  out  of  the  appro- 
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priated  amount  and,  while  we  are  going  through  raising  the  fees, 
we  do  not  get  any  credit  for  it.  So  we  are  going  to  be  a  couple  of 
hundred  million  dollars  more  short  by  giving  them  an  increase.  So 
I  think  it  is  going  to  be  tough  myself. 

Now,  second,  let  me  raise  this  point  with  you.  You  kind  of  men¬ 
tioned  in  passing  that  if  you  could  get  the  fees  allocated  to  the 
Commission  that  you  would  easily  be  self-sufficient.  And  of  course, 
the  Chairman  knows  that  if  we  allocated  all  of  them  we  are  putting 
in  now  we  would  already  be  self-sufficient,  would  not  need  any 
more. 

But  you  said  that  would  mean  that  you  would  not  have  to  come 
up  here  for  your  budget  every  year.  Now,  I  think — and  you  would 
not,  because  it  would  be  automatic.  We  could  call  you  up  here  and 
talk  to  you  about  whether  you  are  doing  your  job  or  not. 

Mr.  Levitt.  No;  you  would  still  have  to  approve  it.  We  would 
have  to  come  to  you  and  you  would  have  to  approve  our  rec¬ 
ommendations. 

Senator  Hollings.  Oh,  yes. 

Senator  Domenici.  Well,  you  would  have  to  make  sure.  You 
would  have  to  make  sure  that  everybody  on  that  Banking  Commit¬ 
tee  knows  that  aspect  of  it.  And  frankly  I  think  also,  I  think  you 
would  do  well  if  you  talked  about  just  how  large  an  increase.  You 
might  be  limited  to  certain  increases  over  the  next  6  or  6  years, 
so  that  we  would  feel  more  comfortable  that  you  just  would  not  put 
on  even  more  onerous  fees  to  dramatically  increase  the  size  of  your 
staff. 

Mr.  Levitt.  Self-funding  does  not  really  mean  self-reliance.  It 
still  subjects  the  Commission  to  the  discipline  of  the  Congi-ess  in 
terms  of  both  authorization  and  appropriations. 

Senator  DOMENICI.  I  think  it  is  fair  to  say  we  are  not  going  to 
pass  this  whole  process  of  setting  up  the  fund,  of  making  all  of  the 
receipts  go  to  the  Commission  so  they  can  pay  their  bills.  We  have 
got  to  get  that  authorized,  do  we  not? 

Senator  Rollings.  Right,  we  would  have  to  get  that  authorized. 
We  would  not  try  to  change  that. 

We  have  had  a  good  working  relationship  and  I  am  pleased  at 
your  coming  on  board  now  and  heading  up  this  effort,  because  we 
nave  got  a  Tot  of  confidence  in  you.  We  do  not  have  to  worry  about 
the  SEC.  You  are  not  worried  about  it,  I  am  not  worried  about  it. 

Senator  Domenici.  No,  no. 

Senator  Rollings.  We  have  to  find  out,  like  Seattle,  why  you  are 
closing  the  office,  a  few  little  housekeeping  things. 

SAFE  HARBOR  PREDICTIVE  STATEMENTS 

Senator  Domenici.  In  fact,  I  do  want  to — I  want  to  say  to  the 
Chairman  of  the  SEC,  whom  I  happen  to  know,  that  I  think  you 
are  doing  a  great  job,  and  I  want  to  commend  you  and  your  staff. 
We  do  not  always  agree  with  your  staff  on  some  of  the  reforms  we 
are  seeking,  at  least  over  in  the  Banking  Committee. 

But  I  want  to  ask  you  about  one  and  then  I  will  submit  a  series 
of  questions.  Chairman  Levitt,  you  have,  the  SEC  has,  a  safe  har¬ 
bor  for  predictive  statements.  Can  I  talk  a  little  bit  about  that? 

Mr.  Levitt.  Sure. 
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Senator  DOMENICI,  As  you  know,  Senator  Dodd  and  I  have  be¬ 
come  upset  with  the  number  of  lawsuits  that  are  being  filed 
against  companies,  many  of  them  new  companies  or  companies 
that  have  gon.  public,  that  have  high  tech  in  their  backhand  and 
part  of  the',  rroduct  and,  therefore,  they  are  volatile.  We  have  be¬ 
come  very  concerned  that  they  get  sued  just  because  the  stock 
prices  change. 

One  of  the  reasons  for  the  safe  harbor  predictive  statements  is 
so  that  companies  like  that  can  file  their  predictive  statements. 
And  the  words  “safe  harbor*'  were  intended  to  give  them  some  im¬ 
munity  from  lawsuits  if  the  predictive  statements  did  not  turn  out. 

It  is  not  working  that  way.  Youi  safe  harbor  currently  in  effect 
does  not  preclude  this  100  or  so  lawyers  in  America,  or  law  firms — 
that  is  about  what  it  is,  100 — out  of  the  entire  bar  that  litigate 
against  companies  on  behalf  of  an  alleged  class  of  stockholaers. 
/md  I  am  wondering  why  you  cannot  move,  even  before  we  get  the 
Dodd-Domenici  bill  passed,  to  make  safe  harbor  more  of  a  safe  har¬ 
bor? 

Mr.  Levitt.  I  think  you  are  right.  1  think  there  are  so  many  ele¬ 
ments  in  the  Dodd-Domenici  bill  that  resonate  with  me.  Clearly, 
abuses  have  developed  in  this  area.  I  have  spoken  about  them.  I 
am  concerned  about  them.  I  have  experienced  them, 

I  do  not  understand  enough  about  the  intricacy  of  the  legislative 
process  to  be  able  to  say,  if  you  did  it  this  way  this  could  happen 
or  that  could  happen.  But  with  respect  to  the  safe  harbor,  we  have 
begun  a  dialog  with  the  high  tech  companies  and  at  your 
instigation  I  will  turn  up  the  heat  on  that  initiative  and  see  if  we 
can  move  it  along  irrespective  of  what  happens  with  Dodd-Domen¬ 
ici. 

Senator  Domenici.  Sure.  We  have  a  section  in  our  bill — your 
counsel  knows  about  it — that  addresses  the  issue.  But  we  do  not 
have  to  have  the  lemslation,  that  piece,  if,  in  fact,  you  have  created 
more  of  a  safe  harbor  than  you  currently  have  and  we  look  at  it 
and  everybody  says  it  is  about  the  best  you  can  do. 

Mr.  Levitt.  I  promise  to  make  that  a  priority,  examining  that, 
and  I  will  stay  in  touch  with  you  about  it.  I  think  there  are  a  num¬ 
ber  of  things  the  Commission  can  do  in  this  general  area  that  you 
are  touching  upon  with  in  your  bill,  and  hopefully  we  can  work  in 
that  direction. 

Senator  Domenici.  Chairman  Hollings,  I  know  you  are  not  in¬ 
volved  in  this  aspect,  but  let  me  just  share  something  with  you.  I 
think  I  know  your  feelings,  having  been  here  with  you  for  so  long. 
You  know  the  legal  profession  and  our  propensity  to  rely  almost  ex¬ 
clusively  on  the  courts  sometimes  and  jury  verdicts  to  establish 
conduct  sometimes  gets  out  of  hand. 

What  is  happening  in  many  of  these  class  action  lawsuits  in  the 
Federal  court,  we  have  plaintiffs  who  are  filing  a  suit  a  day  after 
the  stock  prices  come  down  on  some  company  because  there  was 
an  expectation  that  they  would  continue  at  a  high  level  and  they 
sue  just  on  that.  And  everybody  is  deposed,  and  IV2  years  later  it 
settles  for  $10  million  or  $15  million. 

That  is  happening  over  and  over  across  this  land. 

Senator  Rollings.  The  question  is  is  it  on  the  increase?  Now,  we 
know  the  stock  offerings - 
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Senator  Domenici.  No;  when  it  comes  down,  they  decrease. 

Senator  Hollings  [continuing].  All  increase,  but  have  class  ac¬ 
tions  increased?  It  has  been  constant.  I  do  not  know  the  problem. 

Senator  DOMENICI.  Oh,  yes,  we  have  all  of  that  information.  We 
have  worked  at  it. 

Senator  Hollings.  But  you  know,  the  distinguished  Mr.  Levitt 
said  that  rogue  brokers  are  preying  on  the  public  coming  back. 
Under  that  bill,  maybe  they  would  never  leave. 

Senator  DOMENlCI.  Oh,  no,  no,  no,  no.  [Laughter.] 

Senator  Rollings.  Some  new  kind  of  scam,  and  we  are  just  try¬ 
ing  to  tread  water  and  all  of  a  sudden,  wait  a  minute,  let  us  by 
Got  let  them  do  what  they  want  to,  we  will  give  them  the  safe  har¬ 
bor. 

Senator  DOMENICI.  Oh,  no. 

Senator  Rollings.  I  do  not  know. 

Senator  Domenici.  Wait  until  we  get  that  before  you  and  you 
will  see.  Safe  harbor  already  exists.  It  is  just  that  it  does  not  work 
as  they  intended  it  to  work. 

Senator  ROLLINGS.  All  right. 

Senator  Domenici.  That  is  safe  harbor  which  is  an  administra¬ 
tive  process. 

Senator  Rollings.  I  will  have  to  look  at  that  bill.  I  have  not.  I 
am  not  familiar  with  it. 

Senator  DOMENICI.  We  are  going  to  share  that  bill  with  you,  be¬ 
cause  you  are  going  to  be  a  sponsor  for  it. 

Senator  Rollings.  I  do  not  know.  When  you  say  my  good  friend 
Chris  Dodd  from  the  insurance  mecca  of  Connecticut  has  got  a  bill 
in,  I  have  to  read  it.  I  learned  long  ago  we  had  a  slogan;  Capital 
Lathe  will  surely  pay  if  the  small  print  on  the  back  don’t  take  it 
away.  [Laughter.] 

Senator  Domenici.  I  have  heard  that. 

Senator  Rollings.  That  is  why  when  you  tell  me  those  kind  of 
bills  are  coming — I  guess  you  have  got  the  British  rule  maybe? 

Senator  Domenici.  No,  no. 

Senator  Rollings.  There  is  no  British  rule  in  there? 

Senator  Domenici.  We  compromised. 

Senator  Rollings.  You  have  got  to  be  rich.  Someone  said  one 
time  that  you  have  got  to  have  at  least  $10,000;  if  you  are  a 
wealthy  stockholder  you  can  bring  a  suit,  but  if  you  are  a  poor  one 
you  cannot. 

Senator  Domenici.  Oh,  you  have  been  lobbied.  You  have  been 
lobbied.  I  did  not  know  you  had  already  been  lobbied. 

Senator  Rollings.  I  do  not  know. 

Senator  Domenici.  Those  plaintiffs’  lawyers  already  got  to  you. 
Do  you  think  $10,000  is  too  much  to  own  in  a  stock  to  file  a  law¬ 
suit?  That  is  the  issue. 

Senator  Rollings.  Well,  these  class  actions  got  Keating  and 
Drexel,  Milken,  and  all  the  rest  of  them. 

Senator  Domenici.  It  will  still  get  them. 

Senator  Rollings.  Good  enough,  we  will  look  at  it. 
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INVESTMENT  ADVISER  EXAMINERS 

Senator  Domenici.  Let  me  ask  you  one  last  question.  In  terms 
of  what  you  are  requesting,  I  think,  271  additional  staff  years;  is 
that  right? 

Mr.  Levitt.  Yes. 

Senator  Domenici.  You  assume  that  100  of  those  staff  years  will 
be  added  as  a  result  of  the  passage  of  this  year's  legislation  amend¬ 
ing  the  Investment  Act? 

Mr.  Levitt.  Yes,  sir;  that  is  in  committee  now,  apparently,  in 
conference  now. 

Senator  Domenici.  Those  amendments  would  authorize  the  hir¬ 
ing  of  200  additional  personnel,  as  my  staff  tells  me,  to  inspect  in¬ 
vestment  advisors. 

Mr.  Levitt.  Yes. 

Senator  Domenici.  Which  has  something  to  do  with  what  you 
were  alluding  to  in  your  opening  remarks. 

Mr.  Levitt.  Advisers  as  distinct  from  investment  companies, 
which  are  mutual  funds. 

Senator  Domenici.  Right. 

Mr.  Levitt.  There  has  been  an  explosive  growth  of  advisers. 

Senator  Domenici.  And  you  want  to  do  a  little  more  of  trying  to 
see  that  that  is  not  fraudulent. 

Mr.  Levitt.  Yes;  because  we  are  able  to  get  in  there  and  inspect 
them  once  in  many  years,  and  that  is  really  inadequate. 

Senator  Domenici.  So  does  the  reouest  for  the  100  additional 
staff-years  depend  upon  enactment  of  these  amendments? 

Mr.  Levitt.  Yes;  it  does. 

Senator  Domenici.  And  we  will  have  to  find  out  where  that  is 
or  condition  it  upon  the  enactment  of  that  if  we  have  any  funds  in 
for  that,  I  assume.  Does  that  request  for  personnel  depend  upon 
the  enactment  of  additional  fees  as  proposed  in  those  amendments? 

Mr.  Levitt.  I  believe  so,  yes. 

Senator  Domenici.  OIC  So  you  are  going  to  try  to  raise  the 
mcriey  through  fees  in  that  one  for  this  new  group? 

Mr.  Levitt.  Yes;  and  those  fees  are  quite  modest. 

ADDITIONAL  COMMITTEE  QUESTIONS 

Senator  Domenici.  I  have  three  or  four  questions  in  writing  that 
I  will  submit  and  he  can  answer  them. 

Senator  Hollings.  And  we  have  from  some  of  the  other  commit¬ 
tee  members,  too. 

Mr.  Levitt.  I  wonder  if  I  could,  at  the  risk  of  harassing  the  two 
of  you,  if  I  could  urge  you  to  relay  the  importance  of  having  the 
Banking  Committee  taldng  up  our  authorization  as  soon  as  pos¬ 
sible  so  that  the  appropriations  process  can  get  underway  more  ef¬ 
fectively. 

Senator  Domenici.  Well,  Mr.  Chairman,  you  know  that  Senator 
Riegle  and  Senator  D’Amato  are  the  Chair  and  the  ranking  mem¬ 
ber  of  that  committee.  I  am  not  the  one  holding  it  up.  I  would  be 
glad  to  indicate  that  I - 

Mr.  Levitt.  That  would  be  wonderful. 

Senator  Domenici.  I  will  do  that. 

Senator  Rollings.  You  have  got  the  power  to  move  it,  go  on. 
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Senator  Domenici.  Senator  Gramm  was  here,  but  he  is  opposed 
to  it. 

Senator  Hollings.  Oh,  he  is? 

Senator  Domenici.  Yes;  the  self-funding  part  of  it. 

You  have  talked  with  him,  have  you  not? 

Mr.  Levitt.  I  have. 

Senator  Domenici.  You  have  not  made  measurable  headway? 

Mr.  Levitt.  No;  I  have  not.  [Laughter.] 

Senator  Hollings.  Well,  we  really  appreciate  you  and  your  col¬ 
leagues*  appearance  here  today. 

[The  following  cmestions  were  not  asked  at  the  hearing,  but  were 
submitted  to  the  Commission  for  response  subsequent  to  the  hear¬ 
ing:] 


Questions  Submitted  by  Senator  Ernest  F.  Hollings 

INVESTMENT  ADVISERS 

Question.  Chairman  Levitt,  weVe  been  trying  to  help  you  hire  more  examiners  to 
review  investment  advisers.  My  staff  tells  me  that  at  current  rates,  the  SEC  is  only 
able  to  review  investment  advisers  once  every  twenty-seven  years. 

What  is  the  status  of  vour  efforts  to  hire  more  examiners?  What  is  the  status  of 
authorization  ledslation?  How  many  examiners  do  you  need? 

Answer.  Both  Houses  of  Congress  have  approved  legislation  that  would  amend  the 
Investment  Advisers  Act  of  1940  to  require  registei^  investment  advisers  to  pay 
annual  fees,  the  proceeds  of  which  would  fund  an  enhanced  investment  adviser  in¬ 
spection  program.  On  May  4,  1993,  the  House  of  Representatives  passed  H.R.  678, 
the  Investment  Adviser  Re^atory  Enhancement  and  Disclosure  Act  of  1993;  and 
on  November  20,  1993,  the  Senate  passed  S.  423,  the  Investment  Adviser  Oversight 
Act  of  1993.  The  House  bill  contains  a  number  of  provisions  not  in  the  Senate  bill. 
St^  members  of  the  House  and  Senate  committees  have  held  meetings  among 
themselves  and  with  members  of  the  SEC  staff  to  discuss  reconciling  the  two  pend¬ 
ing  bills;  however,  no  agreements  with  respect  to  the  substantive  differences  in  the 
two  bills  have  yet  been  reached.  SEC  staff  members  are  providing  ongoing  technical 
advice  to  both  House  and  Senate  committees. 

On  January  24,  1994,  I  wrote  a  letter  to  members  of  the  relevant  committees  in 
which  I  emphasized  the  importance  of  enhancing  the  SEC's  investment  adviser  in¬ 
spection  pro^am  and  expressed  my  hope  that  the  House  and  the  Senate  bills  would 
be  reconciled  ‘*as  soon  as  possible.”  In  order  to  facilitate  reconciliation  of  the  bills, 
I  indicated  that  the  Commission  would  use  its  current  statutory  authority  to  ad¬ 
dress  four  matters  in  the  House  bill  by  developing  rules  dealing  with  custody  prac¬ 
tices,  suitability  of  investment  advice,  improved  client  brochures,  and  periodic  re¬ 
porting  of  expenses.  The  Commission  proposed  rules  addre  ssing  the  first  two  of 
these  matters  (custody  practices  and  suitability)  on  March  16,  1994. 

There  are  currently  20,700  investment  advisers  registered  with  the  Commission. 
These  advisers  range  in  size  from  a  one-person,  part-time  business  with  no  assets 
under  management  to  companies  that  employ  thousands  of  persons  with  hundreds 
of  billions  of  dollars  under  management.  The  nature  of  investment  advisers’  busi¬ 
nesses  varies  substantially  with  some  presenting  higher  risk  profiles  to  clients  than 
others.  The  frequency  of  inspections  of  these  different  advisers  depends  on  the  na¬ 
ture  and  size  of  their  business.  The  largest  and  riskiest  advisers  should  be  inspected 
frequently.  Considering  ail  of  these  factors,  the  Commission  staff  estimates  that  .ap¬ 
proximately  210  examiners  are  needed  to  oversee  adequately  the  current  population 
of  advisers.  However,  the  SEC  currently  has  approximately  50  examiners. 

With  respect  to  your  question  on  the  status  of  the  (Commission’s  authorization  leg¬ 
islation,  an  authorization  bill  containing  a  form  of  self-funding  (H.R.  2239)  was 
passed  by  the  House  in  July  1993.  However,  because  this  bill  raises  several  budg¬ 
etary  points  of  order  in  the  Senate,  no  authorization  bill  has  yet  been  introduced 
in  the  ^nate.  The  SEC  staff  has  prepared  a  draft  of  an  authorization  bill  that 
would  remedy  the  Senate  budgetary  points  of  order  and  it  has  been  provided  to  the 
staff  of  the  Senate  Committee  on  Banking,  Housing  and  Urban  Affairs.  This  version, 
like  H.R.  2239,  would  incorporate  into  me  SEC’s  self-funding  scheme  the  proposed 
investment  advisers  fee  currently  pending  in  H.R.  678  and  S.  423,  if  enacts  by 
(Congress. 
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CARRYOVER/SURPLUS  COLLECIIONS  IN  1994 

Question.  The  fiscal  year  1994  Commerce,  Justice  and  State  appropriations  bill 
raised  section  6(b)  stock  registration  fees  from  the  current  rate  of  1/60  of  one  per¬ 
cent  to  1/29  of  one  percent.  When  the  bill  was  enacted  last  autumn,  the  SEC  told 
us  that  they  thought  that  this  change  would  yield  $171.6  million.  We  now  under¬ 
stand  that  collections  will  actually  be  higher. 

What  is  the  Commission’s  current  estimate  for  section  6(b)  collections  this  year? 

Answer.  In  November  1993,  the  Commission’s  Office  of  Economic  Analysis  pre¬ 
pared  new  fiscal  1994  through  1998  forecasts  of  registration  fees  under  section  6(b) 
of  the  Securities  Act  of  1933.  Based  on  this  new  estimate,  section  6(b)  filing  fees 
in  fiscal  1994  are  now  e^roected  to  raise  $396  million  in  Treasury  receipts  ana  $222 
million  in  ofisetting  collections  to  the  Commission’s  appropriations.  The  actual 
amount  of  section  6^)  fees  collected  may  vary  from  this  estimate  based  on  changes 
in  market  and  economic  conditions,  such  as  rising  interest  rates. 

NEW  RISKY  FINANCIAL  INSTRUMENTS/SEC  OVERSIGHT 

Question.  Chairman  Levitt,  banks  are  becoming  increasingly  involved  in  the  busi¬ 
ness  of  managing  and  selling  the  shares  of  mutum  funds. 

What  action  is  the  Commission  taking  in  response  to  concerns  that  investors  are 
not  receiving  adequate  disclosure  of  the  risks  involved  in  mutual  funds?  These  bank- 
sold  funds  are  not  federally  insured  are  they? 

Answer.  It  is  very  important  for  investors  to  be  aware  that  bank-sold  mutual 
funds  are  not  covered  by  federal  deposit  insurance.  The  Commission  and  its  staff, 
and  the  National  Association  of  Securities  Dealers  (NASD),  have  taken  a  number 
of  actions  to  deal  with  the  possibility  of  investor  confusion  regarding  bank-advised 
and  bank-sold  mutual  funds. 

Since  last  year,  the  Commission’s  staff  has  required  any  mutual  fund  that  has  a 
name  that  is  the  same  as,  or  similar  to,  the  name  of  a  bank  that  advises  the  fund 
or  sells  the  fund’s  shares  to  disclose  prominently  on  the  cover  jfage  of  the  fund's  pro¬ 
spectus  that  shares  in  the  fund  are  not  federally  insured.  Any  other  mutual  fund 
sold  by  or  through  a  bank  also  must  provide  this  prominent  prospectus  disclosure. 
In  addition,  every  money  market  funa  must  disclose,  on  the  cover  page  of  its  pro¬ 
spectus  and  in  its  advertising,  both  that  its  shares  are  not  insurea  or  guaranteed 
by  the  U.S.  government  and  that  there  is  no  assurance  that  the  fund  will  be  able 
to  maintain  a  stable  net  asset  value  of  $1. 

In  November  1993,  the  Commission  sponsored  a  survey  of  1,000  households  that 
showed  the  existence  of  considerable  confusion  among  investors  regarding  the  unin¬ 
sured  status  of  bank  sold  funds.  For  example,  28  percent  of  all  survey  respondents 
believed  that  mutual  funds  sold  through  banks  “are  federally  insured  like  savings 
accounts  and  CD’s”,  and  66  percent  of  bank  fund  holders  believed  that  money  mar¬ 
ket  mutual  funds  sold  through  banks  are  federally  insured.  Working  with  the  Office 
of  the  Comptroller  of  the  Currency,  the  Commission  then  sponsored  focus  group  re¬ 
search  to  further  our  understanding  of  this  problem.  The  focus  groups  generally  con¬ 
firmed  that  some  mutual  ^nd  investors  are  confused  about  the  non-guaranteed  na¬ 
ture  of  bank  mutual  funds  and  have  difficulty  in  distinguishing  a  bank  money  mar¬ 
ket  mutual  fund,  wluch  is  a  non-guaranteed  investment,  from  a  bank  money  market 
deposit  account,  which  is  an  insured  bank  account.  We  are  planning  further 
consumer  research. 

Since  the  survey,  the  Commission  staff  has  been  working  with  the  staff  of  the 
NASD  to  further  aevelop  the  NASD’s  program  of  advertising  review  and  compliance, 
and  to  better  focus  NASD  efforts  on  advertisements  and  sales  literature  relating  to 
broker-dealer  sales  activities  on  financial  institution  premises.  The  Commission  and 
the  NASD  also  have  stepped  up  their  efforts  to  review  sales  practices  associated 
with  brokerage  services  conducted  from  the  premises  of  banks  and  other  financial 
institutions.  The  Ck>mmi8sion  has  instituted  a  special  broker-dealer  examination 
program  to  generally  review  sales  practices  on  bank  premises,  focusing  especially 
on  customer  complaints  relating  to  mutual  fund  activities.  The  NASD,  too,  is  exam- 
inii^  retail  sales  practices  associated  with  mutual  fund  sales.  In  this  regard,  the 
NASD  is  focusing  on  first-time  investors,  including  individuals  who  historically  have 
held  their  savings  in  certificates  of  deposit  and  other  bank  savings  instruments,  and 
mutual  fund  sales  conducted  by  broker-dealers  on  the  premises  of  banks  and  other 
financial  institutions.  The  Commission  also  has  begun  inspecting  mutual  funds’  dis¬ 
tribution  arrangements  with  banks,  and,  to  the  extent  possible,  sales  practices  asso¬ 
ciated  with  bank-advised  funds,  as  part  of  its  routine  fund  examinations. 

The  antifraud  provisions  of  the  Securities  Exchange  Act  of  1934  and  the  NASD’s 
customer  suitability  rules  require  that  broker-dealers  and  their  sales  persons  make 
investment  recommendations  that  are  suitable  for  the  individual  investor  in  light 
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of  the  investor's  financial  needs,  investment  objectives,  and  circumstances.  The 
NASD  recently  has  undertaken  initiatives  to  enhance  awareness  of  these  obligations 
by  its  broker-dealer  members,  including  the  recent  issuance  of  two  Notices  to  Mem¬ 
bers  reminding  member  firms  of  their  obligations  under  the  NASD  Rules  of  Fair 
Practice  to  disclose  to  customers  the  varying  risks  of  investing  the  proceeds  of  cer¬ 
tificates  of  deposit  in  mutual  fund  shares. 

The  Commission  recently  contacted  the  federal  banking  regulators  to  recommend 
that  Commission  and  banking  re^latory  staffs  meet  to  develop  a  common  approach 
to  address  the  issue  of  broker-dealers  and  depository  institutions  paying  referral 
fees  to  unqualified  financial  institution  personnel.  The  Commission  is  concerned 
that  the  payment  of  referral  fees  may  exacerbate  the  problem  of  customer  confusion 
by  creating  an  inappropriate  incentive  for  unqualifiea  financial  institution  employ¬ 
ees  to  offer  unauthorized  investment  advice  to  their  customers. 

Finally,  the  Commission  staff  has  prepared  ard  begun  distributing  a  pamphlet  to 
provide  investors  generally  with  basic  information  al^ut  investing  and  dealing  with 
brokerage  firms.  The  Commission  also  has  established  a  Consumer  Affairs  Advisory 
Committee,  with  the  mandate  of  finding  solutions  to  the  problems  that  investors  en¬ 
counter  in  dealing  with  investments  and  investment  professionals. 

Question.  Are  the  SEC  and  the  Financial  Accounting  Standards  Board  (FASB) 
considering  any  projects  regarding  “derivative”  products  and  activities? 

Answer.  Yes.  Both  the  Commission  and  FASB  are  actively  considering  or  working 
on  projects  regarding  derivative  products  and  activities.  The  Commission  staff  is 
currently  considering  whether  rulemaking  or  interpretive  guidance  is  needed  in  this 
area.  Generally  accepted  accounting  principles  and  the  Commission’s  Regulation  S- 
K  include  requirements  that  elicit  some  disclosure  of  derivatives  activities.  The  staff 
of  the  Division  of  Corporation  Finance  monitors  disclosures  of  derivatives  activities 
in  connection  with  its  reviews  of  filings,  and,  through  the  comment  process,  has  ob¬ 
tained  expanded  disclosures  in  filings  where  such  disclosures  were  necessary  to  an 
understanding  of  the  type,  extent  and  potential  effects  of  such  activities. 

FASB,  as  part  of  its  existing  project  on  financial  instruments,  recently  added  a 
“fast-track”  project  to  its  ^enda  to  require  expanded  disclosures  of  activities  involv¬ 
ing  derivative  produ:ts.  FASB  expects  to  issue  an  exposure  draft  of  a  proposed 
standard  within  the  first  quarter  of  1994  and  expects  action  on  a  final  rule  Iw  the 
end  of  the  year.  Additionally,  FASB  is  continuing  work  on  other  aspects  of  its  finan¬ 
cial  instruments  project  including  issues  related  to  hedging  activities. 

CLOSING  THE  SEATTLE  OFFICE 

Question.  Earlier  this  year  the  Commission  began  closing  its  Seattle,  Washington 
District  Office. 

I  wouldn’t  be  surprised  if  the  Washington  delegation  tries  to  interfere  with  your 
management  action  when  we  get  this  bill  to  the  floor  this  summer. 

Could  you  provide  the  rationale  for  this  closure?  Wasn’t  the  Seattle  office  created 
to  regulate  a  security  market  that  no  longer  exists? 

Answer.  On  January  13,  1994,  the  SEC  announced  that  it  would  close  its  district 
office  in  Seattle.  The  closure  will  effective  on  July  23,  1994.  This  decision  to  mod¬ 
ify  the  structure  of  the  Commission  s  Pacific  Region  is  part  of  the  Commission’s  con¬ 
tinuing  efforts  to  maximize  the  efficient  and  effective  utilization  of  its  resources  and 
to  streamline  its  operations.  As  a  consequence  of  merging  the  staff  of  the  Seattle 
Office  into  the  San  Francisco  and  Los  Angeles  Offices,  the  Commission  will  be  able 
to  shift  much  needed  resources  to  offices  with  substantially  larger  securities  indus¬ 
try  constituencies  and  greater  program  responsibilities.  The  Commission  also  will  be 
able  to  realize  certain  economies  of  operation. 

In  reaching  this  decision,  the  Commission  gave  careful  consideration  to  the  rel¬ 
evant  demographics  of  the  respective  offices  which  make  up  our  Pacific  Region,  in¬ 
cluding  the  number,  size  and  type  of  related  entities  in  these  areas.  More  specifi- 
callv,  the  Seattle  District  Office  has  jurisdiction  over  only  3  percent  of  all  regulated 
entities  registered  with  the  Commission  (e  g.,  broker-dealers  doing  a  public  busi¬ 
ness,  transfer  agents,  investment  company  complexes  and  investment  advisers).  B^ 
contrast,  the  San  Francisco  and  Los  Angeles  Offices  are  responsible  for  approxi¬ 
mately  17  percent  of  all  such  registrants. 

As  one  measure  of  the  relative  growth  in  these  areas,  it  should  be  noted  that  dur¬ 
ing  the  past  ten  years,  the  amount  of  money  under  management  in  investment  com¬ 
pany  complexes  in  the  area  serviced  by  the  Los  Angeles  and  San  Francisco  Offices 
has  grown  from  $14  billion  to  $231  billion.  This  represents  a  growth  fi-om  4.3  per¬ 
cent  to  12. 1  percent  of  all  money  under  management  in  these  complexes  nationwide. 
However,  in  the  Seattle  District,  money  under  management  in  such  investment  com¬ 
pany  complexes  grew  &om  $3  billion  to  $12  billion  during  this  same  period,  rep- 
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resenting  a  decline  from  .9  percent  to  .6  percent  of  all  assets  under  management 
in  registered  investment  company  complexes. 

Based  on  the  demographics  and  on  the  resp^tive  workloads  of  the  offices  in¬ 
volved,  the  Commission  is  confident  that  the  activities  of  the  Seattle  Office  will  he 
fully  and  effectively  carried  out  by  the  two  other  offices  in  the  Pacific  Region  with¬ 
out  arw  loss  to  investor  protection  or  decline  in  service  to  the  public. 

On  2,  1994,  senior  Commission  officials  and  I  met  witn  industry  representa¬ 
tives  in  battle  at  the  request  of  Senator  Murray.  The  purpose  of  this  meeting  was 
to  listen  to  their  concerns  and  to  discuss  the  Commission’s  continuing  commitment 
to  service  those  constituencies  following  the  reorganization  of  the  Commission’s  Pa¬ 
cific  Region.  I  emphasized  the  SEC’s  commitment  to  provide  coverage  to  the  region 
through  the  Los  Angeles  and  San  Francisco  Offices.  To  further  emphasize  the  agen¬ 
cy’s  commitment  in  this  regard,  I  offered  to  revisit  that  area  within  six  months  fol¬ 
lowing  the  closing  of  the  Seattle  District  Office  to  assess  the  success  of  the  Commis¬ 
sion’s  efforts  to  maintain  an  active  presence  in  the  Northwest. 

With  respect  to  the  question  about  creating  the  Seattle  office  to  regulate  a  securi¬ 
ties  exchange,  the  Commission’s  office  in  Seattle,  Washington  was  established  short¬ 
ly  after  the  Securities  and  Exchange  Act  of  1934  was  enacted.  The  Spokane  Stock 
Exchange  (SSE)  was  one  of  the  oldest  registered  exchanges  in  the  United  States. 
It  was  first  organized  in  January  1897,  as  the  Standard  Stock  Exchange  of  Spokane. 
In  1946  it  changed  its  named  to  the  Spokane  Stock  Exchat^  but  ceased  trading 
operations  as  of  the  close  of  business  on  May  24,  1991.  The  ^C  acknowledged  the 
withdrawal  of  the  SSE’s  registration  as  a  national  securities  exchange  on  May  30, 
1991. 


SEC  BUDGET 

Question,  Chairman  Levitt,  Leon  Panetta  has  filled  the  President’s  budget  with 
fees — I  think  there  are  more  than  38  separate  new  fee  proposals. 

Now  in  the  case  of  the  SEC — you’ve  been  collecting  fees  for  sometime  and  have 
more  than  paid  for  yourself  for  years.  But  because  of  the  bureaucratic  “mumbo 
jumbo”  of  the  budget  act,  onlv  increased  section  6(b)  registration  fees  can  be  used 
to  help  staff  and  operate  the  Commission. 

Could  you  describe  the  fee  proposal  in  the  President’s  budget?  It  proposes  to 
charge  new  types  of  fees  like  transaction  fees  doesn't  it?  Wouldn't  changing  the  cur¬ 
rent  section  6(b)  rate  from  1/29  of  one  percent  to  1/27  of  one  percent— essentially 
fund  the  Commission’s  budget  request? 

Answer.  The  Commission  presently  collects  four  different  types  of  fees  under  the 
federal  securities  laws.  These  fees  are:  (1)  registration  of  securities  under  the  Secu¬ 
rities  Act  of  1933:  (2)  securities  transactions  on  exchange  traded  securities  under 
the  Securities  Exchange  Act  of  1934;  (3)  tender  offer  and  merger  proxy  filings  under 
the  Securities  Exchange  Act  of  1934;  and  (4)  other  filings  and  reports  under  the 
Independent  Offices  Appropriations  Act. 

Currently,  the  Commission  is  funded  through  a  combination  of  appropriated  fund¬ 
ing  and  offsetting  fee  collections  from  the  registration  of  securities  under  section 
6(d)  of  the  Securities  Act  of  1933.  By  statute  the  section  6(b)  fee  rate  is  l/50th  of 
1  percent  of  the  aggregate  value  of  the  securities  being  registered.  This  fee  rate  has 
been  changed  annually  through  the  appropriations  bill  to  l/40th  in  fiscal  1990  and 
1991,  l/32nd  in  fiscal  1992  and  1993,  and  l/29th  in  fiscal  1994.  The  amount  up  to 
l/50th  goes  directly  to  the  U.S,  Treasury.  The  difference  between  l/50th  and  the 
higher  fee  rate  of  l/29th  is  the  “offset”  that  is  used  to  fund  the  Commission.  For 
example,  in  fiscal  1993,  the  Commission  received  $127  million  in  appropriated 
funds,  $96  million  in  offsetting  fee  collections,  and  $30  million  from  prior  year  unob¬ 
ligated  balances,  for  total  funding  of  $263  million.  However,  the  Commission  col¬ 
lected  a  total  of  $517  million  in  fees,  including  all  of  the  other  fees  collected  by  the 
agency  which  go  straight  to  the  U.S.  Treasuiy. 

The  revised  fee  system  proposal  included  in  the  President’s  fiscal  1996  budget 
contains  several  changes  to  the  funding  structure  for  the  Commission.  First,  it  in¬ 
creases  the  statutory  rates  for  all  of  the  fees  required  under  the  federal  securities 
laws — registering  securities,  securities  transactions,  and  tender  offer  and  meiiger 
proxy  filings,  and  earmarks  the  increased  rates  for  Commission  use.  As  a  practical 
matter,  this  spreads  the  cost  of  the  Commission’s  appropriation  more  fully  across 
groups  regulated  by  the  Commission,  rather  then  focusing  only  on  section  ^b)  fees. 
Second,  the  proposal  would  extend  the  fees  for  securities  transactions  to  the  over- 
the-counter  marxet,  which  is  currently  exempt  from  paying  this  fee.  This  fee  expan¬ 
sion  was  recommended  by  the  Commission’s  market  20^  study,  and  it  does  not  ap¬ 
pear  to  be  controversial  in  the  industry.  Finally,  the  proposal  establishes  a  new  fee 
to  be  paid  by  investment  advisers,  if  legislation  is  enacted  amending  the  Investment 
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Advisers  Act  of  1940.  This  lenslation  has  been  approved  by  both  Houses  of  Congress 
and  is  currently  being  reconciled  through  a  staff  conference. 

Under  the  Firesident’s  proposal,  the  Commission  would  be  guaranteed  a  fiiU  ap> 
propriation.  However,  the  increased  and  new  fees  collected  by  the  Commission 
would  be  deposited  into  a  special  fund  at  the  U.S.  Treasury  ana  would  reduce  the 
appropriations  amount  so  that  the  net  effect  is  a  “zero”  appropriation  for  the  Com¬ 
mission.  The  remaini^  existing  fees  would  continue  to  be  deposited  into  the  Gen¬ 
eral  Fund  of  the  U.S.  Treasury. 

This  new  fee  system  proj^s^  by  the  President  is  estimated  to  collect  $813.6  mil¬ 
lion  in  total  revenue  of  which  $306  million  would  be  used  to  fund  the  Commission 
and  the  balance,  $507.5  million,  would  be  deposited  into  the  General  Fund  of  the 
U.S.  Treasury  for  funding  other  government  programs.  The  following  table  compares 
fee  collections  and  the  allocation  of  those  fees. 

tin  millions  of  dollars  (rour>ded  to  the  f>earest  million}) 


Total  fM 
collections 

Total  see 
funding 

sec  funding 
frofi 

appropriations 

Fiscal  year: 

1993  . 

.  517 

253 

127 

I994e  . 

.  632 

269 

58 

1995e  . 

.  814 

306 

(M 

^  In  fiscal  1995,  the  Commission  would  receive  $306  million  in  appropriated  funding,  but  as  fees  are  collected  and  de¬ 
posited  Into  the  U  S.  Treasury,  the  appropriated  funding  would  be  reduced  to  zero. 


Based  on  current  estimates,  changing  the  fee  rate  under  section  6(b)  of  the  Securi¬ 
ties  Act  to  l/27th  of  one  percent,  would  not  fully  fund  the  Commission’s  fiscal  1995 
budget  request.  The  section  6(b)  filing  rate  needed  to  fund  the  Commission’s  $306 
milhon  request  (net  of  $8.6  million  for  100  investment  adviser  FTE  which  will  be 
funded  from  new  fees  if  legislation  is  enacted)  is  l/26th  of  one  percent. 


Qu??8noNS  Submitted  by  Senator  Dale  Bumpers 

PUBLIC  UTILITY  HOLDING  COMPANY  ACT  (PUHCA) 

Question.  As  you  are  probably  aware,  1  have  been  a  vocal  critic  of  the  SEC  with 
regard  to  the  (commission’s  actions  in  carnring  out  its  re^onsibilities  under  the 
Public  Utility  Holding  (Company  Act  (PUH(;A).  While  the  (commission  has  done  a 

good  job  of  protecting  investors,  the  SEC  has  done  a  relatively  p^r  job  in  ensuring 
iiat  consumers  are  adequately  protected  from  various  transactions  engaged  in  by 
utility  holding  companies  and  their  subsidiaries.  When  the  President  was  the  Gov¬ 
ernor  of  Arkansas  he  appeared  before  the  Senate  Energy  Committee  to  testify  on 
several  Holding  Company  Act  issues  and  complained  about  the  SEC’s  negative  atti¬ 
tude  towards  consumer  protection.  Last  year  I  introduced  legislation  which  would 
transfer  regulator  authorify  over  PUHCA  fipom  the  SEC  to  the  Federal  Energy  Peg- 
ulatory  (Commission  (FER(J)  and  require  FERC  to  consolidate  various  proceedings 
which  involve  issues  arising  under  both  PUHCA  and  the  Federal  Power  Act. 

What  is  your  position  on  this  legislation? 

Answer.  The  (Commission  has  been  asked  to  testify  on  PUHCA-related  matters, 
including  proposed  legislative  changes  arising  out  of  the  Ohio  Power  case  on  May 
26,  1994,  and  is  in  the  process  of  formulating  its  position  on  these  matters.  I  would 
be  pleas^  to  provide  you  with  a  copy  of  the  (Commission’s  testimony  as  soon  as  it 
is  available. 

It  appears  that  the  legislation  may  be  stalled  duo  to  competing  iurisdictional  is¬ 
sues.  1  understand,  however,  that  the  concerns  which  underlie  the  legislation  could 
be  resolved  administratively,  and  I  have  directed  the  Commission  staff  to  take  ap- 
pr^riate  action  to  address  the  Ohio  Power  problem. 

Question,  Since  1981,  how  manv  achudicatorv  hearings  has  the  Commission  con¬ 
ducted  pursuant  to  Section  19  of  PUHCA?  Please  list  all  such  hearings  and  the 
dates  on  whi'^.h  they  occurred. 

Answer.  Since  1981,  the  Commission  has  held  three  hearingb  und^r  Section  19 
of  the  Public  Utility  Holding  Company  Act  of  1935  (PUHCA  or  I  ioldi^  Company 
Act).  In  1989,  a  hearing  was  neld  before  an  administrative  law  ju(^  in  (%W  Ci^t, 
InCv,  Admin.  Pto.  ^e  No.  3-7027.  At  issue  in  that  case  was  the  factoring  of  receiv¬ 
ables  for  nonassiKiate  companies  by  a  subsidiary  of  a  registered  holding  company. 
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The  Cominission,  on  petition  for  review  of  the  administrative  law  judge’s  decision, 
uoheld  the  staffs  position  regarding  the  limits  on  diversification.  CSW  Credit.  Inc., 
Holding  Co.  Act  Release  No.  26995  (March  2.  1994). 

In  1989,  a  hearing  was  held  in  Noverco.  Inc.,  Admin.  Pro.  File  No.  3-7097.  The 
question  presented  was  whether  the  Holding  Company  Act  permits  forei^  control 
of  a  domestic  public-utility  company.  A  decision  in  this  matter  has  been  delayed  sev¬ 
eral  times  at  the  parties’  request  as  they  attempted  to  negotiate  a  settlement  or  oth¬ 
erwise  resolve  the  issue.  The  matter  is  now  before  the  Commission  for  decision.  I 
would  expect  an  order  to  be  issued  in  the  near  future. 

Filially,  in  1990,  a  hearing  was  held  before  an  administrative  law  judge  in 
ALLTEL  C-orporation,  Admin.  Pro.  File  No.  3-7266.  The  staff,  in  that  matter,  op¬ 
posed  the  grant  of  an  exemption  to  a  telecommunications  company  that  had  ac¬ 
quired  a  public-utility  company.  The  issue  was  subsequently  mooted,  and  the  pro¬ 
ceeding  dismissed,  when  the  applicants  sold  the  utility  properties  to  a  nonassociate 
company. 

Question.  Since  1981,  how  many  requests  for  acUudicatory  hearings  have  been  re¬ 
ceived  in  PUHCA  cases  pending  before  the  SEC?  How  many  of  those  requests  were 
granted? 

Answer.  Since  1981,  the  Commission  has  received  approximately  76  requests  for 
bearing  in  approximately  30  matters.  A  number  of  the  requests  were  withdrawn 
after  tne  applicant  modified  its  proposal  to  meet  the  intervener’s  objections.  None 
of  the  remaining  requests  was  wanted. 

The  standard  for  granting  a  nearing  is  whether  a  request  raises  a  material  issue 
of  fact  or  law.  In  some  instances,  a  revest  was  denied  because  it  did  not  raise  an 
issue  within  the  ambit  of  the  Holding  Company  Act.  In  others,  the  request  was  de¬ 
nied  because  it  represented  an  effort  to  relitigate  issues  that  had  already  been  ad¬ 
dressed  and  resolved  in  another  forum. 

The  Commission  staff  works  to  resolve  contested  matters  informally  through  vol¬ 
untary  measures.  Agency  resources  do  not  permit  a  practice  comparable  to  that  of 
the  FERC,  which  routinely  sets  matters  for  hearing.  The  Commission’s  Office  of 
Public  Utility  Regulation  (Office)  receives  approximately  200  filings  each  year.  As 
the  pace  of  change  in  the  utility  industry  continues  to  accelerate,  the  Office  increas¬ 
ingly  receives  novel  and  complex  applications.  For  example,  a  single  matter — the  re¬ 
cent  acquisition  of  Gulf  States  Utilities  by  Entergy  (Corporation — consumed  approxi¬ 
mately  11  percent  of  staff  resources  over  a  16-month  period. 

Question.  During  a  hearing  last  year  before  the  Senate  Energy  and  Natural  Re¬ 
sources  Commission,  representatives  for  both  the  Arkansas  Public  Service  Commis¬ 
sion  and  the  City  Council  of  New  Orleans  festified  that,  with  regard  to  two  applica¬ 
tions  filed  by  the  Enter^  Corporation  with  the  SEC  for  permission  to  engage  in  a 
utility  project  in  Argentina  and  to  acquire  a  conservation  cormjany,  SEC  staff  told 
the  representatives  that  they  “better  wjrk  out  a  deal  with  Entergy”  because  the 
SEC  would  deny  their  requests  for  a  hearing  on  these  matters.  Does  the  SEC  deny 
that  this  statement  was  made? 

Answer.  The  Commission  staff  always  urges  regulated  holding  companies  to  ad¬ 
dress  the  concerns  of  their  state  and  local  regulators.  To  the  extent  the  staff  encour¬ 
aged  a  settlement  in  these  particular  matters,  this  was  its  intention.  The  staff  also 
encouraged  Entergy  to  reach  an  i.ccommodation  with  its  regulators  in  the  recent 
Gulf  States  matter. 

Question.  In  the  Ohio  Power  case,  the  U.S.  Court  of  Appeals  for  the  D.C.  Circuit 
essentially  ruled  that  FERC  was  powerless  to  examine  uie  reasonableness  of  costs 
associated  with  a  coal  transaction  between  two  affiliates  of  a  registered  electric  util¬ 
ity  holding  company  where  those  costs  were  charged  pursuant  to  a  contract  ap¬ 
proved  by  the  SEC  under  PUHCA.  Does  the  SEC  believe  that  the  Ohio  Power  case 
was  decided  correctly?  Prior  to  the  Court’s  decision,  did  the  SEC  believe  that  FERC 
had  adequate  authority  to  review  the  reasonableness  of  costs  related  to  interaffiliate 
transacoona? 

Answer.  It  is  difficult  to  say  whether  Ohio  Power  was  decided  correctly.  On  the 
one  hand,  as  the  Commission  explained  in  its  testimony  last  year,  the  case  arose 
in  special  circumstances  that  are  unlikely  to  recur.  At  tne  time  the  CHP  LaserJet 
III  fiPLASS.PRSSstors  were  expected  to  benefit.  On  the  other  hand,  to  the  extent 
that  the  decision  can  be  read  to  challenge  the  ability  of  state  and  federal  regulators 
to  protect  consumers  in  the  ratemakin^  process,  it  is  cause  for  concern. 

Prior  to  the  decision,  the  Ck>mmi8sion  believed  that  FERC  had  the  authority  to 
review  the  reasonableness  of  costs  related  to  interaffiliate  transactions.  Although 
there  was  a  possibili^  of  conflict,  the  Commission  sought  to  work  in  cooperation 
with  FERC.  Many  of  the  Commission's  orders,  issued  prior  to  the  Ohio  Power  deci¬ 
sion,  expressly  disclaimed  ratemaking  authority. 
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Question,  In  the  Ohio  Power  case,  Ohio  Power  was  purchasii^  coal  from  an  afili- 
ate— Southern  Ohio  Coal  Company — ^“at  cost'’.  At  times,  Ohio  rower  was  paWng  in 
excess  of  100  percent  above  the  market  price  for  similar  coal.  In  1989  Ohio  Power’s 
wholesale  electric  customers  filed  a  complaint  at  the  SEC  requesting  the  Commis¬ 
sion  to  review  the  reasonableness  of  the  Company’s  coal  costs.  Five  years  have 

gassed  since  the  complaint  was  initially  filed,  why  hasn’t  the  Commission  acted  on 
le  complaint?  Do  you  believe  it  is  acceptable  for  an  agency  to  fail  to  act  on  a  com¬ 
plaint  for  five  years? 

Answer.  I  understand  that  in  1989,  certain  wholesale  customers  of  Ohio  Power 
intervened  in  an  application  involving  that  utility.  When  the  application  was  subse¬ 
quently  withdrawn  in  1990,  the  intervention  was  rendered  moot,  and  no  further 
Commission  action  was  required  with  respect  to  that  application.  Thereafter,  on  No¬ 
vember  27,  1992,  certain  municipal  wholesale  electric  customers  of  Ohio  Power  filed 
a  complaint  with  the  SEC  in  connection  with  another  Ohio  Power  application. 

The  company  is  e^aged  in  ongoing  efforts  to  address  the  concerns  of  the  state 
and  federal  ratemaking  authorities.  According  to  the  Commission  staff,  Ohio  Power 
has  negotiated  a  settlement  of  certain  of  its  coal  costs  with  state  regulators,  and 
is  currently  engaged  in  settlement  negotiations  with  the  state  and  FERC  concernine 
the  remaining  charges.  The  staff  has  advised  the  company  that  it  will  recommena 
that  this  matter  be  set  down  for  a  hearing  if  a  resolution  is  not  reached  within  a 
reasonable  period  of  time.  It  is  anticipated  that  this  matter  will  be  resolved  or 
brought  to  a  hearing  before  the  end  of  the  year. 

In  this  matter,  it  appears  appropriate  to  delay  formal  Commission  action  while 
the  utility  attempts  to  resolve  the  cost  issues  with  the  regulators  that  most  directly 
protect  its  consumers. 

Question.  In  the  past  the  SEC  has  advocated  the  repeal  of  PUHCA.  Does  the  SEC 
continue  to  support  repeal  of  the  Act? 

Answer.  As  noted  oy  Senator  Bumpers,  the  Commission  supported  repeal  of 
PUHCA  as  recently  as  April  1991,  when  it  submitted  its  “Authorization  for  Appro¬ 
priations  for  Fiscal  1992  through  1994.’’  Subsequently,  the  Commission  has  aavo- 
cated  reform— not  repeal — of  the  Act.  In  view  of  the  many  changes  in  the  industry, 
and  tlie  diversification  permitted  under  the  Ener^  Policy  Act  of  1992,  it  seems  ap¬ 
propriate  for  the  Commission  to  conduct  a  thorou^  study  of  the  Act. 

Question.  How  many  people  currently  employed  with  the  SEC  work  primarily  on 
PUHCA  issues?  Does  the  Commission  believe  tnat  this  is  a  sufficient  number  of  em¬ 
ployees  to  carry-out  its  responsibilities  under  the  Act? 

Answer.  In  fiscal  1994,  the  Office  of  Public  Utility  Regulation,  which  is  respon¬ 
sible  for  the  day-to-day  administration  of  the  Holding  Company  Act,  is  comprised 
of  16  attorneys,  4  financial  analysts,  1  accountant,  1  paralegal  and  2  secretaries. 

The  Commission's  resources  in  this  area  have  been  severely  strained  by  its  re- 
^nsibilities  under  the  Energy  Policy  Act  of  1992,  which  amended  the  Holding 
Company  Act  to  permit  registered  holding  companies  to  invest  in  exempt  wholesale 
generators  and  foreign  utility  companies.  The  Energy  Policy  Act  gave  the  Commis¬ 
sion  primary  responsibility  to  shield  the  consumers  of  registered  systems  from  the 
potential  adverse  effects  of  these  new  ventures.  In  response  to  the  expansion  of  its 
resiwnsibilities  in  this  regard,  the  Commission’s  fiscal  1995  budget  requests  eight 
additional  staff  years  for  the  PUHCA  activity. 

Question.  What  is  the  current  funding  level  for  the  SEC’S  PUHCA  division?  What 
does  the  Commission  believe  is  an  appropriate  funding  level? 


Answer.  The  Office  of  Public  Utility  Regulation,  which  forms  part  of  the  Commis¬ 
sion’s  Division  of  Investment  Management,  has  responsibility  for  the  day-to-day  ad¬ 
ministration  of  the  Holding  Company  Act.  As  indicated  in  the  answer  above,  the 
Commission  has  24  employees  working  in  this  office  at  a  cost  of  approximately  $2.3 
million  (including  salai^,  benefits  ana  non-personnel  expenses),  in  fiscal  1995,  the 
Commission  has  requested  8  additional  staff  years  for  this  activity  at  a  cost  of  ap¬ 
proximately  $700,000. 

Question.  Last  year  the  Vice-President  began  an  initiative  to  “Reinvent  Govern¬ 
ment”.  One  of  the  primary  goals  of  this  effort  was  to  make  government  more  effi¬ 
cient  by  reducing  bureaucracy.  Do  you  believe  it  is  efficient  for  both  FERC  and  the 
SEC  to  review  tne  same  transactions,  such  as  utility  mergers,  in  separate  proceed¬ 
ings? 

Answer.  Clearly,  a  system  under  which  different  agencies  review  the  same  trans¬ 
action  under  similar  standards  is  inefficient,  and  creates  the  possibility  of  inconsist¬ 
ent  results.  However,  FERC  and  the  SEC  approach  a  utility  merger  on  the  basis 
of  different  statutory  mandates.  Congress  enacted  the  Federal  Power  Act  to  regulate 
the  wholesale  interstate  sale  and  distribution  of  electricity,  and  so,  FERC  is  con¬ 
cerned  in  the  first  instance  with  operational  issues.  In  contrast,  the  Public  Utility 
Holding  Company  Act  was  intendea  to  prevent  financial  abuses  among  public  utility 
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holding  companies  and  their  affiliates.  Thus,  the  SEC  is  primarily  concerned  with 
corporate  and  financial  issues. 

It  appears  that  some  overlap  is  inevitable  under  the  current  regulatory  scheme. 
A  particular  transaction,  such  as  a  utility  merger,  may  require  aoproval  from  the 
SEC,  FERC,  the  Nuclear  Regulatory  Commission  and  the  affected  state  and  local 
r^ulators.  In  addition,  the  federal  antitrust  laws  may  be  implicated.  To  avoid  con* 
Dieting  determinations,  the  Commission  has  not  acted  precipitously  in  these  mat¬ 
ters,  but  instead  has  generally  awaited  state  action  and  attempted  to  coordinate  its 
eflbrts  with  FERC. 

As  noted  in  a  prior  answer,  it  seems  appropriate  at  this  time  to  undertake  a  thor¬ 
ough  stud^  of  the  Holding  Company  Act,  in  view  of  ^iie  fundamental  changes  that 
are  occurring  in  the  electnc  and  gas  utility  industries. 

Question.  As  you  know,  utility  holding  companies  are  seeking  an  amendment  to 
PUHCA  which  would  permit  them  to  provide  certain  telecommunications  services. 
It  is  my  understanding  that  you  have  written  to  Congressmen  Dingell  and  Sharp 
to  ex^ss  your  concern  about  a  PUHCA  amendment  proposal  floated  by  Congress¬ 
man  boucher.  Given  the  utilities*  poor  track  record  with  regard  to  diversification, 
do  you  believe  it  would  be  wise  to  repeal  PUHCA  constraints  on  utility  holding  com¬ 
pany  diversification? 

Answer.  On  February  17,  1994,  I  sent  a  letter  to  Representatives  Boucher,  Mar- 
key  and  Sharp,  stating  that  the  diversification  of  public-utility  holding  companies 
into  businesses  unrelated  to  their  core  utility  activities  raises  serious  questions 
about  investor  and  consumer  protection. 

In  recent  years,  a  number  of  holding  companies  exempt  from  regulation  under 
PUHCA  have  undertaken  ambitious  diversification  programs,  onl^  to  meet  with  sig¬ 
nificant  reversals.  As  a  result,  many  have  disposed  of  nonutility  interests  that  have 
little  connection  to  their  core  utility  business. 

Registered  holding  companies  have  escaped  such  losses,  in  large  part  because  the 
Holding  Company  Act  requires  a  “functional  relationship”  between  a  nonutility  in¬ 
terest  and  the  core  utility  business  of  the  registered  system,  and  so  prevents  diver¬ 
sification  by  rt  ristered  holding  companies  into  activities  unrelate<l  to  their  core  util¬ 
ity  operations. 

Tms  restriction  does  not  apply,  however,  to  investments  in  exempt  wholesale  gen¬ 
erators  and  foreign  utility  companies.  The  Energy  Policy  Act  of  1992  permits  reg¬ 
istered  holding  companies  to  invest,  generally  without  limit,  in  these  entities.  At 
present,  registered  holding  companies  can  readily  invest  up  to  $7  billion  in  these 
entities.  The  Commission  has  adopted  rules  that  are  intended  to  protect  consumers 
from  the  potential  adverse  effects  of  these  investments.  It  is  too  early,  however,  to 
comment  on  the  results  of  these  new  ventures. 

Any  attempt  to  loosen  PUHCA*s  strictures  must  take  into  account  the  need  to  pro¬ 
tect  consumers.  This  issue  is,  of  course,  a  key  concern  with  respect  to  the  various 
proposals  to  permit  registered  holding  companies  to  engage  in  telecommunications 
activities  that  are  unrelated  to  their  core  utility  business.  If  unrestricted,  the  size 
of  the  potential  investment  in  these  activities  may  make  it  difficult,  if  not  impos¬ 
sible,  for  the  Commission  to  continue  to  protect  the  public  interest  and  the  interest 
of  investors  and  consumers. 

Chairman  Markey  and  others  have  expressed  concern  that  deregulation  in  this 
area  could  lead  to  a  recurrence  of  abuses— such  as  self-dealing,  cross-subsidization, 
the  concentration  of  economic  control  in  entities  that  are  not  susceptible  of  effective 
state  regulation,  and  the  creation  of  highly  leveraged  and  complex  corporate  struc¬ 
tures — that  led  to  the  passage  of  the  Act  in  1935.  Any  legislation  will  have  to  ad¬ 
dress  these  issues. 

Question.  1  recently  wrote  Senator  Hollings  to  express  my  concerns  about  utility 
holding  company  involvement  in  the  provision  of  telecommunications  services.  One 
of  the  areas  of  greatest  concern  is  the  potential  inability  of  FERC  and  the  state  util¬ 
ity  commissions  from  ensuring  that  costs  associated  with  the  provision  of  load-mari- 
agement  (conservation)  services  are  reasonable  as  a  result  of  the  Ohio  Power  deci¬ 
sion.  Do  you  believe  that  the  Ohio  Power  issue  needs  to  be  resolved  before  PUHCA 
is  amended  to  permit  utility  holding  companies  to  engage  in  the  provision  of  tele¬ 
communications  services? 

Answer.  Diversification  into  telecommunications  activities  would  involve  inter- 
afffiiate  transactions,  and  thus  could  give  rise  to  a  new  set  of  Ohio  Power  concerns. 
As  noted  above,  these  concerns  m^  be  mitigated  or  resolved  through  administrative 
action.  Among  other  things,  the  Commission  staff  is  considering  the  possibility  of 
a  rule  that  would  generally  require  a  lower-of-cost-or-market  standard  for 
intrasystem  transactions.  In  addition,  the  Commission  has  intensified  its  efforts  to 
work  in  consultation  with  other  regulators. 
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Questions  Submitted  by  Senator  Pete  V.  Domenici 

SEC—USER  FEES  AND  SELF-FINANCING 

Question.  For  the  past  four  years  the  subcommittee  has  partially  funded  SEC  ac¬ 
tivities  through  a  fee  on  securities  remstrations.  Thus,  the  1994  appropriation  of 
$260.3  million  for  the  agency  consists  of  $57.8  million  in  directly  appr^riated  funds 
and  $202.6  million  in  tee  income  that  is  deposited  directly  in  the  SEC  appropria¬ 
tions  account. 

The  1995  budget  reouest  of  the  President  assumes  additional  and  new  fee  in¬ 
creases  that  would  result  in  fees  supporting  the  entire  budget  of  $306  million. 

However,  since  the  Administratiori's  pr^sal  would  resmt  in  these  fees  being  de¬ 
posited  in  the  Treasury  not  with  the  SEC,  the  subcommittee  would  actually  be 
scored  for  the  full  $306  million  in  budget  authority  and  associated  outlays.  That 
would  result  in  a  $200  million  increase  in  outlays  above  the  baseline. 

In  addition,  the  SEC  is  8U{)porting  legislation  that  would  make  the  agency  self- 
funded.  However,  that  legislation  is  under  the  jurisdiction  of  the  banking  committee. 

If  the  SEC  were  to  become  fully  self-financed,  what  oversight  role  would  be  re¬ 
tained  by  the  appropriations  committee  and  the  banking  committee? 

Answer.  Self-funoing  for  the  SEC  does  not  mean  self-determination.  Self-funding 
is  only  a  mechanism  to  link  SEC  fees  and  its  cost  of  operations.  The  SEC  fully  ex¬ 
pects  to  remain  subject,  under  self-funding,  to  the  exact  same  level  of  oversight  and 
control  by  the  Senate  Appropriations  and  Banking  Committees,  and  their  House 
counterparts,  that  exists  today. 

Question.  What  will  be  the  impact  on  the  agency  if  self-financing  is  not  achieved 
in  1995?  Is  there  anything  wrong  with  the  agency  being  partially  funded  through 
the  general  fund  of  the  Treasury,  along  with  almost  all  other  agencies  of  the  govern¬ 
ment? 

Answer.  If  legislation  is  not  enacted  during  this  budget  process  to  self-fund  the 
SEC,  the  agency  may  not  receive  the  necessary  level  of  funding  to  operate  in  fiscal 
1995.  If  the  SEC  must  relv  only  on  appropriated  funds,  we  understand  that  it  will 
be  very  difficult  for  the  Congressional  Appropriations  Committees  to  increase  the 
SEC’s  appropriated  funds  over  the  current  level  of  $57.9  million  due  to  "scoring”  and 
other  budgetary  rules.  In  the  worst  case,  the  SEC  will  be  forced  to  furlough  employ¬ 
ees  or  lavofT  employees  through  reductions-in-force. 

The  likely  resolution  to  this  problem  is  that  Congress  will  continue  to  fund  the 
SEC  through  a  combination  of  appropriations  and  offsetting  fee  collections.  How¬ 
ever,  this  funding  mocess  is  difiicult  to  manage  since  the  agency  cannot  be  assured 
of  the  amount  or  offsetting  fee  collections.  The  offsetting  fee  portion  of  the  agency’s 
funding  is  subject  to  market  and  other  economic  conditions  that  the  SEC  cannot 
control  or  anticipate.  In  the  event  of  a  shortfall  in  fee  collections,  the  agency  would 
not  be  able  to  plan  its  operations  and  expenditures  in  a  reasonable  manner.  For  ex¬ 
ample,  the  agency  would  be  forced  to  defer  needed  expenses  during  the  first  half 
of  the  fiscal  year  until  it  received  sufficient  amounts  of  offsetting  fee  collections. 
This  means  that  the  agency  must  delay  hiring  employees  and  allocating  travel  funds 
for  enforcement  investigations  and  inspections  of  oroker-dealers,  investment  compa¬ 
nies,  and  investment  advisers.  The  overall  effect  is  less  productivity  for  the  SEC. 


Question  Submitted  by  Senator  Slade  Gorton 
CLOSING  OP  the  SEATrLE  DISTRICT  OFFICE 

Question.  Earlier  this  year,  you  sent  a  reprogramming  request  to  the  Commerce 
Appropriations  Subcommittee  for  the  Securities  and  Exchange  Commission's  Pacific 
Re^on.  This  reprogramming  plan  consists  of  closing  the  Seattle  District  Office  and 
incorporating  its  functions  into  the  Los  Angeles  and  San  Francisco  offices.  I  have 
heard  from  many  people  across  the  state  who  are  very  concerned  about  the  impact 
Uiis  closure  would  have  on  the  Pacific  Northwest.  These  letters  have  ranged  from 
the  Attorney  General,  county  executives,  bankers,  lawyers,  small  business,  senior 
citizens,  former  SEC  employees  as  well  as  concerned  citizens. 

I  understand  and  agree  with  these  concerns.  This  closure  would  be  extremely 
harmful  to  the  Pacific  Northwest.  With  the  population  and  the  business  of  the  Pa¬ 
cific  Northwest  growing,  closing  this  office  and  relocating  its  functions  to  another 
state  would  be  ve^  damaging.  Small  business  needs  as  well  as  investors  problems 
would  not  be  as  emcieniJy  and  ad^uately  handled  as  they  are  today.  Also,  the  en¬ 
forcement  and  regulatory  role  which  is  critical  to  the  investing  community  would 
be  severely  weakened. 
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On  Tuesday,  May  Srd,  the  Senate  unanimously  adcmted  an  amendment  that  I 
[Senator  Slade  GartonJ  authored  expressing;  the  sense  of  the  Senate  which  states  “It 
is  the  sense  of  the  Senate  that  the  Securities  and  Exchange  Commission  district  of* 
fice  in  Seattle,  Washington  shall  not  be  closed,  nor  its  services,  operations,  or  staff 
be  reduced  from  the  levels  in  effect  on  January  1,  1994.  None  of  the  operations  of 
the  Seattle  office  shall  be  transferred  to  another  office  of  the  Securities  and  Ex¬ 
change  Commission.” 

Knowing  of  all  the  opposition  in  the  Pacific  Northwest  and  the  U.S.  Senate's  posi¬ 
tion  on  tms  issue,  I  suggest  you  should  reconsider  your  position  on  closing  the 
attle  SEC  district  office. 

I  would  ^preciate  hearing  your  response  on  this  important  issue. 

Answer.  The  SEC  is  venr  sensitive  to  the  concerns  raised  by  Senator  Gorton  with 
respect  to  the  impact  of  the  Seattle  Office's  closir^  on  the  services  and  assistance 
which  the  SEC  now  provides  to  his  constituents.  The  Commission  is  committed  to 
continuing  to  meet  the  regulatory  demands  and  effectively  provide  for  investor  pro¬ 
tection  in  the  Pacific  Northwest.  On  May  6,  1994, 1  sent  a  letter  to  Senator  Gorton 
stating  that  the  Commission  is  confident  that  the  Los  Angeles  and  San  Francisco 
Offices,  augmented  by  the  resources  from  the  Seattle  Office,  will  continue  to  provide 
effective  coverage  to  that  part  of  the  country.  The  Commission  is  not  lessening  its 
regional  presence  in  the  Pacific  Region.  Rather,  it  is  realigning  its  current  resources 
in  that  area  to  achieve  greater  program  efficiency  and  effectiveness  on  the  entire 
West  Coast,  including  the  Northwest. 

As  mentioned  in  a  prior  answer,  the  decision  to  close  the  Office  was  based  on  an 
analysis  of  relevant  aemographics  of  the  respective  offices  which  make  up  the  Pa¬ 
cific  Region,  including  the  number,  size  and  type  of  regulated  entities  in  these  areas. 
More  ^ecifically,  the  Seattle  District  Office  has  jurisdiction  over  only  about  3  per¬ 
cent  of  all  regulated  entities  registered  with  the  Commission  (e.g,,  broker-dealers 
doing  a  public  business,  transfer  agents,  investment  company  complexes  and  invest¬ 
ment  advisers).  By  contrast,  the  San  Francisco  and  Los  Angeles  Offices  are  respon¬ 
sible  for  approximately  17  percent  of  all  such  registrants. 

As  one  measure  of  the  r^ative  jmwth  in  these  areas,  it  should  be  noted  that  dur¬ 
ing  the  past  ten  years  ( 1983-1993),  the  amount  of  money  under  management  in  in¬ 
vestment  company  complexes  in  the  area  serviced  by  the  Los  Angeles  and  San  Fran¬ 
cisco  Offices  has  grown  from  $14  billion  to  $231  billion.  This  represents  a  growth 
from  4.3  percent  to  12.1  percent  of  all  money  under  management  m  these  complexes 
nationwiae.  However,  in  the  Seattle  District,  money  under  management  in  such  in¬ 
vestment  company  complexes  grew  from  $3  billion  to  $12  billion  during  this  same 
period,  representing  a  decline  trom  .9  percent  to  .6  percent  of  all  assets  under  man¬ 
agement  in  rostered  investment  company  complexes. 

Given  the  Commission's  program  demands  and  the  significant  growth  of  the  con¬ 
stituencies  it  oversees  around  the  country,  it  has  become  necessary  to  change  the 
way  in  which  the  Commission  deploys  its  staff.  An  effective  organization  in  govern¬ 
ment,  like  an  effective  business,  must  sometimes  make  tough  and  unpopular  deci¬ 
sions  to  maximize  efficiencies  in  resource  allocation  and  pn^uctivity  of  operations. 
The  consolidation  of  the  Commission's  offices  on  the  West  Coast  was  such  a  deci¬ 
sion. 

I  am  personally  committed  to  providing  and  maintaining  an  active  presence  in  the 
Northwest  area,  and  agree  to  revisit  the  area  within  six  months  oi  the  closure  of 
the  battle  Office  to  assess  the  success  of  the  Commission's  efforts  to  maintain  this 
level  of  oversight  and  activity. 

CONCLUSION  OF  HEARINGS 

Senator  Rollings.  The  subcommittee  will  be  in  recess  subject  to 
the  call. 

[Whereupon,  at  11:48  a.m.,  Thursday,  May  5,  the  hearings  were 
concluded,  and  the  subcommittee  was  recessed,  to  reconvene  sub¬ 
ject  to  the  call  of  the  Chair.] 
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DEPARTMENTS  OF  COMMERCE,  JUSTICE,  AND 
STATE,  THE  JUDICIARY,  AND  RELATED 
AGENCIES  APPROPRIATIONS  FOR  FISCAL 
YEAR  1996 


U.S.  Senate, 

Subcommittee  of  the  Committee  on  Appropriations, 

Washington,  DC. 

NONDEPARTMENTAL  WITNESSES 

[Clerk’s  note. — Due  to  the  subcommittee’s  schedule,  nondepart- 
mental  witnesses  could  not  present  testimony  to  the  subcommittee, 
so  by  direction  of  the  chairman,  the  following  statements  were  re¬ 
ceived  for  inclusion  in  the  record;] 

I 

DEPARTMENT  OF  COMMERCE 

statement  of  JONATHAN  L.  TAYLOR.  PRINCIPAL  CHIEF,  EASTERN 
BAND  OF  CHEROKEE  INDIANS 

Hr.  Choirmon  and  Distinguished  Henbera  of  the  (louse  Appropriotions  Sub-Commit  tee  on 
CoflMMerce,  Justice,  State  the  Judicial  and  Related  Agencies,  1  am  Jonathan  L.  Toylor, 
Principal  Chief  of  the  Eastern  Dand  of  Cherokee  Indians.  Uiank  you  for  providing  me  the 
opportunity  to  submit  testimony.  Our  Tribe  consist  of  10,700  members  ond  our  reservation 
contains  56,000  acres.  Ve  ore  located  in  the  western  part  of  the  State  of  North 
Corollno,  directly  adjacent  to  the  Great  Smoky  Mountains  National  Park. 

Trcotica  forged  between  the  United  States  and  Indian  leaders  during  the  Inst  two 
centuries  crested  the  foundation  of  Indion  Law.  These  treaties  with  Congress  rccognlr.c 
the  existence  of  sovereign  governments  within  the  boundaries  of  the  United  Slotes.  As 
port  of  these  agreements,  the  United  States  entered  into  a  unique  trust  relationship  with 
Indian  tribes.  President  Clinton  affirmed  that  his  administration  will  give  tribol 
government  say  in  distribution  of  federal  funds  geored  toward  economic  growilt,  affordable 
health  core  ond  Improved  education. 


MINORITY  BUSIKKSS  DEVElOrHEHT  AGENCY  -  Our  Cherokee  Native  American  Duslncss  Development 
Center  is  funded  through  the  Minority  Business  Development  Agency,  on  office  of  the 
United  States  Department  of  Commerce.  was  originally  created  in  1969  by  Executive 
Order  11625  ond  was  known  Initially  as  the  Office  of  Minority  Business  Enterprise  (OftUE). 
The  purpose  of  KBDA  Is  to  develop  and  co-ordinate  a  national  program  of  financial  and 
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tcchnlccl  asfllfltMce  for  alnoritj  firms.  Technical  assistance  is  broken  Jown  into  tl»c 
broad  categories  of  accounting,  procurettent  assistance,  [Inancial  pockoglng,  bonding 
assistance,  marketing  and  general  management. 

Our  program  serves  opproximately  100  clients  a  jreor.  Doc  to  a  funding  sitot  tngc  of 
$100,000,  ue  are  unoblc  to  fund  approximate Ijr  350  clients  operoting  o  business’  on  the 
Reservation.  Our  moln.offlce  is  located  In  Cherokee  ond  ue  operate  a  sntcllLtc  office  lit 
AaheviUe,  HC  which  now  serves  17  counties  located  within  Western  North  Carolina. 

These  services  are  invaluable  to  start-up  minority  firms  and  to  those  existing  firms 
needing  to  expend.  Ancricon  Indian  firms  hove  on  espcciolly  acute  iinc<l  for  these 
management  and  technical  aasistance  services  because  of  the  unLc|uc  problems  encountered 
on  Indian  Reservations*  Problems,  auch  as  trust  properly  being  used  to  col Intcroll/.o 
loons  and  accure  bonding  ond  dealing  with  a  myriod  of  Biircou  of  Indinn  Affnlts 
regulations  and  paperwork  associated  with  leasing  property,  must  be  dealt  with  on  a  duliy 
basis.  Cherokee  Indian  Business  Development  Center  services  must  bo  mainiaincd  to  allow 
private  Indian  businesaea  to  have  at  least  a  fighting  chance  of  survival. 

Unfortunately,  funding  to  support  HBDA's  Indian  Business  Development  Centers  lion  not  kept 
pace  with  the  need.  For  the  last  three  years,  funding  tins  remained  static  nnd 
incredibly,  for  tl>e  years  of  1902-1989,  funding  decreased  by  43X.  As  o  result  of  these 
cut  backs,  staff  of  the  Cherokee  Indian  Business  Development  Center  has  dropped  from  o 
high  of  six  to  the  current  level  of  four.  Support  ond  administrative  costs  such  ns 
supplies,  phone  ond  trovel  have  also  been  reduced,  which  further  limits  the  t)uailLy  of 
services  wc  can  render. 

To  effectively  deal  with  the  needs  of  the  Clierokcc  Business  Community  ond  for  other 
Indian  Centers  throughout  the  country  to  deal  with  their  needs,  MBDA  needs  ot  least  o  50Z 
incrcose  In  current  program  funding  levels.  This  would  allow  us  to  liire  sloff  nnd  secure 
support  services  at  a  level  that  would  permit  us  Lo  give  the  quantity  nnd  qu.ilLty  of 
service  needed  for  our  Cherokee  firms'  survival. 


ECONOMIC  DKVFJJPPMEWT  -  The  Eastern  Bond  of  Cherokee  Indians  contintirs  to  promote 
commercial  and  industrial  development  on  the  Reservation.  It  is  onr  goal,  ihrough 
capital  Investments  from  both  Indlon  and  non-lndinn  entrepreneurs,  to  create  Jobs,  soles 
and  ultimately  tax  revenue  to  the  Tribe.  The  resulting  revenue  ond  availability  of  goods 
and  services  on  tiie  Reservation  will  result  in  the  reversol  of  Reservation  dollars 
flowing  to  off  Reservation  communities.  For  example,  a  recent  Reservation'  survey 
indicated  that  83X  of  tribal  member  grocery  purchases  were  made  off  tlic  Reservolion  and 
90X  of  non-grocery  items,  such  as  clothes  and  household  goods,  were  purchased  off  the 
Reservation.  This  does  not  include  substantial  of f-Rescrvalion  expenditures  made  by  the 
approximately  350  local  sicrchanta. 

To  achieve  economic  self-sufficiency,  ns  mandated  in  federal  legislation,  wc  must  create 
a  strong  and  positive  investment  in  order  to  compete  effectively  with  our  non-Indian 
neighbors.  If  we  fail  in  achieving  this  goal,  our  Reservation  and  its  pcofile  will 
continue  to  moke  significant  xionetary  contributions  to  the  growth  of  non-lndlnn  ocotiomLcs 
in  weatern  North  Carolina,  eastern  Tennessee,  and  northern  Georgia  and  South  Carolina. 
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Sif»c«  th«  •Id-I940s  the  econoMj  of  the  Eastern  Bard  ol  Cherokee  Indians  l>ds  been  bo.scd  on 
tourlM.  Whilo  ire  liave  attempted  to  diversify  o  -r  economic  base  over  the  yenrs,  tl>c 
tourism  industry  continues  as  our  top  industry.  Our  efforts  at  economic  diversity  oiid 
grovth  have  been  severely  hampered  by  federal  procedures  l^^lch  place  our  tribe  and  others 
at  s  serious  dlsodvontoge  when  competing  with  non-Indlsn  economic  development  sgcncics. 

HoderniKing  governnentol  review  procedures  ia  woefully  overdue.  Tlic  Cherokee  Reservnclon 
has  not  been  able  to  keep  up  with  tl>e  surrounding  non-Indian  communities  In  tourism  or 
facility  development,  primarily  because  of  the  inflexible  leasing  legulnlions  ond  tlic 
inordinate  delays  experienced  by  potential  developers  ond  Investors.  We  believe  much  of 
this  problem  could  be  alleviated  in  Cherokee  by  delegation  governmental  approval  on  a 
local  level.  Additional  emphasis  should  be  directed  toward  direct  and  guorontee  lonns 
for  economic  development. 

The  government  should  take  the  initiative  in  the  develo|vDcnt  of  Iisdlnn  enterprise  r.oncs 
or  special  Investment  tax  credits  for  enterprises  locating  on  the  Reservation.  Wo  at 
Qterokec  do  not  have  tlie  available  copital  to  offset  tlie  incentives  of  .surrounding 
communities  toward  business  end  industry.  Over  half  of  our  sales  tax  (levy)  receipts, 
approximately  1.5  million  dollars  goes  toward  providing  police,  fire,  sanitotion  and 
solid  waste  service  on  the  Reservation.  These  services  that  the  Eostern  Band  of  Cherokee 
Indiana  is  providing  is  currently  being  provided  by  the  Bureau  of  Indian  Affoirs  on  other 
Reservations.  Over  the  yeora,  I  have  continued  to  request  the  Bureau  of  Indian  Affairs 
for  assistance  for  these  programs  but  hove  not  had  success.  Tills  fact,  clone  with  the 
Tribal  subsidy  of  other  necessary  programs  has  the  Tribal  government  operating  in  o 
budget  deficit  situation.  Our  only  salvation  is  to  increase  revenues  throiigti  economic 
development  on  the  Reservation,  keep  Reservation  dollars  on  the  Reservation  and  ottroct 
non  Rcservotion  dollars  to  the  Reservation. 

Over  the  years  the  Eastern  Band  of  C^icrokcc  Indlons  has  received  vital  support  from  the 
Economic  Development  Administration,  with  the  Department  of  Commerce,  Planning  and 
public  works  grants  have  been  vital  to  previous  economic  development  project  successes  on 
the  Cherokee  Indian  Reservation.  However,  planning  grant  funds  have  decreased  from 
$55,C>OO.CX)  in  tl>e  1970'8  to  $49,000.00  In  1994.  Factored  with  inflation,  It  is  obvious 
that  the  tribes  planning  compacity  has  actually  decreased  over  the  years  due  to 
availability  of  funds.  We  request  Congress  to  increase  appropr lotions  of  planning 
assistance  funds  by  lOOZ.  To  adequately  fund  the  economic  development  planning  needs  on 
the  Cherokee  Indian  Reservation,  we  need  to  be  funded  at  least  at  a  $100,000.00  per  year 
level. 

Public  works  grant  programs  in  support  of  water  and  sewer  infrastructure  as  well  as 
industrial  projects  are  a  key  to  community  and  industrial  development  on  Indlon 
Reservationa.  The  inadequate  infrastructure  within  the  Indlon  Reservation,  os  well  as 
moat  rural  AsMrlca,  poses  substantial  disadiantagea  in  our  efforts  to  attract  new  and 
expanding  Industry.  The  EDA  Public  Works  Program  la  a  vital  tool  In  the  funding  support 
infrastructure  related  to  community  and  industrial  growth.  I  feel  it  la  impcralivc  lliot 
Congress  fully  funds  the  Economic  Developments  Administrations  Public  Works  needs. 
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CAWlilS  -  CmIhi  rftventM*  hav«  proven  to  be  •  crltlcel  aspect  ol  econonlc  growth  ir»  Indion 
Country,  providing  funding  for  delivery  of  beaic  governeent  services  to  reservation 
renldents  (Indian  an^  non-lndlnn),  aa  veil  aa  assisting  the  devclopiaent  of  Tribal  and 
private  business  enterprises  on  reservations >  The  Adainiatration  should  support 
legislation  that  would  take  the  states  out  of  Class  III  gaaing  coapact  negotiations  in 
cases  vhers  states  refuse  to  negotiste  In  good  faith  or  resort  to  litigation  challenging 
the  constltutlonsllty  of  the  IGRA.  In  such  cases,  the  lav  should  authorize  negotiation 
between  tribes  and  the  Secretary  of  the  Interior  or  soote  other  federal  official  to  set 
the  parameters  of  Class  111  gaming.  While  gaming  was  touted  as  one  of  the  economic 
development  tools  which  could  become  a  basis  for  self-sufficiency  by  tiibca,  many  states 
have  passed  legislation  approving  some  form  of  gaming.  Most  arc  citing  the  success  of 
gaaing  on  Aeservntlons  as  why  non-Indians  should  also  adopt  gaming  as  a  way  to  enhnnee 
their  financial  posture.  In  tiro  near  future  tiie  strongest  competition  to  Indian  gnmlng 
will  bo  from  the  proliferation  of  non-Indian  gaming  opportunities)  thus  reducing  the 
potential  success  of  Indian  gaming. 


■ECOHOMIC_  PEVElDftlEfrr  IKFKAS'nmCTURE  -  In  order  to  promote  ond  attroct  economic 
development  related  projects  to  Reservation  communities,  it  is  essential  th.nl  basic 
infrastructure  exists  to  support  business  development  activities.  At  Cherokee  vc  liavc 
placed  the  achiever  ent  ond  development  of  basic  water,  sewer,  solid  wasle,  streets/roads, 
sidewalks  and  street  lighting  as  a  high  priority.  We  strongly  encourage  Congress  to 
incorporate  these  basic  economic  and  community  needs  within  the  appropriations. 


BjOWOMIC  DEVEUOTWEWT  IWCEHTIVES  -  Reservation  Communities  like  many  Inner  city 
communities  experience  extremely  high  levels  of  poverty,  social  problems,  uncmptnymciit 
end  underemployment.  Again,  I  reiterate  this  la  the  result  of  difficulties  In  attracting 
business  and  industry  to  locate  within  Reservation  communities. 

I  feel  a  mechanism  to  make  Reservation  communities  attractive  to  capitol  Investment  is 
necessary  to  overcome  the  many  trust  and  red  lope  obstacles  which  currently  inhibit 
economic  and  community  growth  within  our  respective  Jurisdictions.  The  following 
suggestions  are  for  the  Comnittcea  consideration:  (1)  Establish  Reservation  communities 
as  Enterprise  Zones  and  provide  speciel  investment  tax  or  related  incentives  for  business 
investment  on  Tribal  lands.  (2)  Increase  planning  assistance  grants  to  Tribes.  (3) 
Increase  the  appropriations  for  public  works  progrems.  The  above  three  are  vital  In 
providing  a  competitive  advantage  for  Tribes  competing  with  adjacent  comnunitics/orens 
for  economic  development  opportunities. 


TOURISM  -  In  the  Rural  Tourism  Initiative  elgned  by  President  Bush,  a  program  was 
Introduced  to  develop  tourism  in  rural  America.  Included  is.  the  potential  that  exists  on 
many  Reservations;  however,  the  legislation  does  not  provide  any  financiol  support  to 
carry  out  suggested  programs  of  tourism  developsient.  Within  the  structure  of  the 
Initiative,  a  Rural  Tourism  Foundation  was  established  which  is  to  raise  monies  which 
will  be  avalleble  through  grant  applicatlona.  Indian  representation  on  itro  Foundation 
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Board  la  mndated  but  thla  position  has  not  boon  properly  (llletl  ns  rc<|ii{rcd  In  the 
Irglslntion. 

The  Dcpartacnt  ol  CoMserce  Must  include  tourisa  nn  a  luijor  imrl  of  Hiclr  cconowic 
developatent  prograns  In  assistance  to  tribes  as  m>ch  of  rural  Anerlco,  and'  the 
governacnt,  aces  tourlsa  aa  a  new  frontier  to  be  developed. 

1  request  the  Departnent  of  CoMncrce  to  recognize  Lourisa  os  having  a  strong  potential 
for  econOMlc  developstcnt  on  Indian  Reservations  and  to  integrate  tourisa  an  a  priority. 
I  also  urge  the  Department  to  interface  with  other  federal  agencies,  such  as  the  United 
States  Travel  and  Tourism  Administration  as  well  aa  qualified  tribes  such  ns  the  Costern 
Band  of  Cherokee  Indians,  In  formulating  policies  and  procedures  to  ossuce  tourism 
development  on  Indian  lands  will  keep  pace  with  development  in  non~lndinn  areas  of  the 
United  States.  Outcomes  of  federal  tourism  meetings  should  funnel  down  to  tribal 
governments  who  are  the  direct  beneficiary  of  such  data. 

Tourism  to  Cherokee  generates  about  75  percent  of  our  economic  base.  Our  marketing 
efforts  ere  a  result  of  both  the  tribe  and  private  business  community  each  contributing 
about  SO  percent  of  the  finances.  Ko  federal  funds,  other  than  lnfre«|ucnl  grant  monies, 
have  been  used  to  asslat  us  in  our  tourism  promotional  efforts.  Each  year,  with  our  very 
limited  resources,  we  find  ourselves  at  a  strong  marketing  disadvantage.  Catliuburg  nnd 
Pigeon  Forge,  just  35  miles  away  In  Tennessee,  spend  over  $^, 000, 000  in  advertising  while 
Cherokee’s  budget  Is  about  $280,000.  We  are  forced  to  struggle  in  o  highly  competitive 
industry  without  a  large  menu  of  options  for  assistance. 

1  also  urge  the  reading  of  the  "Customer  Views  on  Federal  Policies,  Progrnnis  and 
Activities  Related  to  Travel,  Tourism  and  Recreation"  which  is  part  of  the  Department  of 
Commerce's  recently  completed  Focus  Group  Report  for  the  Tourism  Policy  Council.  Hits 
document  is  Important  since  it  Is  the  private  sectors'  voice  regarding  federal  tourism 
programs  and  policies. 

So  again,  Hr.  Chairman,  vc  arc  expressing  some  hcnrtfelt  burdenii  the  dicrokrc'a  focc  due 
to  budget  restraints  effecting  the  economic  development  of  the  Cficrokcc  Tribe.  Tour 
participation  in  recognleing  trlboi  sovereignty,  upholding  the  federal  trust 
responsibility  and  building  a  tribal-federal  relationship  based  on  mutunl  coopcrntlon  nnil 
respect  will  cnhoncc  the  advancement  of  our  Tribe, 

In  closing,  Hr.  Oialrman  end  Distinguished  Members,  1  would  like  to  extend  my 
appreciation  to  you  for  providing  the  opportunity  for  me  to  present  this  testimony.  I1ic 
Fostern  Band  of  Qierokee  Indiana  hos  enjoyed  an  extended  end  productive  rclntionshi p  with 
Congress  and  this  Sub-Committee  and  we  are  extremely  grateful  for  ll>c  support  and 
understanding  you  have  provided  to  the  Cherokee  Tribe. 


STATEMENT  OF  ORLANDO  R.  POZZUOL!,  PRESIDENT  AND  CHIEF 
EXECUTIVE  OFFICER,  SACRED  HEART  HEALTHCARE  SYSTEM 

Mr.  Chiimum  and  Memben  of  the  Subcommittee,  thank  you  for  providing  me  with  this 
opportunity  to  provide  a  statement  for  the  record  to  your  Subcommittee.  In  my  testimony,  I  will 
tell  you  about  a  unique,  long-range  plan  to  improve  the  delivery  of  health  care  and  social 
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services  underwty  in  Allentown,  Pennsylvinii  that  will  assist  the  City  in  its  economic 
development  efforts. 

Specificaily,  Sacred  Heart  Healthcare  System,  in  concert  with  city  and  county  officials, 
is  in  the  process  of  developing  the  Allentown  Health  Park.  The  Allentown  Health  Park  will 
integrate  health  care  and  social  services  to  provide  the  recipients  of  these  services  with  a 
*seamless*  continuum  of  care.  It  will  also  put  added  resources  in  the  hands  of  providers.  Social 
services  agencies  will  be  better  equipped  to  assist  their  clients  with  health  care  i^ues.  Further, 
there  will  be  improved  coordination  among  the  various  agencies.  Similarly,  health  care 
providers  will  be  ^1e  to  coordinate  with  social  services  agencies  to  augment  the  care  of  patients. 
For  instance,  Sacred  Heart  will  be  better  able  to  assist  elderly  patients  by  working  closely  with 
the  Lehigh  County  Senior  Citizens  Program  to  ensure  that  the  patient  will  be  well  cared  for  after 
leaving  the  hospital;  and  the  social  services  agencies  can  insure  that  a  low-income  expectant 
mother  will  get  adequate  prenatal  care.  Finally,  the  presence  of  all  of  these  services  in  a  central 
location  provides  convenience  for  the  recipients  of  services  and  incentive  for  them  to  utilize 
services. 

the  Health  Park  will  be  located  in  the  center  of  the  city,  adjacent  to  Sacred  Heart,  a  293 
bed  acute  care  ho^tal.  This  neighborhood  is  among  the  most  disadvantaged  in  the  City.  In 
addition  to  the  hospital  and  an  existing  medical  ofTioe  building,  the  Health  Park  will  include  the 
Center  for  Primary  Health  and  Family  Practice  Development,  an  out-patient  cancer  center  with 
medical  ofRoea,  hosing  for  the  elderly,  the  county  human  service  agencies,  city  health  services, 
and  community  social  service  organizations. 

Although  the  City  of  Allentown  and  Lehigh  County  are  active  participants  in  the  Health 
Park,  I  will  address  only  the  health  care  delivery  aspects  of  the  park,  particularly  the  Center  for 
Primary  Health  and  Family  Practice  Development,  for  which  Sacred  Heart  is  seeking  support 
from  your  Subcommittee  under  the  auspices  of  the  Economic  Development  Administration  in 
the  sum  of  $7.75  million  in  Fiscal  Year  1995. 


Tbe  Center  for  Primary  HeaKh  and  Family  Practice  Development 

Sacred  Heart  Healthcare  System  has  been  operating  as  a  non-profit  institution  in 
Allentown  since  1912.  Since  its  founding,  providing  health  care  services  to  those  in  need  has 
been  at  the  cornerstone  of  our  philosophy;  as  a  result,  we  have  a  profound  understanding  of  the 
health  care  needs  of  the  community  and  know  (hat  these  necessary  services  cannot  be  adequately 
delivered  in  a  hospital  setting.  It  is  for  this  reason  that  we  have  pursued  and  begun  to  implement 
the  proposal  I  am  about  to  describe  to  you. 

It  is  our  vision  that  the  Center  for  Primary  Health  and  Family  Practice  Development  will 
serve  as  (he  anchor  of  the  Health  Park.  Spcciflc^ly,  the  Center  will  be  dedicated  to  the  delivery 
of  prinuuy  and  preventive  health  care  services  to  the  medically  underserved  residents  of 
Allentown  In  an  environment  designed  to  contain  spiraling  health  care  costs.  The  Center  will 
focus  on  disease  prevention,  health  promotion  (maintenance  and  screening),  health  education, 
and  when  necessary,  provide  treatment  and  intervention.  By  focusing  on  prevention  and  early 
detection,  costly  hospital  stays  can  be  reduced  and  the  health  status  of  the  population  improved. 
The  services  provided  will  be  culturally  sensitive,  allowing  for  broader-baWd  use  by  the  at-risk 
population. 

The  Center  will  also  focus  on  community  education  in  the  areas  of  primary  care, 
preventive  medicine,  health  maintenance  and  promotion.  This  program  will  raise  community 
awareness  and  encourage  individuals  to  assume  more  responsibility  for  their  health  and  the 
health  of  their  families.  Finally,  the  Center  will  serve  to  increase  the  number  of  medical 
professionals  who  pracdoe  family  medicine  in  the  Allentown  area  and  in  the  region.  The  Center 
will  be  t  model  teeing  facility  for  Family  Practice  residents,  who  are  well-suited  to  deliver 
primary  care  services.  The  Center  will  also  provide  training  for  nurse  praeddoners  who  desire 
to  specialize  in  a  primary  care  discipline,  and  for  dental  residents.  Because  of  Sacred  Heart's 
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lon|standtng  leadership  role  in  the  delivery  of  primary  care  in  Allentown,  we  feel  that  we  are 
uniquely  qualified  to  develop  the  Allentown  Heiuth  Park  and  to  operate  the  Center  for  Primary 
Health  and  Family  Practice  Developmenl. 


The  Need  for  SciTkeo 

There  it  little  doubt  that  there  is  a  tremendous  need  in  Allentown  for  the  innovative 
approach  to  health  care  and  social  services  that  the  Health  Park,  and  the  Center  for  Primary 
H^th  and  Family  Practice  Development  in  particular  will  provide.  The  following  profile  of 
the  City  of  Allentown  will  shed  considerable  light  on  this  netd. 

The  City  of  Allentown  has  a  population  of  105,000  and  is  home  to  growing  populations 
of  elderly  residmts  and  minorities,  particularly  Hispanics.  The  elderly  account  for  17  percent 
of  the  City's  residents  and  this  population  will  increase  significantly  in  the  next  10  yean. 
Hispanic  residents  make  up  another  12  percent  of  the  population.  In  addition,  22  percent  of  the 
City's  residents  are  children. 

Many  of  Allentown's  residents  are  considered  low-  and  middle-income  earners.  An 
overwhelming  33  percent  of  Allentown's  42,600  households  rely  on  Social  Security  income. 
As  measured  in  dollan,  these  residents  have  a  mean  Social  Security  income  of  $8,256  a  year. 
Another  8.5  percent  of  Allentown's  residents  receive  public  assistance.  According  to  the  latest 
census,  13  percent  of  the  City's  residents  live  below  the  poverty  level.  Among  children  under 
the  age  of  five,  26  percent  live  in  poverty,  and  51.5  percent  of  all  Hispanic  children  in  the  City 
live  in  poverty,  rarildng  Allentown  tenth  nationally. 


Health  Care*s  Role  lo  Economk  DevelopciieDt 

Research  shows  that  programs  which  seek  to  improve  the  health  status  of  the  community 
aids  economic  development  by  reducing  health  care  costs,  reducing  the  incidence  of  potentially 
debilitating  diseases,  improving  sanitation,  and  maintaining  a  healthy  population.  In  addition, 
the  Center  will  help  lo  revitalize,  beautify,  and  improve  the  security  in  the  neighborhood.  Under 
the  Public  Works  and  Development  Facilities  Program,  the  Economic  Development 
Administration  has  outlined  several  enter !t  that  proposed  projects  should  meet.  Sacred  Heart 
firmly  believes  that  its  proposal  to  establish  the  Center  for  Primary  Health  and  Family  Practice 
Development  satisfies  four  of  the  five  selection  criteria. 

Job  Creation:  The  Center  for  Primary  Health  and  Family  Practice  Development  will 
create  jobs  for  Allentown  residents  in  both  the  short-  and  long-term.  In  the  short  term,  the 
construction  of  the  Center  will  add  200  jobs  for  the  construction  trades  for  approximately  one 
year.  As  is  its  long-standing  policy,  Sacred  Heart  will  only  use  local  tradesmen  and  contractors 
to  ensure  that  the  funds  used  to  build  the  Center  also  aid  the  local  community.  Supporting  local 
manufacturen,  oontracton  and  tradesmen  creates  spin-off  revenues  that  serve  to  further 
strengthen  the  economy.  In  the  long  term,  the  Center  will  create  high-skilled  and  well-paying 
jobs  for  the  health  care  and  social  services  professions.  These  jobs  include  physicians,  dentists, 
dental  hygienists,  nurses,  nurse  practitioners,  technicians,  social  workers,  translators  and  medical 
clerks.  In  addition,  a  limited  number  of  positions  will  be  created  for  workers  in  security, 
environmental  services  and  groundskeeping.  Finally,  the  Center  will  allow  for  the  retraining 
of  Registered  Nurses  and  other  health  care  professionals  to  practice  in  an  ambulatory 
environment  rather  than  an  acute  care  setting,  which  will  better  serve  a  reformed  health  care 
environment. 

Beoefks  to  Lower  lacome  Families  and  the  Unemployed:  The  entire  premise  of  the 
Corner  to  provide  accessible  and  affordable  health  care  services  to  the  medically  underserved 
who  live  within  the  city  limits  of  Allentown.  In  many  cases,  the  Center  will  provide  the  only 
health  care  services  available  lo  the  underinsured,  uninsured  and  unemployed.  It  is  expected  that 
these  residents,  many  of  whom  do  not  have  access  lo  primary  and  preventive  health  care 


920 


services,  will  represent  the  majority  of  patients  using  the  Center.  Further,  Sacred  Heart  has 
long  been  the  aru^  to  maintaining  the  vitality  of  downtown  /^llentown.  At  Sacred  Heart 
expands  its  presence  li  and  commitment  to  downtown  Allentown ,  the  security,  appearance  artd 
economic  viability  of  the  local  community  will  be  enhanced. 

FdIfUlraeoA  of  Pressliig  Needs  Is  tbe  Area;  There  is  ample  evidence  that  there  is  a 
great  iMod  for  a  primary  health  care  facUity  in  Allentown.  In  fiscal  year  1992,  Sacred  Heart's 
clinics,  which  deliver  care  lo  resldenu  with  a  limited  ability  to  pay  for  medkal  services, 
registered  more  than  16,000  visits.  Additionally,  Sacred  Heart's  emergency  room  is  providing 
non-emergency  services  to  area  resid^nU.  According  to  hospital  records,  50  percent  of  the 
33,600  visits  to  Sacred  Heart's  emergency  AX>m  in  fiscal  year  1992  were  categorized  as  non¬ 
urgent.  Hospital  records  also  indicate  that  '1^  emergency  room  serves  primarily  Allentown 
residents  and  that  a  majority  of  these  patients  receive  medkal  assistance  or  do  not  have 
insurance.  In  fiscal  year  1993,  S4  percent  of  the  patienU  seen  in  the  emergency  room  were  from 
Allentown.  Forty-seven  percent  of  all  patienU  seen  in  the  emergency  room  relied  on  medical 
assistinoe,  while  another  10  percent  did  not  have  any  insurance  at  all.  An  astounding  70  percent 
of  the  patienU  on  medical  assistance  who  received  services  in  the  emergency  room  resided  in 
the  ho^tal’s  zip  code. 

ComimiDHy  Support:  The  Center  his  broad-based  support  among  Allentown's  elected 
officials,  the  Allentown  School  District,  local  business  leaden,  as  well  as  the  Lehigh  County 
government  officUts.  Sacred  Heart  believes  In  the  City  of  Allentown  and  iu  economic  viability, 
and  has  been  working  with  business  and  community  leaden  toward  the  renewal  of  and 
investment  in  traditional  neighborhoods.  Sacred  Heart  and  the  Center  will  be  a  vital  partner  in 
this  process.  Specifically,  the  Center  will  replace  a  row  of  dilapidated  homes,  several  of  which 
arc  unsustainable.  This  will  add  to  the  ovt.-^l  safety  of  the  neighborhood  thrwgh  the  presence 
of  the  clink's  staff  and  patienU,  u  well  as  the  hospital's  security  force.  In  addition,  because 
the  Center  viU  provide  conveniently  located  services  to  local  residenU,  it  will  enhance  the 
concept  of  a  traditional  netghborhood  that  Allentown  officials  are  attempting  to  rebuild.  Further. 
Sacred  Heart  will  continue  to  provide  health  care  services  to  the  employees  of  local  and  county 
government  and  the  school  district. 


Mecttng  the  ChaUenge 

Although  bringing  all  of  the  necessary  elemenU  together  to  create  the  Health  Park  is  a 
challenging  task,  Sacred  Heart  has  already  made  significant  strides.  Sacred  Heart  has  been 
working  closely  with  city  and  county  officials  on  the  plan,  and  has  consulted  with  experU  at 
local  colleges  about  developing  improved  education  and  training  programs.  Most  recently,  the 
hospital  broke  ground  on  the  out-patient  cancer  center  and  a  medical  office  building.  This 
project  will  be  completed  in  January  of  1995  at  a  cost  to  the  hospital  of  $6.5  million.  In 
addition,  Sacred  Heart  has  to  date  expended  $1.25  million  to  expand  primary  care  services.  We 
also  plan  to  invest  another  $1  million  in  the  Center  for  Primary  Health  and  Family  Practice 
Development. 

We  are  very  proud  of  what  we  have  been  able  to  accomplish  to  date.  However,  the  need 
for  expanded  health  services  is  growing  rapidly  and  we  Imow  that  we  must  do  more  in  the  near 
future.  Sacred  Heart  continues  to  struggle  with  the  economic  and  health  care  realities  that  iu 
service  population  faces,  but  cannot  overcome  this  challenge  alone. 

As  such,  Sacred  Heart  and  the  Allentown  community  are  seeking  a  Federal  contribution 
of  $7.75  million  to  establish  the  Ctnttr  for  Primary  Health  and  Family  Practice  Oevelopmem 
to  be  located  in  the  Allentown  Health  Park.  We  hope  that  you  will  give  this  proposal  serious 
consideration  as  you  and  your  Subcommittee  make  spending  decisions  for  Fis^  Year  1995. 

Again,  thank  you  for  allowing  me  to  present  this  statement. 
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STATEMENT  OF  DELANO  E.  LEWIS,  PRESIDENT,  NATIONAL  PUBLIC 

RADIO 


Mr.  Chairman,  I  am  plaaaad  to  submit  tastimony  on  bahalf  of 
National  Public  Radio  (NPR)  and  its  492  mambsr  stations  in 
support  of  py  1995  appropriations  for  ths  Public 
TslsGommunications  Facilitiss  Program  (PTPP) ,  administsrsd  by 
ths  National  Tslscommunications  and  Information  Administration 
(NTIA) .  Ns  rsqusst  an  appropriation  of  $35  million. in  PY  1995 
to  mast  ths  squipmsnt  nssds  of  sxiating  public  radio  stations 
and  to  continus  funding  ths  sxpansion  of  ths  public  radio 
systsm. 

Ths  PTPP  providss  matching  grants  to  hslp  public  radio  licensees 
purchase  equipment  to  put  new  stations  on  ths  air,  extend 
service  of  existing  licensees  to  unserved  and  underserved 
audiences,  and  to  upgrade  or  replace  vorn->out  and  obsolete 
equipment.  It  has  been  a  key  factor  in  building  a  public  radio 
system  thet  now  reaches  close  to  90%  of  the  American  public  with 
a  local  public  radio  signal,  in  some  cases  for  the  first  tine. 
This  ability  to  bring  avard-vinning  and  diverse  news, 
information  and  cultural  programming  such  as  HORNING  EDITION, 
TALK  OP  THE  NATION,  ALL  THINGS  CONSIDERED,  PERFORMANCE  TODAY  and 
WADE  IN  THE  WATER  to  a  national  audience  is  an  ongoing 
commitment  at  NPR.  With  the  support  of  PTPP,  we  hope  to  reach 
95%  of  the  country  by  the  year  2000. 

Since  its  inception  in  1963,  the  PTPP  has  invested  $448  million 
in  the  purchase  and  naint'inance  of  equipment.  These  funds  have 
been  critical  to  NPR  member  stations  and  have  served  to  leverage 
millions  more  in  private  donations. 

The  ratio  between  PTPP  grants  applied  for  and  the  number  of 
grants  awarded  demonstrates  the  importance  of  this  program  and 
the  relative  scarcity  of  funds.  In  1993,  305  grant  applications 
totaling  $77  million  were  filed.  Of  those,  only  105  were 
awarded,  totaling  $20.8  million.  In  spite  of  this  fact,  the 
administration  requested  only  $10.7  million  for  PTFP  in  FY  1995. 
This  represents  a  55%  cut  from  the  $24  million  approved  for  FY 
1994.  We  think  this  is  a  serious  mistake.  By  cutting  the 
program  that  dramatically,  the  Administration  is  inhibiting  the 
program  from  meeting  all  of  its  missions:  expanding  into 
unserved  markets;  serving  minority  and  other  underserved 
audiences;  and  replacing  and  maintaining  equipment  at  existing 
stations. 

Szpansioii  of  Publlo  Radio 

Public  radio  continues  to  expand  its  service  to  unserved  and 
underserved  audiences  with  the  help  of  PTFP  grants.  In  FY  1993, 
22  grants  were  awarded  that  will  br:.ng  first  public  radio 
service  to  new  audiences. 

At  KUAR  in  Little  Rock,  Ark«nsas,  a  PTFP  grant  of  $59,000  helped 
the  station  buy  four  new  translators,  allowing  then  to  extend 
their  service  to  four  areas  for  the  fit:^t  tine.  Those 
communities,  Hope,  Monticello,  Forest  City  and  Batesville  are 
very  rural  and  Isolated,  and  do  not  have  uany  cultural 
resources.  In  some  cases,  public  radio  provides  the  only  outlet 
for  rich  and  diverse  cultural  programming. 

For  example,  one  locally  produced  documentary  that  was  delivered 
to  these  listeners  via  KUAR,  "Prom  Spiritvial  to  Symphony," 
chronicled  the  story  of  a  local  woman,  Florence  Price  Smith,  who 
was  the  first  black  woman  composer  to  have  hor  work  performed  by 
a  major  symphony  orchestra.  It  received  national  recognition. 


winning  an  award  froa  tiia  Sooiaty  of  Aaarican  Woaan  in  Radio  and 
Talaviaion. 

In  Albuquarqua,  Haw  Maxico,  RUNH  waa  abla  to  purchaaa  aix  naw 
tranalatora  with  tha  haXp  of  a  PTFP  grant  of  $38,000,  bringing 
firat  public  radio  aarvica  to  fiva  coaaunitiaa,  and  a  nor a 
divaraa  array  of  prograaa  to  tha  sixth.  Thasa  coaaunities 
includa  a  Navajo  raaarvation,  Cuba,  Socorro,  Thoraau  and 
Ciaarron. 

In  addition  to  carrying  NPR,  lOJHN  is  cosaittad  to  providing 
programing  that  is  gaarad  to  ainoritias  and  woaan.  Thair 
lina-up  includas  both  a  Spanish  languaga  and  a  Nativa  Anar lean 
prograa.  Thay  also  produca  a  black  gospal  show  and  a  childran's 
prograa  that  faaturaa  auaic  and  storias. 

with  PTFP  assistanca,  Wast  Virginia  Public  Radio  (HVPR)  was  abla 
to  axtand  its  natwork  signal  to  two  naw  coaaunitias,  Elkins  and 
ClarXsburg/Bridgaport  for  tha  firat  tlaa.  But,  30%  of  Wast 
Virginians  still  do  not  hava  accass.  In  sany  casas,  tha 
aountainous  topography  rnquiras  that  thasa  comunitias  aach  ba 
sarvad  by  thair  own  transaittars.  Thasa  factors,  couplad  with 
tha  Stata's  daprasssad  aconoay  and  ralativaly  saall,  priaarily 
rural  population  aaans  that  fadaral  invastaant  is  a  aust. 

WVPR  is  an  iaportant  assat  to  tha  Stata.  It  sarvas  as  tha  only 
sourco  of  coaprahensiva  statawida  daily  broadcast  news,  and 
providas  tha  only  in-dapth  national  and  intarnational  naws 
availabla  to  aany  of  its  oitiaans.  Tha  station  broadc.astA 
ausic,  fina  arts,  public  affairs,  and  children's  programing 
that  can  not  ba  found  alsawhara.  Ona  prograa,  MOUNTAIN  STAGE  is 
a  liva,  two-hour  ausic  prograa  that  is  distributed  weakly  to 
over  120  stations  across  tha  country. 

WVPR  is  coaaittad  to  reaching  tha  30%  of  West  Virginians  who  are 
aissing  out  on  the  rich  and  diverse  array  of  progranaing  and 
services  provided  by  public  radio.  They  are  currently  working 
on  a  project  that  will  further  that  goal  by  bringing  first 
public  radio  service  to  two  different  areas  of  tha  state,  and  by 
replacing  thair  land-  based  aicrovava  systea  with  satellite 
technology.  The  cost  of  this  intiative  will  ba  $750,000,  and 
tha  station  is  counting  on  PTFP  for  support. 

At  NPR,  we  believe  that  the  cultural,  educational  and 
inforaational  opportunites  provided  by  public  broadcasting 
should  ba  availabla  to  all  Aaer leans,  not  just  those  in  the 
bigger  cities  and  towns.  Providing  universal  access  to  public 
radio  continues  to  be  ona  of  our  priaary  objectives.  PTFP  has 
played  a  critical  role  in  this  effort,  and  we  hope  we  can 
continue  to  rely  on  the  prograa  for  assistance. 

ITfP  is  Issantial  to  Public  Radio  Btatioas'  Ability  to  upgrade 
Eguipaaat  aad  to  Raaaia  Ooapatitiva 

Tha  aajority  of  public  radio  stations  rely  on  PTFP  funds  for 
raplaceaant  of  old  and  obaolata  equipaent.  As  the  public  radio 
systea  aaturas,  an  increasing  nuabar  of  stations  are  operating 
with  worn-out  or  outdated  aquipaent.  Many  of  these  stations  are 
stata  and  university  llcansaas  that  are  not  allowed  to  launch 
capital  oaapaigns.  In  addition,  stations  located  in  saall 
cities  and  towns  hava  difficulty  finding  tha  resources  in  their 
coaaunitias  to  provide  aajor  capital  support  in  addition  to 
on-going  operating  support  for  tha  public  radio  station, 
consequently,  PTFP  grants  for  replacing  expansive  equipaent  such 
as  towers  and  transaittars  hava  bacoaa  increasingly  iaportant. 
While  public  radio  stations  are  raising  an  increasing  portion  of 
thair  annual  budgets  froa  non- fadaral  sources  -  fadaral  funds 
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provide  an  average  of  only  17%  of  etatione  budgete  -  major 
eqpiipment  purchaeee  are  still  beyond  the  reach  of  eany  stations. 

PTPP  will  also  be  an  ieportant  plaver  in  this  decade  as  digital 
radio  broadcasting  and  high  definition  television  are  introduced 
in  the.  United  States.  These  new  technologies  vill  require  nev 
equipeent,  the  cost  of  which  coulri  be  prohibitive  for  many 
public  radio  stations.  The  PTPP  sill  be  important  in  ensuring 
that  public  radio  stations  are  no>.  left  behind  as  nev  delivery 
systems  are  introduced. 

One  way  the  NTIA  anticipates  it  can  accomplish  its  goal  of 
cutting  the  PTFP  by  55%  is  by  reducing  their  commitment  to 
equipment  rer>lacement.  Not  only  vill  this  prevent  stations  from 
buying  the  equipment  necessary  to  provide  consistent  and 
reliable  service,  but  it  will  inhibit  their  abilities  to  take 
advantage  of  now,  more  efficient  technologies.  Given  the  amount 
of  money  that  has  already  buen  invested  in  public  broadcasting 
through  the  PTFP  -  almost  $500  million  -  it  makes  sense  to 
protect  that  investment  and  not  to  let  equipment  completely 
deteriorate. 

HVPR  learned  a  painful  lesson  about  equipment  replacement  during 
the  terrible  storms  that  plagued  most  of  the  country  last 
Vinter.  Many  parts  of  West  Virginia  were  without  electricity 
for  a  two-week  period  in  January.  The  station's  main  microwave 
site  was  in  one  of  the  affected  areas.  Since  the  microwave 
system  is  located  in  a  remote  area  with  rugged  terrain,  the 
electrical  power  supply  for  the  system  1^  often  the  first  to  go 
and  the  last  to  be  restored.  As  a  consequence,  all  KVPP 
listeners  outside  the  Charleston  area  were  without  a  public 
radio  service  for  more  than  a  week.  Ironically,  at  a  time  when 
listeners  most  needed  WVPR  for  news  and  information  about  the 
storm,  they  could  not  get  it. 

Satellite  transmission  vill  solve  this  problem.  However,  the 
portion  of  the  PTFP  funds  that  WVAR  is  requesting  that  would  be 
allocated  to  upgrading  their  transmission  facilities  is 
precisely  the  type  that  will  be  jeopardised  if  Congress  only 
appropriates  the  $10.7  million  for  PTFP  that  was  requested  by 
the  Administration. 

In  Sitka,  Alaska,  KCAW  is  the  only  public  radio  station  serving 
the  community's  needs.  The  station  also  provides  service  to  the 
many  remote  villages  situated  in  Alaska's  inland  passage. 

Nearby  fishing  villages  which  are  extremely  isolated  and  rely 
heavily  on  KCAW  for  their  only  daily  weather  information,  as 
well  as  local,  state  and  national  news. 

Most  of  KCAW's  on-air  broadcast  equipment  is  12  years  old,  and 
suffers  from  over-use,  since  the  station  is  on  24  hours  each 
day.  During  the  past  year,  the  station  experienced  equipment 
failure  in  both  their  news  room  and  satellite  operations 
facilities.  Their  only  alternative  to  replacement  is  to 
continue  repairing  existing  equipment.  Some  of  it  is  so  old 
that  replacement  parts  are  no  longer  available,  and  the  tine  it 
takes  to  complete  the  repairs  is  extremely  disruptive  to 
service.  The  equipment  KCAW  hopes  to  purchase  with  a  grant  from 
PTFP  vill  carry  them  into  the  next  century. 

At  KUNM  in  Albuquerque,  the  station  has  applied  for  a  $30,000 
grant  from  PTFP  to  replace  obsolete  equipment.  They  want  to 
purchase  a  digital  audio  tape  recorder,  a  multi-track  console 
and  an  eight-track  recorder.  Go  much  of  the  material  aired  by 
the  station  is  on  digital  that  they  need  the  nev  equipment  to 
accomodate  the  technology  and  to  remain  competitive  with  other 
stations  using  state-of-the-art  facilities. 
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In  addition  to  baing  an  NPR  m^mh^r  station,  KtmM  is  also  a 
connunity  radio  station.  They  support  local  artists  through 
live  rsBotes  and  in*atudio  performances.  They  have  a 
significant  schedule  of  locally  originated  public  affairs 
programs,  several  of  which  have  von  awards  from  the  Associated  . 
Press.  One  docurtntary  was  on  a  gang  intervention  program,  and 
another  featured  -i  series  of  writers  from  the  southwest, 
reflecting  on  the  multi-cultural  heritage  of  the  region. 

KUNM  provides  an  invaluable  service  to  its  listeners.  The 
station  should  be  able  to  continue  broadcasting  this  outstanding 
programming  without  the  impediments  of  outmoded  equipment  that 
has  fallen  into  disrepair. 

Fundraisers  at  stations  across  the  country  tell  us  the  important 
function  PTFP  serves  in  raising  money  from  businesses,  the 
not-for-profit  community,  and  from  individual  donors.  It  serves 
as  both  an  incentive  and  as  a  tangible  goal  toward  which  to 
work.  PTFP  equipment  replacement  funding  la  the  core  for 
capital  projects  such  as  the  upgrade  of  signal  delivery  systems. 
If  public  radio  is  to  remain  viable  and  competitive,  PTFP 
support  will  be  critical. 

ItPR  Supports  tbs  Objectives  of  the  Admlmlstratioa's  Planned 
Investment  in  the  **Znformation  Superhighway'* 

Congress  and  the  Adminstration  are  working  now  to  ensure 
universal  access  to  the  "information  superhighway."  The 
development  of  a  broadband,  interactive  telecommunications 
network  linking  schools,  libraries,  health  care  facilities, 
governments  and  other  public  information  producers  offers 
exciting  possibilities  for  public  service.  Public  radio  has  an 
important  role  to  play  in  the  development  of  this  information 
highway.  The  existing  network  of  stations  across  the  country 
provides  an  infrastructure  that  is  ready  to  be  augmented  by  new 
technologies. 

Public  radio  supports  and  encourages  the  development  of  the 
information  highway,  but  the  realisation  of  its  promises  is 
years  away.  In  the  interim,  it  does  not  make  sense  to  allow 
services  that  already  serve  hard  to  reach  areas  to  go  into 
disrepair.  In  addition,  public  radio  stations  nay  be  important 
players  and  partners  in  serving  communities  via  the  Inormation 
highway.  It  is  important  that  they  remain  viable. 

Coaolusiom 

Mr.  Chairman,  we  thank  you  for  your  past  support  of  the  PTFP 
program,  and  encourage  you  to  support  a  FY  1995  appropriation  of 
$35  mill5on.  This  money  is  critical  to  reaching  our  goal  of 
providing  universal  public  radio  service,  replacing  old  and 
obsolete  equipment,  taking  advantage  of  new  delivery  systems  and 
being  part  of  the  evolving  information  infrastructure. 


STATEMENT  OF  DR.  MELVIN  VULGAMORE,  PRESIDENT,  ALBION 

COLLEGE 

Mr.  Chairman  and  Members  of  the  Subcommittee,  thank  you  for  the  opportunity  to 
present  this  statement.  Albion  College  and  the  City  of  Albion,  Michigan  have  formalized  a 
partnership  to  focus  on  Issues  that  affect  the  campus  and  community.  Recognizing  that  the 
College  arid  City  are  inextricably  linked,  leaders  from  both  entities  have  come  together  to 
cooperate  toward  solving  some  of  the  problems  that  have  plagued  the  City  of  Albion  for  years. 
The  City  of  Albion  Is  in  a  designated  Economic  Development  District  and  the  on-going  and 
proposed  progranu  of  the  College  In  partnership  with  the  City  fit  well  with  the  deflnUlons  of  the 
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Economic  Development  AdmlnlttnAion*i  irini  programs.  However,  the  reality  of  those 
prograrni,  In  terms  of  the  ftindlng  available,  renders  this  option  unpromlilng . 

Mr.  Chairman,  while  we  have  explored  gram  oppoctunHIes  in  cof\}unction  with  the  EDA 
and  other  federal  assistance  programs,  then  currently  Is  not  a  source  of  Ending  for  the  scope  of 
what  we  must  accomplish  In  a  short  amount  of  time.  The  pending  Economic  Development 
Reauthorization  Act  as  reported  by  the  House  Public  Works  Committee  contains  a  program 
description  for  ■University  Centers.”  This  program  describes  our  curriculum  and  needs  perfectly 
but  the  funding  available  for  these  Centers  Is  quite  small.  We  need  Congreasional  uslstance  to 
provide  a  model  to  pave  the  way  for  smaller  oomnuinity  economic  redevelopment  projects  similar 
to  ours.  The  Economic  Developmem  Administration  programs,  as  they  exist,  no  longer  fulfill 
their  mission  of  assisting  these  localities  and  H  Is  Imponam  that  Congress  use  Its  discretion  to 
make  these  programs  effective. 

Fdr  example,  chief  among  our  problems  Is  a  decaying  urban  Infrutructure  which  has 
been  exacerbated  In  recent  years  u  businesses  which  once  served  the  flourishing  auto  industry 
migrated  away  leaving  behind  environmental  problems,  double-digit  unemployment  and  a  large 
social  service  caseload.  This  is  typical,  in  varying  degrees,  among  communities  in  the  midwest 
and  elsewhere  in  the  U.S.  where  the  Industrial  base  is  In  flux.  The  City  of  Albion  and  Albion 
College  have  been  collaborating  on  these  issues  for  years  now  and  I  would  like  to  argue  that  our 
years  of  experience  In  implementing  successful  partnership  programs  on  a  shoestring  budget, 
qualifies  us  to  become  a  national  model. 

We  propose  to  accomplish  this  through  the  establishment  of  a  Center  for  Leadership  and 
Service.  This  Center  will  pull  all  of  our  collaborative  programs  together  under  one  roof.  We 
are  renovating  the  educational  wing  and  offices  of  the  First  United  Methodist  Church  of  Albion 
which  adjoins  the  College  campus  and  fronts  on  Michigan  Avenue,  a  main  artery  of  the  City. 

The  College  plans  to  bring  together  there  the  presently  scattered  administrative  and  student 
leadership,  and  focus  its  widespread  partnership  efforts  with  the  city.  These  programs  will  be 
consolidated  into  a  one-stop  center  for  community,  student  and  faculty  volunteers. 

We  are  dedicated  to  making  our  town-gown  partnership  work  and  we  have  been 
successful  on  a  number  of  problems.  Our  most  recent  victory,  was  accomplished  with  the  help 
of  Congress  in  1992.  It  involved  groundwater  and  drinking  water  contamination  which  was  a 
resuh  of  carelessly  abandoned  foundries.  We  obtained  a  HUD  grant  through  a  Congressional  set- 
aside  (0  begin  searching  for  a  new  welifleld.  While  we  are  still  looking  for  the  finding  to  make 
a  clean  water  supply  a  reality,  this  and  other  related  successes  gave  us  the  impetus  to  explore 
hirther  areas  where  the  College  could  be  of  assistance  to  the  City.  Beginning  In  1987,  with  a 
three  year,  $470,000  W.K.  Kellogg  Foundation  grant,  the  'two  Alblons”  joined  forces  to 
promote  civic  Involvenwnt  end  leadership.  The  continuing  theme  of  this  highly  successful 
program  Is  ”education  for  citizenship”  v^dth  a  focus  on  bulnlng  students  and  citizens  in  the  skills 
of  democratic  leadership,  in  the  spirit  of  ’National  Service”  and  with  sponsorship  by  the 
College,  our  leadership  program  emphasizes  volunteerism  for  local  action  in  the  context  of  local 
commitment. 

The  building  of  interdependence  in  the  community  will  foster  tangible  outcomes  for 
people,  students,  and  city  governance.  The  goals  of  the  program  are  an  increase  In  the  quality  of 
life  for  the  people  of  Albion  and  practical  experience  for  the  student  who  will  develop  a  *habit” 
of  service  and  community  involvement.  Albion  College,  a  liberal  arts  institution  of  1600 
students,  has  a  national  reputation  for  educational  excellence  and  has  the  resources  that,  with  a 
relatively  small  investment  for  expansion,  can  bring  about  measurable  results  for  community 
development  which  can  be  replicated  nationally. 

Without  federal  assistance,  the  College  would  be  forced  to  abandon  the  community 
because  h  cannot  take  on  the  total  responsibility  for  reviulization.  Our  goal  is  to  empower  the 
citizens  of  Albion  to  nunage  their  own  community.  The  recognition  of  need  and  grant  award  by 
the  federal  govenwnent  has  given  us  hope  that  communltici  like  ours  are  not  forgotten.  We  are 
now  enthusiastic  about  our  future  as  we  expand  our  outreach  capabilities. 
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Albion  Cotteie,  In  oof\)unctlon  wlOt  the  City,  will  expand  upon  current  progrtmt  and 
develop  a  two-track  appiDtch  to  meetlnf  the  community*!  needs.  A  task  Torce  co-direaed  by  the 
College  Preildem  and  the  Director  of  the  Chamber  of  Commerce.  Albion  Alliance  2000,  which 
includes  representatives  of  the  town  and  the  college  continues  to  Identify  and  implenwnt  efforts 
designed  to  attack  the  current  challenges  of  housing,  health  care,  and  water  quality,  as  well  as 
overall  economic  development.  The  first  component  of  the  program  will  focus  on  college-school 
partnerships,  civic  participation  and  community  outreach.  The  second  component  will  be  a 
concentrated  effort  to  improve  the  quality  of  education  for  elementary  and  secondary  school 
students.  Education  of  Albion's  youth  is  absolutely  crucial  to  the  City's  continued  efforts  to 
revhatize  itself  economically  arvl  socially.  The  proposed  Albion  program  will  also  provide 
courses  and  services  for  adults  seeking  to  continue  their  education.  Programs  will  reach  out  to 
the  adult  community  with  such  services  as  clinics  on  legal  aid.  banking  and  personal  rniance,  as 
well  IS  women's  health  and  job-seeking  skills. 

The  concept  of  a  College-sponsored  and  run  Center  that  could  focus  regularly  on 
numerous  city  aaivities  and  problem  areas  has  become  an  Albion  partrwrship  priority.  The 
proposed  Center  For  Leadership  and  Service  will  llrJc  the  resources  of  taleM,  training,  and 
programs  of  the  College  with  elected  officials  and  management  of  the  city  in  an  effiMt  to  tackle 
this  microcosm  of  the  challenges  of  urban  America. 

Albion  College  Is  one  of  the  finest  co-educational  liberal  arts  colleges  in  the  country. 
Serving  more  than  1600  students.  It  Is  now  the  second  largest  employer  In  the  City  of  Albion. 

The  approach  to  education  at  Albion  Is  value-oriented.  There  is  a  concerted  effort  to  develop 
depth  of  character  and  t  sense  of  personal  Integrity.  As  a  liberal  arts  college,  Albion  encourages 
students  to  become  familiar  wkh  principles,  issues  and  Ideas  important  to  our  times. 

Over  the  past  six  years,  approximately  50%  of  the  College's  students  have  participated  In 
tome  type  of  community  service  or  volunteer  activity.  This  commitment  ii  driven  by  a  liberal 
arts  curriculum  which  encourages  students  to  observe  and  understand  the  world  around  them. 

This  focus  has  helped  studenu  to  recognize  the  deep  and  embedded  problems  affecting  the  City 
of  Albion. 

There  are  several  programs  of  the  College  which,  with  retraining  and  refocusing,  can 
provide  a  unique  demonstration  of  CityfCollege,  publlc/private,  educatorfeitizen  reform  and 
community  development.  The  primary  focus  for  the  new  Center’s  program  will  come  from  the 
Albion  College,  Gerald  R.  Ford  Institute  for  Public  Service. 

Many  students  come  to  Albion  because  they  know  the  College  provides  excellent 
preparation  for  those  with  a  particular  interest  In  dedicated  themselves  to  public  service.  To 
supplement  the  large  number  of  courses  In  public  policy  and  related  (letds,  the  College  offers 
stu^nt  internship  programs  it  all  levels  of  government  in  the  U.S.  and  abroad.  Fbunded  In 
1978,  this  highly  selective  program  was  the  first  undergraduate  program  of  its  kind  in  the 
country.  The  City  of  Albion,  like  other  municipalities  across  the  country,  desperately  needs  the 
expertise  of  graduates,  like  those  from  Albion,  In  order  to  lead  a  new  concept  of  public  service 
dedicated  to  improving  our  communities  outside  of  the  usual  government  programs.  The  College 
anticipates  the  students  of  the  Institute  to  be  the  leaders  of  the  Center  for  Leadership  and  Service. 

Another  major  resource  of  the  College  is  the  Sleight  Leadership  Program.  This  program, 
fosters  and  guides  the  voluntary  service  of  students  and  will  certify  their  participation  and 
achievenwnls  with  a  co-curricu)ar  transcript  at  the  end  of  four  years.  The  philosophy  is  that 
leadership  and  service  or  volunteering  are  opposites  sides  of  the  same  coin.  New  courses  In 
leadership,  particularly  Freshman  Seminars  aivl  senior  capstone  courses,  will  engage  students  In 
conKkxis  maturation  in  the  arts  of  citizenship  and  denxKracy. 

The  final,  established  and  fully  operational  component  to  be  integrated  under  the  umbrella 
of  the  new  Center  Is  the  Anna  Howard  Shaw  Women's  Center.  This  will  be  a  very  Important 
outreach  aspect  of  our  proposed  program.  This  Center  has  been  effective  in  delivering 
counseling  as  well  as  social  programs  designed  for  female  students.  With  the  establishment  of 
the  Community  Service  and  Leadership  Center,  a  larger  role  for  the  Women’s  Center  will 
Involve  assisting  adult  women  to  receive  further  education  and  finding  career  opportunities  for 


women  reenlerifif  the  work  force.  Women*!  hetUh  will  ilso  be  an  emphasis.  The  heakh 
aervlcef  provided  by  the  Onter  will  Include  a  physician,  physician's  asslstant/nurse  practitioner 
and  two  foil  time  R.N.s  This  staff  wilt  provide  for  student  and  community  needs.  The  energies 
of  the  Center  will  be  aimed  toward  adult  women  In  the  community  since  they  are,  many  times, 
the  locus  of  the  cohesiveness  of  family  life  and  values. 

In  addition  to  the  expansion  of  the  programs  and  itrvkes  mentioned  previously,  Albion 
proposes  the  following  additional  activities  to  be  run  by  the  Center  many  of  whkh  are  beyond 
planning  and  'well  Into  implementation: 

Public  Housing  a^d  RehabUitatloa:  Students  and  faculty  members  will  work  with  community 
residents  to  repair,  rehabilitate,  and  clean  up  public  housing  units  in  the  City  of  Albion.  This 
program  will  encourage  cHIzens  to  work  with  College  representatives  and  seek  to  instill  a  sense 
of  pride  in  Individuals'  neighborhoods.  The  College  Is  taking  the  lead  in  esubllshlng  a  chapter 
of  HablM  for  Humanity. 

Identifying  Job  Opportunities:  While  Albion  College  docs  not  have  the  resources  to  perform 
vocational  training,  both  faculty  and  students.  In  conjunction  with  the  College  Office  of  Career 
Development,  will  participate  In  a  job  retraining  and  Identification  program.  This  program  will 
help  workers  to  ideiMlfy  previously  learned  skills  that  may  be  applicable  In  other  Industries  u 
well  as  act  as  a  local  bank.  If  one  of  the  City's  major  employers,  such  as  Harvard 
Industries,  closes,  this  outreach  effort  will  work  with  displaced  workers  to  find  alternative 
employment  opportunities  according  to  their  skills.  In  addition,  pre-college  workshops  will  be 
conducted  for  Junior  and  senior  high  school  students  In  the  community  as  well  as  adult  education 
courses  (I.e.,  interviewing  skills,  written  correspondence  and  career  testing)  will  be  conducted  in 
partnership  with  the  Albion  Public  School  system. 

Political  Partidpation:  Albion  believes  that  one  of  the  keys  to  a  successful  program  is  the 
active  participation  of  minorities  in  the  political  process.  Involvement  and  empowerment  within 
city  government  and  the  political  process  Is  crucial.  The  minority  bloc  of  voters  In  Albion  is 
serkHisty  underrepresented.  The  College's  faculty  and  students  wilt  begin  a  program  lo  increase 
Interest  in  public  policy  among  the  minority  community  and  therefore,  increase  their  involvement 
In  the  political  process.  Public  policy  forums  on  campus,  candidate's  nights,  and  voter  education 
and  registration  will  ail  be  part  of  this  effort. 

Outreach  to  Area  Youth:  Albion  College  has  an  excellent  relationship  with  the  Calhoun  County 
Human  Resources  Center  which  provides  professional  therapy  and  other  psychological  support  to 
the  County.  The  Albion  College  Counseling  Center,  working  In  conjunction  with  the  Calhoun 
clinic,  can  offer  convenient  service  to  youth  for  substance  abuse  and  other  counseling  needs.  In 
addition,  the  students  of  Albion  College  will  expand  their  participation  in  programs  such  as  Big 
Brother/Big  Sister  and  Special  Olympics  to  aid  increasing  youth  activities  within  the  city  to  help 
keep  young  people  off  the  streets  and  work  to  raise  the  spirit  of  the  City.  The  Center  will  act  as 
a  coordinating  point  for  these  activities.  Including  recruitment,  and  will  use  its  resources  to 
Identify  additional  community  needs  and  devise  programs  (hat  will  provide  educational 
extracurricular  activities  for  Albion  youth. 

In  combination  with  these  social  outreach  programs,  the  Center  and  the  College 
Department  of  Education  will  work  with  the  tocal  elementary  and  secondary  school  system  to 
devise  educational  outreach  programs  and  efforts  for  disadvantaged  children.  As  a  liberal  arts 
Khool  that  produces  a  significant  number  of  future  teachers,  Albion  College  is  well-  suited  to 
pursue  this  effort. 

The  College  will  institute  a  broad  mentoring  program  which  matches  school  children  with 
individual  college  students,  teachers,  and  possibly  town  residents,  to  assist  In  their  studies.  This 
type  of  program,  which  (he  College  is  doing  now  on  a  pilot  basis,  will  benefit  children  most 
directly  but  also  enable  college  students  to  experience  teaching  and  tutoring.  Albion  will  also 
institute  more  innovative  programs  to  increase  the  quality  of  education  and  tutoring  provided  to 
students. 
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Teacher  ReCrainUif :  Faculty  members  at  AIbkxi  Colkfe  will  hold  teacher  retrtininc  sessions 
for  Albion's  public  school  teachers.  College  faculty  at  Albion  are  on  the  cutting  edge  of 
Innplementing  new  teaching  techniques. 

Intervention:  To  address  Alblon'i  secondary  schools'  alarming  dropout  rale,  College  students 
will  meet  with  and  counsel  area  high  school  students  to  discourage  (hem  from  quitting  school. 
Hopefully,  a  message  from  young  students  will  prove  more  effective  than  past  attends  to  retain 
studenU  In  school.  Through  exposing  students  to  Albion  College's  art  and  athletic  facilities. 
College  StudenU  will  demonstrate  that  education  involves  more  than  textbooks.  The  college  will 
also  expand  upon  outreach  to  eighth-graders  to  encourage  them  to  become  college-bound. 

Recniltment:  College  studenU  and  faculty  will  meet  with  promising  individual  high  school 
StudenU  and  encourage  them  to  continue  their  education  after  graduation.  This  effort  will  not  be 
directed  towards  recruiting  studenU  for  Albion  College,  but  rather  increasing  the  number  of 
StudenU  who  enter  higher  eduettion.  The  Admissioru  Office  will  work  to  enroll  adult  citizens  In 
degree-seeking  paths. 

In  addition  to  all  of  the  programs  listed  above,  there  are  other  services  of  the  College  that 
will  be  made  available  to  the  community  through  the  Center.  These  programs,  which  will  be  run 
by  the  various  DepartmenU  within  the  Office  of  Student  Affairs  and  will  include  multicultural 
affairs  Initiatives  such  as  a  Saturday  Science  Academy,  a  "History  of  the  Black  Community  of 
Albion*  project,  and  mediation  training  and  services;  the  Chaplains  Office  will  run  programs  in 
conjunction  with  various  church  groups  and  religious  leaders  In  the  community;  and  the 
Department  of  Campus  Safety  will  conduct  joint  programs  with  the  Albion  Deparintent  of  Public 
Safety  on  crime  prevention  and  safety. 

Albion  is  seeking  federal  partnership  assistance  toward  our  total  budget  of  $9  million 
dollars  to  purchase  and  renovate  the  facility  for  the  Center.  This  includes  road  Improvements 
and  other  Infrastructure  considerations  to  run  it.  Albion  will  assume  all  operating  and  program 
costs  beyond  this  one  time  federal  grant.  We  anticipate  matching  assistance  from  private  sources 
If  a  large  enough  portion  of  our  request  Is  granted.  It  Is  desire  that  the  ’two  Albions*  will  form 
a  model  partnership  system  that  can  be  replicated  by  other  colleges  and  communities  around  the 
country  as  an  effective  way  for  smaller  communities  to  achieve  economic  reviulizatlon. 


STATEMENT  OF  GARY  A.  GLENN,  PRESIDENT,  MASSACHUSETTS 
FOUNDATION  FOR  EXCELLENCE  IN  MARINE  AND  POLYMER  SCIENCES, 
INC. 


Atlantic  Fish  Stock  Demonstration 


I  am  pleased  to  provide  this  statement  to  this  Committee  on  behalf  of  a 
consortium  of  academic  and  research  institutions  that  have  been  working 
together  on  marine  economic  and  technology  issues  for  a  number  of  years. 
Financial  support  has  come  mostly  from  the  states  and  private  sector,  but  we 
now  request  participation  by  the  federal  government  in  a  program  designed  to 
respond  to  the  catastrophic  collapse  of  commercial  fish  stocks  in  the  Atlantic 
Ocean. 


As  this  Committee  knows  too  well,  fish  stocks  In  the  Atlantic  have  been 
declining  for  at  least  a  decade.  Despite  clear  warnings  of  impending  doom  by 


scientists  and  environmentalists,  the  policy  apparatus  designed  to  preserve 
the  Fishery  has  been  unable  to  effectively  manage  the  resource,  so  that 
stocks  of  or»e  species  after  another  have  collapsed.  According  to  NOAA's 
publication  Status  ot  Fishery  J^esources  off  the  Northeastern  United  States  for 
1993.  and  to  a  Report  commissioned  by  the  Massachusetts*  Centers  of 
Excellence  Corporation,  The  Marine  Economy  of  Massachusetts,  many 
commercially  important  species  have  been  critically  overfished,  including 
Atlantic  cod,  haddock,  redfish,  silver  hake,  yellowtail  flounder,  black  sea  bass, 
bluefish,  and  sea  scallops. 

The  Congress  has  responded  to  the  devastating  economic  impacts  on  the 
Atlantic  fishing  industry  by  assisting  with  job  training  for  former  fishermen, 
with  Saltorrstall-Kennedy  grants,  with  revolving  loan  funds  for  new  gear, 
vessel  debt  restructuring,  and  with  SB  A  loans,  important  as  these  steps  are, 
they  cannot  deal  with  the  negative  multiplier  effects  of  the  collapse  of  the 
fishery:  the  economic  calamity  in  coastal  towns,  already  hard  hit  by  Job 
losses  in  other  areas;  the  loss  of  markets  for  U.S.  fish  and  fish  products,  with 
the  resulting  negative  balance  of  payments  impacts:  and,  the  incalculable  loss 
to  all  Americans  of  a  major  source  of  food  and  nutrition  •  namely,  fresh, 
locally  caught  fish.  ^ 

Potential  for  Reestablishing  Stocks 

The  concept  of  stocking  bodies  of  water  with  fish  is  more  than  100  years  old 
in  the  U.S.  and  many  times  older  in  Asia,  where  the  manipulation  of  fish 
stocks  is  part  of  traditional  agriculture.  In  the  U.S.,  federal  and  state  agencies 
have  successfully  stocked  lakes  and  streams  with  trout  and  other  game  fish 
for  many  years.  Unfortunately,  efforts  to  stock  marine  species  have  by  and 
large  not  proven  successful.  However,  scientists  and  technicians  using  new 
methods  and  approaches  for  studying  the  various  aspects  of  fish  life  cycles 
and  behaviors  have  been  able  to  overcome  some  of  the  most  daunting 
obstacles  to  progress  in  this  area.  In  particular,  in  the  State  of  Hawaii, 
scientists  have  developed  new  approaches  to  fisheries  enhancement 
technology.  Home  to  several  of  the  nation's  most  productive  and  effective 
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marine  science  research  institutions,  Hawaii  has  become  an  internationally 
respected  pioneer  in  this  emerging  technology.  Indeed,  many  foreign 
countries  are  now  clamoring  to  gain  access  to  Hawaii  technology  in  the  area 
of  stock  enhancement.  However,  the  Northeastern  United  States  needs  the 
Hawaii  technology  as  much  or  more  than  countries  that  compete  with  us  for 
markets.  It  is  therefore  the  central  objective  of  the  present  consortium  to 
demonstrate  the  effectiveness  of  Hawaii-based  enhancement  technology  in 
the  Atlantic  Ocean,  using  commercially  important  species. 

The  project  to  be  undertaken  will  have  three  phases.  First,  the  Hawaii 
technology  will  be  adapted  to  several  Atlantic  species,  using  the  scientific 
methods  already  utilized  in  the  Pacific  area.  This  phase  will  concentrate  on 
simulations  based  on  existing  technology  adapted  to  existing  biological 
information  about  selected  species.  The  second  phase  will  involve  field 
testing  of  simulation  outcomes,  In  a  controlled  environment.  This  phase  will 
also  Investigate  environmental  factors  such  as  treatment  of  wastes  so  that 
real  world  applications  of  enhancement  technology  will  contribute  to  higher 
levels  of  water  quality  in  marine  areas.  The  third  phase  will  involve 
demonstration  of  a  comprehensive  action  program  for  Implementation  of 
enhancement  technology  in  the  Atlantic  environment. 

In  support  of  this  demonstration  project,  the  Massachusetts  Foundation  for 
Excellence  in  Marine  and  Polymer  Sciences  requests  $773,450  for  "Atlantic 
Fish  Stock  Demonstration."  The  Massachusetts  Foundation  will  be  the 
designated  coordinative  agency  for  the  multi-state  consortium. 


STATEMENT  OF  ROLAND  ROUSSEAU,  CHAIRMAN,  U  S.  SECTION  BUDGET 
COMMITTEE,  PACIFIC  SALMON  COMMISSION 


Mr.  Chairman,  my  nam«  is  Roland  Rousssau  and  I  an  an  Rltarnata 
Couissioner  on  tho  U.S.-  Canada  Pacific  Salmon  Commission  (PSC) . 
Thm  Commission  vas  established  under  the  Pacific  Salmon  Treaty 
(Treaty)  between  the  U.S.  and  Canada.  The  Treaty  was  signed  in 
1905  for  the  purposes  of  conserving  salmon  stocks  and  controlling 
salmon  interceptions.  X  am  providing  this  testimony  as  Chairman 
of  the  U.s.  Section  Budget  committee.  1  want  to  provide  you  with 
a  copy,  for  the  Committee's  use  and  for  the  record,  of  the  PY  95 
budget  recommended  by  the  U.S.  Section  of  the  Pacific  Salmon 
Commission  for  Treaty  programs.  It  details  budgets  for  state, 
Federal  and  Tribal  agencies  involved  in  tho  treaty. 


Thft  8tat€S  of  Washlrtgton,  Alaska,  Dragon  and  Idaho  and  tha 
National  Marine  risherias  Sarvice  (KMTS)  ara  charged  with 
carrying  out  a  major  portion  of  the  salinon  fishary  stock 
assassjtant  and  harvest  manageaent  actions  raquired  under  tha 
Treaty.  Federal  funding  for  these  activities  is  provided  through 
the  Department  of  Commerce  (DOC)  on  an  annual  basis.  1  need  to 
advise  you,  however,  that  funds  were  not  provided  in  the  FY  94 
DOC  budget  for  programs  to  adequately  address  obligat^ions  under 
the  Treaty.  The  current  severe  conservation  crisis  of  the 
Pacific  Northwest  coho  and  chinook  salmon  stocks,  that  form  major 
components  in  the  Treaty  arrangements,  requires  that  improved 
information  on  these  stocks  be  obtained  for  use  by  fishery 
managers. 

The  U.S.  Section  has  recommended  $7,638,207  for  the  Pacific 
Salmon  Trosty  Line  Item  under  the  Information  Collection  and 
Analysis  activity.  Congress  appropriated  $5,587,000  for  the  P6C 
in  FY  94  and  the  Administration  budget  for  FY  95  is  also 
$5,587,000.  The  increase  for  new  initiatives  needed  to  carry  out 
international  PSC  obligations  and  address  Chinook  and  coho 
conservation  needs  is  $2,051,207. 

Mr.  Chairman,  the  signing  of  the  U.S.*  Canada  Pacific  Salmon 
Treaty  in  1985  was  an  essential  step  forward  for  the  conservation 
and  enhancement  of  the  truly  renewable  salmon  resource  of  the 
Pacific  Northwest,  Southeast  Alaska  and  Canada.  A  major  goal 
embodied  in  the  Treaty  is  the  rebuilding  of  West  Coast  chinook 
salmon  stocks  by  1998.  The  U.S.  and  Canadian  management  entities 
have  developed  a  coastwide  coded  wire  tagging  and  tag  recovery 
program  for  chinook  and  coho  salmon  to  evaluate  the  effectiveness 
of  management  actions  taken  under  the  Treaty.  As  the  chinook 
rebuilding  program  has  proceeded,  needs  have  been  identified  in 
all  jurisdictions  for  additional  and  improved  tagging  and  refined 
tag  recovery  in  certain  fisheries.  Improved  enumeration  of 
spawning  escapement  levels  and  refinement  of  escapement  goals  are 
also  needed.  The  tagging  programs  are  crucial  to  the  protection 
of  Columbia  River  chinook  salmon  stocks  listed  under  the 
Endangered  Species  Act. 

The  $2,051,207  in  recommended  additional  funds  over  the  FY  94 
level  would  be  dedicated  to  new  initiatives.  The  current 
depressed  state  of  Pacific  Northwest  coho  and  chinook  salmon 
stocks  has  increased  the  uraenoy  to  obtain  better  information  for 
fishery  management.  The  majority  of  the  programs  in  these 
initiatives  are  directed  toward  improving  the  information  for  the 
currently  depressed  Pacific  Northwest  coho  and  chinook  salmon 
during  the  ocean  part  of  their  life  cycle.  These  programs  are 
complimentary  to  the  large  commitments  to  the  protection  and 
restoration  of  chinook  and  coho  habitat  in  Pacific  Northwest 
rivers  and  streams  that  are  currently  being  made  in  other  Pacific 
Northwest  initiatives. 

The  following  is  a  summary  of  new  initiatives: 

1)  coho  Stock  Conservation  and  BSA  Evaluations  ($1,150,000) 

Additional  coded  wire  tagging  of  indicator  stocks  is  needed 
to  improve  information  on  the  distribution  of  coho  harvest 
in  rctcreational  and  commercial  fisheries  including 
development  and  verification  of  Pacific  Salmon  Commission 
(PSC)  modeling  estimates  of  the  coho  harvest  distribution  in 
southern  and  northern  PSC  areas.  This  infor.eation  will 
assist  management  decisions  and  coho  productivity 
evaluations  by  documenting  harvest  levels  of  :oho  stocks. 

The  use  of  alternative  stook  separation  tschnlquas  such  as 
genatic  markers  will  be  investigated  for  applicability  and 
cost  effectiveness. 
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2)  Pugot  Sound  Znseason  Coaiikorcial  Catch  Retrioval  ($250,000) 

The  Kashington  Dapartaent  of  Fiahariea  (WOF) ,  the  Puget 
Sound  Tribes  and  the  bilateral  Praser  Panel  of  the  Pacific 
Salaon  Connission  (PSC)  base  their  inseason  nanagaaent  of 
coBwercial  fisheries  in  Puget  Sound  largely  on  catch  and 
fishing  effort  Infonation.  It  is  essential  that  this 
infomation  is  accurate  and  provided  to  fishery  nanagers  in 
a  tinely  eanner.  In  order  to  achieve  this  objective,  field 
personnel  nust  be  deployed  aboard  fish  buying  vossals  to 
saeple  catches  and  collect  effort  data  .  Kithovit  this 
progran,  Managers  have  to  rely  on  Inf creation  r^iceived  free 
processors  directly  and  the  tieeliness  and  detail  of  the 
inforaatlon  will  be  greatly  reduced.  This  will  have  a  eajor 
effect  on  the  ability  of  the  bilateral  PSC  staff  to  nake 
sound  infomation  based  recoanendations  to  the  bilateral 
Fraser  River  Panel  for  inseason  eanagenent  actions  for 
Canadian  and  U.S.  fisheries  on  Fraser  River  stocks. 

3)  Pacific  Salmon  Commission  Chinook  Salmon  Stock  Rebuilding  and 
ESA  Evaluations  ($300,000) 

a)  Chinook JSacttPQPsnt  Qosl  Ogcuagntation;  m  coastal 
Oregon  rivers  and  the  Transboundary  Rivers  of  Southeast 
Alaska  and  northern  British  Columbia,  Chinook  salmon 
escapement  counts  are  only  partial  indices  of  total 
escapements.  These  projects  will  determine  how  these 
partial  indices  can  be  expanded  to  total  escapement 
estimates.  Reliable  escapement  estivates  will  allow 
managers  to  increase  chinook  salmon  production  through  the 
use  of  optimum  escapement  goals. 

b)  Chinagk  IndiCfttgr  SAftCk.  Tagging;  certain  geographical 
and  timing  groups  of  chinook  salmon  stocks  are  poorly 
represented  in  current  Pacific  Salmon  Commission  indicator 
stock  programs.  Additional  tagging  of  indicator  stocks  is 
required  to  correct  this  deficiency,  including  the  tagging 
of  stocks  that  are  currently  listed  or  under  consideration 
for  listing  under  the  Endangered  species  Act. 

4)  Northern  Boundary  Chun  Salmon  Rebuilding  ($350,000) 

Northern  Boundary  (Southeast  Alaska/Northern  British 
Columbia)  chum  salmon  stocks  in  Portland  canal  are  being 
rebuilt  under  a  cooperative  program.  Harvest  of  these 
stocks  is  currently  shared  by  U.S.  and  Canadian  fishermen. 
Development  of  an  inseason  management  system  and  a  stock 
monitoring  program  are  needed  to  provide  harvest  access  to 
the  rebuilt  stocks.  This  information  will  also  be  useful  in 
developing  joint  chum  salmon  enhancement  programs  in  this 
area. 

Kr.  Chairman,  in  addition  to  the  Pacific  salmon  Treaty  programs 
previously  discussed,  the  U.S.  and  Canada  have  agreed  to  joint 
salmon  enhancement  projects  on  the  Transboundry  Rivers  flowing 
between  Canada  and  Southeast  Alaska.  Agreements  signed  in  1989 
and  1990  were  funded  as  Congressional  add-ons  through  FY  93.  In 
FY  94,  $400,000  was  provided  to  the  state  of  Alaska  for  this 
effort  through  the  National  Marine  Fisheries  Service 
International  Fisheries  Commission  line  item  under  the 
Conservatio.rs  and  Management  Operations  activity.  The  FY  95 
Administration  request  Is  $400,000  for  the  entire  line  item. 

The  U.S.  Section  has  recommended  $439,898  for  this  activity  in 
FY  95,  requiring  an  increase  of  $39,898  if  the  Administration 
request  of  $400,000  is  for  Transboundry  River  enhancement. 

Salmon  from  this  project  are  beginning  to  return  in  significant 
numbers,  and  additional  funding  Is  required  for  Identification  of 
these  enhanced  fish  in  catches  so  that  they  can  be  taken  into 
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account  in  nanagin^  to  protect  natural  8too)ca.  Zt  is  also 
naeassary  to  docunant  tha  nuabars  of  anhancad  fish  caught  by  aach 
country  so  that  sharing  objaetivas  can  ba  nat. 

Tha  U.S.  Section  of  tha  Paoifie  Salaon  Conmlssion  is  also 
concernad  about  tha  funding  tha  Oepartaant  of  Stata  racaivas  for 
Treaty  inplanantabion.  This  funding  provides  for  tha  United 
States  contribution  to  tha  bilateral  Pacific  Salmon  Coanission, 
based  in  Vancouver,  British  Columbia,  as  vail  as  for  stipends  and 
travel  costs  for  U.S.  CoBmlssionars,  panel  aambars  and  technical 
coaaittaa  aeabars  while  on  official  duties  on  behalf  of  tha 
United  States.  Mew  bilateral  U.s.-  Canada  agreeaents  expected  in 
the  YuXon  negotiations  and  the  new  initiatives  recomaandad  under 
tha  PSC  will  require  increased  U.S.  Section  travel  and  stipend 
costs  and  bilateral  PSC  funding.  In  FY  94,  $1,684,000  was 
appropriated  for  this  activity.  Tha  FY  95  Department  of  State 
Adainistration  request  is  $1,800,000.  The  U.S.  Section  has 
recommended  $2,315,250,  an  increase  of  $515,000  over  tha 
Administration  request. 

Finally  Mr.  Chairman,  there  is  another  area  included  within  the 
U.S.  Section  Budget  Justification  Boot  and  this  is  for 
programs  that  are  carried  out  separately  from  tha  Pacific  Salmon 
Commission  but  supported  by  tha  Section.  Salmon  negotiations 
between  the  U.S.  and  Canada  on  the  Yukon  Ri.var  are  carried  out 
with  staff  and  research  information  provided  by  the  Alaeka 
Department  of  Pish  and  Gama  through  the  MMPS  Yukon  River  Chinook 
Study  line  item  under  the  Information  Collection  and  Analysis 
activity.  $700,000  was  appropriated  in  FY  94  and  $700,000  is 
proposed  in  the  PY  95  Administration  budget.  The  U.S.  Section  FY 
95  request  is  $901,540,  an  inorease  of  $201,540.  This  request 
includes  $80,540  for  a  new  study  to  determine  if  parasite 
presence  in  Yukon  River  Chinook  and  chum  salmon  can  be  used  to 
separate  stocks.  The  study  would  be  carried  out  by  the  national 
Marines  Fisheries  Service's  Auke  Bay  Laboratory. 

Mr.  Chairman,  that  concludes  my  %nritten  testimony  submitted  for 
consideration  by  your  committee.  I  w^nt  to  thank  the  committee 
for  the  support  that  it  has  given  ua  in  the  past.  I  am  available 
to  answer  any  questions  you  or  the  Committee  members  may  have 
regarding  the  U.S.  Section  of  the  Pacific  Salmon  Commission 
budget . 


fUNKART  OP  DOC  PROGRAMS  UKDER  T8B  D.B./CAMXDA  PACXPXC  BALMOM  TRBATY 


Paoifio  salmon  Treaty 


rT,H,APPI9P»  Am  tiS . _ AdBiP,  8tTVff»JL 

$f,Sa7,OO0  $7,438,207  $5,547,000 


Shortfall  Prom 

AaRiBx-Bpgwjat 

$2,051,207 


Tramabouadary  River  Bahameenent 

PT  94  Aaarop.  Tv  85  PSC  leg>  AflmiB.  Request 
1400,000  $450,858  $400,000 


Shortfall  rtoa 
A6min>  Reouest 
$50,000 


TukoB  Megotiatioas 

_  PT  94  Aoprop.  FT  05  PSC  RtQ. - .Rtmittl. 

$700,000  $001,540  $700,000 


Shortfall  Prom 
Admia,  Request 
$201,540 


aUKKARY  OP  DOS  PROGRAMS  OMDBR  TBB  U.S. /CANADA  PACXPXC  SALMON  TREATY 

Shortfall  from 

PY  04  APProa.  PY  05  PiC  Rsc. _ AdliDo-ElfllMi _  ,Adlip4,t8mfJi 

$1,684,000  $2,515,000  $1,800,000  f5A5,000 
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STATEMENT  OF  J.B.  PENN,  SENIOR  VICE  PRESIDENT,  SPARKS 
COMPANIES,  INC. 

Mr.  Chairman,  I  am  J.B.  Prai,  Senior  Vka  Pre$i<ienl  of  Sparks  Companies,  Inc.  (SCO.  agricultural 
infbrmalion  and  consulting  oenpany.  We  have  been  asked  lo  oondud  an  analysis  of  the  economic  impacts  of 
El  NiAo  on  tf»e  agricultunl  a  id  related  sectors  of  the  food  system  for  the  United  Stales  and  the  world.  This 
statement  discusses  our  p'eltminafy  work  and  provides  tome  notion  of  its  direction  along  with  some 
prdimtnafy  estimates.  This  work,  conducted  by  SCI  analysts,  was  undertaken  at  the  request  of  Colu  . 
Universtty  and  die  Scripps  Oceanographic  Institute. 

WerM  Feed  and  Agriculture  Systems:  What*s  At  Risk? 

The  world’s  agncultural  systems  have  become  highly  sophisticated  and  productive  in  recent  years. 
Enormous  investments  in  tf>c  development  and  application  of  new  technologies  have  advanced  production 
efficiency  for  crops,  livestock  and  fiber  products.  Today’s  faims  are  increasingly  complex  food  and  fiber 
factories  that  asserrible  inputs  and  supply  increasingly  demanding  markets  around  die  globe. 

The  growth  and  development  of  our  modem  agricultural  systems  are  no  accident.  Much  of  the  world 
remembers  vividly  the  famines  of  not  so  long  ago,  periods  when  whole  cultures  were  threatened  by  food 
supply  failures.  \i^te  there  are  still  countries  with  kiadequale  food  supplies,  poUticiJ  rather  than  technical 
pr^iems  are  Che  reasoa  Today's  5.6  billion  people  have  access  to  more  arid  higher  quality  agricultural 
products  than  ever  before  in  history. 

The  production  system  that  provides  the  world’s  food  and  fiber  is  almost  unimaginable  in  its  size  and  scope. 
Nearly  every  imaginable  location  and  mkro*climale  is  cultivated  to  one  degree  cr  aiwther  and  results  in  about 
2.S  billion  torn  of  grains,  oilseeds,  fibers,  meat,  milk,  eggs  and  other  products,  an  amount  that  would  be  even 
greater  if  tubers,  groundnuts,  forages  and  other,  more  extensive  crops,  were  included  Considering  only 
commercial  production  of  major  food,  feed,  oilseed  and  cotton  crops,  the  annual  value  of  world  production 
surpasses  S250  billion  at  current  prices  (greater  than  the  total  GDP  of  all  but  10  countries).  When  the  value 
of  livestock  productkxi  is  included,  this  amount  more  than  doubles.  And,  if  the  total  GDP  from  upstream  and 
downstream  activities  necessary  for  the  production  and  marketing  of  food  and  fiber  products  were  included, 
the  economic  role  of  world  agricultural  systems  likely  is  several  times  greater  than  the  value  of  the  raw 
commodities  (as  will  be  illustrated  for  the  United  States). 

In  the  modem  world  agricultural  system,  most  products  are  mobile  and  trade  helps  insulate  against  bad  crops 
around  the  globe.  However,  for  the  world's  major  crops,  weather  impacts  can  and  do  change  production  as 
much  as  in  any  year,  with  much  greater  variation  in  some  regions  And,  in  spile  of  our  current  adequate 
production  capacity,  the  slocks  available  to  meet  needs  in  the  event  of  crop  failures  due  to  seasonal  climate 
change  are  smalt;  2.4  nxmlhs  for  grains;  1.5  months  for  oilseeds;  and  5.4  months  for  cotton  As  world 
population  grows  (by  94  million  people  annual1y>-tough'y  the  addition  of  another  country  the  size  of  the 
United  Stales  every  three  years),  the  difficulty  of  insulating  huge  numbers  of  people,  especially  those  in  the 
fastest  growing  developing  countries,  from  crop  failure  and  food  shortages  has  become  increasingly  difTicult 

Agriculture  In  the  U.S.  Economy 

The  world  depends  enormously  on  the  United  States  for  much  of  the  food  that  moves  in  commercial  trade 
channels.  And,  nowhere  are  the  impacts  of  weather  more  evident  from  year  to  year  than  in  die  US. 
agriculMre  sector  and  food  system.  The  U.S.  food  system  is  large,  modem  and  a  key  component  of  our 
natkmaJ  economy.  It  adds  more  than  SS20  billion  to  ow  GDP  (nearly  16%,  19B9  basis)  and  employs  21.1 
million  people  (nearly  17%  of  the  labor  force).  While  the  role  of  farm  production  is  central  lo  the  system,  the 
upstream  a^  downs^eam  ^tem  components  are  much  larger. 

The  farming  sector  Hself  employs  about  3%  of  the  labor  force  and  accounts  for  1 .4%  of  the  GDP,  statistics 
diat  only  begin  lo  indicate  the  importance  of  die  food  and  fiber  system  in  the  U.S.  economy.  Farm  production 
accounts  for  $71.4  billion  of  GDP  (1989),  but  is  central  in  a  system  that  contributes  more  than  $820  billion  to 
the  U.S.  ecorKNTiy,  one-sixth  of  the  total.  Behind  the  farm  gate,  upstream  industries  that  provide  farm  inputs 
(fuel,  machmeiy,  pesticides,  fertilizer,  financial  services  and  many  others)  amount  for  more  than  5%  of  U.S. 
economic  activity.  After  the  farm  gate,  the  downstream  industries  of  processing,  handling  and  distributing 
our  food  and  fiber  products  oontn’bute  anodier  9.2%  of  the  total.  IJie  eamomic  contribution  of  the  food  and 
fiber  system  sdll  is  centered  around  the  value  of  foods  produced,  although  industrial  uses  of  agricultural 
products  are  growing  rapidly.  U.S.  consumers  ^>ent  $570.3  billion  on  food  in  1991,  including  S3 12.7  billion 


fer  foods  for  homt  MM  ind  $257.7  btIUoo  muih  of  meab  and  snacks.  Tha  fann  value  of  these  foods 
amoumed  lo  about  22%  of  foe  total  marketinf  bid  in  1991. 

Because  foe  system  is  so  vitaDy  interlinked,  changes  that  affect  hs  productivity  such  as  shifts  in  cHmale 
patterns  and  crop  yields  have  enormous  impacts  throughout  foe  entire  economy.  The  fonowing  sections 
i&ustrale  fois  interdependence,  examining  in  detail  foe  impacts  of  the  US.  drought  of  198S. 

Climalc  and  Agriculture 

Americans  have  become  so  inured  to  foe  role  of  science  in  our  everyday  lives  that  last  year's  floods  were 
shocking  events  to  many,  a  stark  reminder  foat  we  dcpeikl  on  seasonal  climate  stability  not  only  for  comfort 
but  for  our  well  being.  A  good  season  means  abcndance  for  millioru,  while  drought  and  flood  bring 
shortages,  and  even  starvation  for  marry  of  foe  world's  people.  Seasons  are  so  variable,  and  the  forces  foat 
change  its  patterns  so  complex,  farmers,  for  example,  have  no  dioice  but  to  plan  for  a  "normal"  season,  while 
siiTTultineously  protecting  againsi  seasonal  change.  The  mevitable  result  is  foal  seasonal  extremes  still  cause 
enormous  tosses  not  only  for  producers,  but  also  for  consunters,  governments  and  many  others  throughout  the 
food  system  worldwide. 

No  orte  today  believts  <  lat  foe  world's  vast  food  and  fiber  system  can  be  insulated  from  such  extremes,  of 
course,  but  it  is  maeasingly  clear  that  it  can  be  better  informed  And,  it  is  certain  that  a  better  informed 
system  that  can  anticiptle  foese  extremes  can  avexd  losses  aixl  reduce  the  costs  now  required  to  anticipate 
and  limit  damage. 

PredietkMU  of  patterns  of  seasonal  extremes  relative  to  expected  seasonal  norms  can  be  made  by  observing 
detailed  characteristics  of  foe  atmosphere  and  foe  oceans,  by  assembling  foese  into  patterns  foat  lend  to  be 
followed  over  foe  seasons  and  iroia>d  foe  world  by  location  and  season,  and  by  estimating  how  fuhire 
patterns  will  unfold  over  foe  coming  two  to  three  years  based  on  changes  seen  in  tlw  beginning  stages.  It  is 
well  known  foat  certain  shifts  in  foe  atmospheric  and  ocean  currents  in  the  tropical  Pacific  affect  weather 
worldwide,  foat  foese  abnormalities  themselves  follow  patterns  that  have  measurable  impacts  on  far-away 
locations  such  as  foe  U.S.  Com  Belt,  and  many  others.  For  example,  fairly  frequent  but  abnormal 
atmospheric  and  ocean  cuaent  shifts  in  foe  southeastern  Pacific  Ocean  along  foe  equator  disrupt  normal 
pressure  sysl^ns  and  switch  surface  winds  from  easterly  to  westerly  directions.  These  abnormal  events, 
widely  Imown  as  "El  Niflo",  have  been  observed  28  times  since  1893  and  dramatically  change  world  weather 
for  two  to  force  years  when  they  occur.  While  no  two  El  Ni/k>s  are  exactly  alike,  the  El  Nifto  of  1986/87 
which  spawned  foe  severe  US.  drought  of  1988  was  fairly  typical  and  will  be  used  to  illustrate  the  extent  and 
Impact  of  abnormal  El  NiAo  patterns  on  U.S.  agriculture. 

Drought  Impacts:  1988  Example 

While  causes  of  seasonal  change  are  always  difficult  to  pinpoint  with  precision,  it  is  highly  likely  foat  foe 
abnormal  1986/87  El  Ni/lo  led  to  foe  northern  hemisphere  drought  of  1988,  foe  worst  since  1936  for  many 
parts  of  foe  continental  Oniled  States  The  drought  severely  damaged  crops,  wi»h  impacts  reverberating 
throughout  foe  economy.  For  example; 

•  Spring  planted  crops  were  damaged  severely  throughout  foe  Midwest.  Com  yields  were  reduced  29% 
from  year  earlier  levels,  soybeans  20%,  and  spring  wheat  42%.  Com  canyover  stocks  were  high  at  foe 
time  of  foe  drought  (40%  of  annual  needs),  but  even  so,  com  prices  rose  nearly  one-third  in  1988  to  ration 
foe  limited  supplies.  In  spile  of  subsequent  higher  plantings  and  normal  yields  in  1989,  demand  by  ofoer 
drought-damaged  producers  stimulated  exports.  Slocks  declined  and  continued  at  unusually  low  levels 
through  the  following  two  years. 

•  Tne  immediate  impact  of  foe  drought  fd!  on  foe  farm  sector,  and  there  its  impacts  are  uneven  Those 
farmers  foat  had  targe  stocks  from  the  previous  year  profited  from  higher  prices,  while  other  farmers 
were  able  to  protect  themselves  by  using  irrigation  systems.  However,  for  many  farmers  without 
inventories  arid  without  irrigation  systems,  drought  losses  were  substantial.  In  1988  there  were  about 
550,000  commercial  U.S.  farmers  (sales  in  excess  of  $40,000).  Without  USDA  drought  relief,  an 
estimated  20,000  to  30.000  of  those  had  drought  losses  great  enough  to  threaten  their  survival.  With  foe 
benefits  of  foe  Disaster  Assistance  Act  of  1988.  that  core  problem  group  likely  declined  to  10,000  to 
15,000  commerctal  farmers. 

•  For  livestock  farmers,  higher  crop  prices  meant  higher  feed  prices.  U.S.  range  and  pasture  condition 
were  foe  worst  since  reewds  were  started  in  1921.  Higher  feed  costs  slowed  foe  rate  of  increase  in 


podtry  production,  raised  (he  number  of  gi)(s  and  sows  slaughtered  in  (he  second  half  of  19IS.  and 
boost^  nonfed  beef  slaughter  through  the  sale  of  potential  replacement  heifers  and  cows. 

•  Federal  direct  payments  lor  1911  crops  (FY  1989  and  FY  1990)  were  reduced  by  the  commodity  price 
increases  caus^  by  the  drou^t  lo  SIO.S  billion  in  1989  and  S6.S  billion  in  FY  1990.  However,  the 
CCC  u  raster  payments  totaled  S4.0  billion  in  FY  1989-90.  plus  an  additional  Sl.S  billion  in  generic 
certificates  under  the  Disaster  AssistaiKe  Act  of  1989. 

•  Fn  the  years  following  1988,  the  drought-raised  prices  stimulated  over-production  at  substantial  cost  lo 
the  sector  and,  eventually,  lo  the  government  To  produce  the  addirionaJ  commodities  required  lo  rebuild 
stocks  during  the  late  P80s  required  additional  credit,  fertiliser,  fuel,  pesticides,  machinery  and  other 
inputs.  However,  as  stocks  were  r^uill  and  overseas  demand  returned  to  normal,  the  excess  capacity 
developed  in  respocue  lo  the  price  iiKreases  during  1988-90  created  commodity  surpluses  and  more  than 
$2.3  billion  in  CCC  costs  in  FY  1990  to  deal  with  the  resulting  surpluses. 

•  Most  farmers  had  already  purchased  their  production  inputs  for  the  1988  crop  at  the  time  the  drought 
became  widespread.  However,  farm  machinery  sales  of  harvesting  and  drying  equipment  declined  during 
the  last  one-half  of  the  year,  and  energy  consumption  also  declined  as  drought  damaged  crops  were 
abarxJoned.  Farm  input  suppliers  in  drought  hit  areas  lost  sales  significantly  from  earlier  years. 

•  Vegetable  processors,  primarily  in  the  Lake  Stales  were  severely  affected.  Supplies  of  green  peas,  sweet 
com  and  many  other  vegetables  were  short,  af>d  some  plants  were  closed. 

•  The  drought-induced  tnaeases  in  food  grain  arul  feed  prices  reduced  production  and  raised  prices  of 
many  food  products,  beginning  with  cereals  and  including  meats,  dairy  products  and  most  other  foods  for 
a  two  to  four  year  period  Not  only  were  consumers  forced  lo  pay  more  for  smaller  amounts  of  food,  but 
government  feeding  programs  became  more  costly,  as  well.  Initial  observations  of  relative  increases  in 
prices  and  expenditures  for  foods  compared  with  rates  in  the  balance  of  the  economy  imply  drought 
impacts  of  IV#  to  ZV#  during  at  least  1989  and  1990,  changes  that  imply  increases  of  $5  to  SIO  billion  in 
consumer  food  expenditures  (including  increases  of  between  $0.27  billion  lo  $0.52  billion  in  child 
nutrition  and  other  food  donation  program  costs).  They  also  imply  increases  in  other  government  feeding 
program  costs  of  perhaps  $0.17  billion  to  $0.32  billion  (Food  Stamps,  WIC,  Direct  Food  Distribution 
Programs). 

•  Reduced  water  levels  on  the  internal  waterways  system  disrupted  transportation  flow  (especially  lo  export 
markets)  early  in  the  spring  and  summer.  Alternative  transportation,  especially  railroads,  could  not 
handle  the  targe  volume  of  displaced  barge  cargo.  Barge  rates  escalated  as  operators  were  forced  to 
reduce  the  sire  of  their  lows  and  reduce  load  sires.  DifTicull  navigation  conditions  increased  travel  lime 
and  cost,  imtil  shrinking  supplies  later  in  the  year  reduced  export  volumes  and  the  demand  for  barge 
services.  The  U.S,  Army  Corps  of  Engineers  sharply  curtailed  the  flow  of  the  Missouri  River  in  mid- 
November  to  permit  upstream  reservoirs  lo  be  refilled,  further  increasing  transportarion  costs. 

•  Many  rural  communities  experienced  subslaririal  reductions  in  business  activity,  with  the  impact 
dep^ing  on  the  importance  of  agriculture  to  the  area.  Considering  selected  rural  areas  of  the  United 
States,  regional  economic  losses  from  the  1988  drought  were  estimated  to  amount  to  alrnosl  22V#  in 
North  Dakoti.  13%  in  northeast  Montana.  3V#  for  Wisconsin  and  Illinois  and  less  than  IV#  in  northwest 
Ohio.  Federal  drought  assistance  compensates  for  some  of  the  losses.  ABer  federal  compensation,  losses 
ranged  from  12V#  in  North  DakoU  to  0.$V#  in  Ohio.  In  most  cases,  the  federal  compensation  covered 
20%  to  45%  of  the  actual  losses.  For  the  average  of  the  communities  USDA  examined,  the  loss 
amounted  lo  2.34%  of  gross  economic  activity,  perhaps  $10  billion  to  $15  billion  for  the  non-farm,  down¬ 
stream  agribusmess  sector. 

Can  Better  Seasonal  Oimale  Prediclions  Help  Reduce  Drought  Costs? 

Preliminaty  indications  suggest  that  belter  information  about  seasonal  variability  can  reduce  costs  for  the 
world  food  system  in  several  important  ways.  By  reviewing  the  kinds  of  impacts  observed  during  the 
drought  of  1988  and  rccogniring  that  such  events  are  relatively  common,  with  a  frequency  of  roughly  every 
four  years,  the  import«Ke  of  national  investments  to  alleviate  these  impacts  becomes  clear.  Data  do  not  exist 
to  permit  highly  specific  estimates  of  these  effects,  but  stitdics  by  USDA  and  others  and  examination  of 
economic  indicators  for  the  sector  for  the  period  suggest  that  the  1988  drought  cost  the  economy  between 
$28  billioo  and  $44  billion,  with  most  of  the  impacts  downstream  from  the  farm  sector,  but  on  many  farmers 
and  input  suppliers,  as  well. 
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Such  costs  are  not  kc  single  occurrence  but  tend  to  be  observed  perhaps  every  four  years,  in^lying  an  average 
decade  cost  of  ^)out  $110  billion  (2.S  events),  SI  I  billicn  armudly.  Regardless  of  the  lack  of  precision  of 
such  estimates,  the  cost  of  drought  damage  is  enormous  and  widely  distributed  across  the  food  mtd  fiber 
system.  It  is  easily  clear  that  the  U.S.  agricultural  system  understarnb  the  likely  incidence  of  these  costs 
and  lakes  extertsive  steps  to  try  to  guard  against  extreme  seasoiuJ  events. 

Perhaps  the  greatest  contribution  that  could  come  from  better  tnformation  about  global  climate  would  be 
forecasts  with  sufTictent  precision  to  permit  markets  to  more  spectfically  evaluate  and  reflect  such  expected 
conditions  in  futures  prices.  Commodity  traders  rww  are  among  the  most  avid  cor«uniers  of  weather 
biformation,  and  a  few  buy  artd  sell  heavity  on  the  basis  of  their  readii^g  of  kxig-term  forecasts.  However, 
current  forecasts  are  msufTiciently  specific  or  precise  to  permit  most  tradus  who  use  markets  to  shift  risks  to 
trsik;  dtslmt  futures  (or  derivatives)  to  mar\age  their  seioonal  risks,  or  for  the  markets  to  confidently  reflect 
impacts  of  ih?  next  ibnormal  El  NiAo,  for  example.  And,  while  it  is  uruealisHc  to  expect  that  forecasts  will 
be  sufTidendy  specific  that  they  can  be  converted  precisely  into  yield  darr.age  or  production  levels,  even 
genera]  (but  more  relia)>ie)  information  about  the  199S.  and  1997  growing  conditions  would  adjust 
prices  significttndy.  Adjustments  throughout  tf>e  system  likely  would  be  driynaiic: 

•  Slocks.  Producers,  governments,  processors,  coruumers  ar>d  others  throughout  the  system  wo^rld  be  in 
a  much  better  position  to  martage  their  price  risk  artd  stocks.  The  result  would  be  higher  slocks  (and 
better  prices  as  stocks  are  built)  in  advance  of  droughts,  less  severe  price  shocks  during  droughts  and 
much  more  orderly  domestic  and  export  use  of  U.S.  commodities. 

•  Production.  Not  only  would  more  relive  forward  prices  guide  more  efficient  slocks  policies,  it 
would  increase  production  effiderKy  as  well  And,  in  addition  to  scheduling  production  to  better 
antidpate  need,  producers  would  be  in  a  better  position  to  shift  among  crops  (and  among  varieties,  as 
well)  to  guard  against  late  or  short  seasons  by  choosing  better  adapted  crops,  take  advantage  of  wet  or 
dry  growing  seasons,  and  make  other  adjustments  to  apply  genedc  and  management  technology  to 
match  crops  with  better  information  d>out  conditions. 

•  Inigallon,  Other  Crep  Profeciten  Invesimenis.  Armed  widi  more  reliable  seasonal  estimates, 
producers  vould  be  in  a  much  better  position  to  invest  in  irrigation  facilities  and  governments  and  other 
reservoir  managers  would  be  better  able  to  manage  water  flows  and  availability  as  needed  Input 
manufacturers  would  be  better  able  to  estimate  requirements  for  fertilizer,  chemicals  and  machinery 
needed.  This  berwflt  would  extend  throughout  the  system,  and  would  benefit  especially  processors  and 
transportation  suppliers  for  whom  production  scheduling  is  essential  to  efficient  production 

•  Govemmenti/Consumers.  Commimides  and  government  pr^rams  were  affected  as  much  by  the 
drought  of  1988  as  any  other  sector,  and  government  efforts  to  reduce  disaster  programs  likely  v/ill 
continue  to  be  stymied  as  long  as  producer  have  no  effective  way  of  anticipating  the  incidence  or 
extent  of  future  bad  weather. 

Far  more  important,  a  system  with  prices  reflecting  mo.e  reliable  weather  expectations  likely  would  have  far 
fewer  and  smaller  price  shocks  and  much  more  accurate  adjustment  to  real  shifts  in  longer'Ierm  supply  or 
demand  conditions.  The  result  likely  would  be  much  more  stable  consumer  prices,  but  also  somewhat  lower 
prices  to  the  extent  that  cosU  of  insuring  against  weather  damage  are  reduced. 

Amount  of  Potential  Savings 

It  is  difficult  even  to  speculate  al  this  point  in  the  study  regarding  the  potential  for  savings  from  better 
seasonal  to  interannual  forecasts.  To  an  important  degree,  savings  depend  on  the  degree  of  improvement, 
both  in  reliability  and  in  length  of  the  forecasL  Nevertheless,  (he  U.S.  agricultural  system  has  enormous 
flexibility  to  adjust  to  changing  conditions  and  given  better  information,  likely  would  make  enormous  shifts  to 
avoid  loss.  With  information  that  even  moderately  improves  the  market's  capacity  to  evaluate  future  crop  and 
livestock  risks,  the  system  likely  would  be  in  a  position  to  far  more  accurately  judge  needs  for  a  broad  range 
of  equipment  and  practices  arid  to  reduce  costs  and  variability  as  a  result  Thus,  the  cunent  working 
assumption  regarding  the  effectiveness  of  better  estimates  is  that  they  would  reduce  extreme  seasonal 
damage  costs  as  much  as  23%,  perhaps  as  much  as  $2.7  billion  annually. 

While  such  a  savings  seems  small  rdative  to  the  total  size  of  our  $821  billion  food/fiber  system,  it  likely 
would  mean  very  significant  impKts  in  areas  that  are  at  highest  risk.  As  a  result,  these  estimates  likely 
undersitle  the  real  potential  for  savings  from  better  seasonal  to  inierannuat  estimates,  especially  for  sectors 
beyond  agriculture. 
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STATEMENT  OF  MICHAEL  CROW»  VICE  PROVOST,  COLUMBIA 
UNIVERSITY 

Mr,  Chairman  and  Member^  of  ihc  Subcominiitee.  I  am  Michael  Crow, 
Vice  Provost  of  Columbia  University  in  the  City  of  New  York.  \ 
deeply  appreciate  this  opportunity  to  submit  this  statement  to  you. 

The  purpose  of  this  statement  is  to  request  your  favorable 
consideration  of  two  matters  with  respect  to  the  Department  of 
Comr.ierce.  First,  we  fully  support  the  President's  FY1995  budget 
request  of  $84  million  for  NOAA’s  Office  of  Global  Programs  (OOP). 
Second,  we  urge  continuation  of,  and  expanded  funding  for,  the  Green 
Building  Demonstration  program  under  the  supervision  of  the 
National  Institute  of  Standards  and  Technology  (NIST). 

Office  of  Global  Proarams 

OGP’s  extramural  research  program  has  produced  significant 
contributions  to  our  understanding  of  how  climate  changes.  Efforts 
here  have  helped  to  illuminate  the  natural  variability  of  earth's 
climate,  ranging  from  current  seasonal  and  interannual  to  decadal 
phenomenon  such  as  the  El  Nino/Southern  Oscillation  (ENSO),  to  past 
massive  global  shifts  from  ice  ages  to  warm  periods  and  back  again 
to  ice  dominance. 

Recent  progress  in  forecasting  ENSO  events  up  to  a  year  in  advance 
will  contribute  to  mitigation  efforts  to  avoid  the  most  destructive 
effects  of  the  massive  tropical  climate  shifts.  The  Administration  has 
proposed  an  expanded  international  program  to  expand  university 
research  activities  to  develop  and  refine  forecasts  of  ENSO  and 
related  events  through  an  International  Research  Institute  (IRI)  for 
seasonal  to  interannual  climate  prediction.  OOP  has  also  promoted 
investigations  of  decade  or  longer  time  scale  climate  changes,  which 
will  help  understand  such  problems  as  long-term  drought. 

The  $84  million  request  for  investigations  such  as  these  will  enable 
significant  progress  to  be  made  in  understanding  climate  change, 
thus  helping  equip  mankind  to  minimize  the  potential  destructive 
forces  that  result  from  changes  in  our  global  climate  system. 

Qfccn.  Building- Dcmonsiiation  Program 

We  were  one  of  three  non-government  institutions  to  receive  a  grant 
from  NIST  to  undertake  the  initial  planning  for  Green  Building 
Demonstration  facilities.  This  grant  has  allowed  us  to  complete  the 
first  phase  (Master  Plan,  Conceptual  Design,  and  Green  Building 
Guidelines)  for  an  expanded  Geochemistry  research  facility  at  the 
Lamont-Doherty  Earth  Observatory,  a  research  institute  of  Columbia 
University,  We  now  arc  ready  in  FY1994  to  move  into  the  next 
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stage,  which  is  development  of  detailed  architectural  and  engineering 
drawings  and  construction  bid  evaluation. 

In  this  first  phase,  we  have  been  able  to  map  out  a  very  e.'^citing 
approach  to  rehabilitation  of  the  existing  building  and  construction  of 
an  integrated  new  wing  that  captures  maximum  positive  effects  from 
individual  technologies  and  concepts  for  energy  efficiency  and 
environmental  sensitivity  in  the  design,  construction,  habitation  and 
future  re-use  of  the  buildings.  Further,  we  were  able  to  carry  the 
Green  Building  conceptual  approach  into  the  technical  laboratory 
functions,  which  brought  even  greater  construction  and  building 
operational  savings.  In  fact,  it  appears  that  we  will  be  able  to 
demonstrate  a  building  that:  a)  uses  less  than  half  the  energy  of  a 
code-compliant  structure;  b)  meets  stringent  high  standards  for 
indoor  air  quality,  lighting  supply  and  teniperature/humidity  control; 
and,  c)  can  be  constructed  at  a  cost  no  greater  than  other  high 
technology  function  buildings  which  have  not  been  done  with  a 
Green  Building  approach. 

When  we  began  to  consider  this  project,  we  wanted  to  use  the  best 
available  energy  efficient  and  environmentally  gentle  technologies 
that  have  been  developed  with  the  assistance  of  NIST.  DOE  and  ERA. 

What  we  discovered  is  that  the  very  best  technologies  do  not 
perform  in  an  optimum  way  unless  all  of  the  technologies,  the 
building  structure,  and  technical  and  habitation  functions  are  fully 
integrated  and  optimized  as  a  whole  from  the  very  beginning  of  the 
project.  It  is  this  integrated  approach  which  is  being  demonstrated, 
including  how  such  an  approach  will  bring  maximum  value  from  the 
individual  technologies. 

Our  building  has  been  designed  to  achieve  the  above  results,  and  to 
be  a  national  demonstration  of  Green  Building  technology.  We  have 
built  into  our  plans  commissioning  and  monitoring  protocols  for  how 
the  building  will  perform  through  time,  and  intend  to  make  this 
information  available  both  live  on  site,  and  through  wide  distribution 
of  building  performance  results.  An  auditorium  has  been  designed 
for  public  meetings  of  professional  and  lay  audiences  to  learn  about 
and  spread  implementation  of  this  most  important  advance  in 
construction  concept.  We  look  forward  to  working  with  NIST  in 
codifying  such  an  approach  and  giving  the  widest  possible 
dissemination  of  the  beneficial  results. 

Thank  you  again  for  your  permitting  me  to  submit  this  testimony, 
and  for  your  favorable  action  in  supporting  the  $84  million  OGR 
budget  line,  and  for  advancing  NISTs  Green  Building  Demonstration 
Program. 
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STATEMENT  OF  JOHN  PRESCOTT.  EXECUTIVE  DIRECTOR,  NEW 
ENGLAND  AQUARIUM 

Mr.  Chtlrmtn  and  Members  of  the  Subcommittee,  I  am  John  Prescott,  Executive  Director  of 
the  New  England  Aquarium,  located  in  Boston,  Massachusetts.  1  would  like  to  thank  the 
committee  for  this  opportunity  to  submit  this  statement. 

I  am  here  to  request  continued  support  for  two  Department  of  Commerce  programs  within  the 
jurisdiction  of  the  Committee: 

(1)  Within  the  national  Oceanic  and  Atmospheric  Administration  (NOAA), 
continue  funding  for  the  Atlantic  Bluefin  Tuna  Research;  and 

(2)  Within  the  National  Institute  of  Standards  and  Technology  (NIST),  continue 
funding  for  the  Green  Building  Technology  Research  and  Development. 

A  primary  mission  of  the  New  England  Aquarium  is  conservation.  Both  of  these  programs 
involve  conservation,  although  in  difTerent  ways: 

The  Atlantic  Bluefin  Tuna  Program  is  concerned  with  conservation 
of  living  marine  resources; 

The  Green  Building  Program  involves  conservation  of  energy  resources 
of  our  environment. 

Atlantic  Bluefin  Tung 

We  arc  requesting  level  funding  of  $300,000  for  research  for  Bluefin  Tuna  for  Fiscal  Year 

1995. 


Atlantic  Bluefin  Tuna  once  considered  a  valueless  fish  in  the  world  today  commands 
current  wholesale  values  in  excess  of  $70.00  per  pound.  This  value  has  driven  the  fishery  to  the 
brink  of  collapse,  and  the  National  Marine  Fisheries  Service  estimates  that  the  current  population 
is  at  10  percent  of  its  pre-1977  level.  Several  environmental  organizations  consider  the  species 
threatened  and  are  seeking  listing  as  threatened  under  CITES. 

The  New  England  Aquarium  Bluefin  Tuna  research  program  has  four  principal  objectives: 

•  Develop  techniques  for  the  live  capture  and  transportation  of  Bluefin  tuna; 

•  Develop  the  husbandry  protocols  necessary  for  the  growth  and  nutritional  requirements  of 
the  species; 

•  Initiate  biological  studies  on  the  biology  and  physiology  and  reproduction  of  the  species 
and; ' 

•  Examine  the  commercial  potential  for  "ranching*  tuna  to  add  value  to  the  catch. 

Since  the  inception  of  the  project,  sub-adult  Bluefin  tuna  have  been  caught  and 
successfully  transported  to  the  New  England  Aquarium  facility  in  Boston.  Transport  times  have 
varied  from  LS  to  12.75  hours  and  no  mortalities  occurred  during  transportation.  One  specimen 
has  lived  more  than  344  days.  The  tuna  have  exhibited  growth  rates  that  doubled  their  weight  in 
200  days  and  a  single  specimen  grew  25  cm  (10  inches)  and  gained  22  kilograms  (44  pounds). 
While  the  current  diet  clearly  provides  for  growth  its  long  term  adequacy  is  unproven.  Several 
specimens  have  developed  pathologies  that  may  be  associated  with  nutritional  deficiencies. 
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To  date  the  program  results  reveal  that  it  is  possible  to  catch,  transport  and  maintain 
Bluefin  tuna.  That  llieir  growth  rate  exceeds  previous  estimates  Initial  market  research  indicates 
that  the  landed  value  of  Bluefin  tuna  in  1993  ranged  from  a  low  of  $7  00  per  pound  to  a  high  of 
S2S.00  per  pound  to  fisherman.  Thus  the  potential  of  short  term  holding  live  fish  may  triple  the 
value  of  the  catch. 

In  addition  to  the  capture,  transport,  maintenance  and  nutrition  studies,  data  is  being 
collected  from  the  fisheries  on  reproductive  status.  Separate  grants  have  enabled  the  New 
England  Aquarium  to  initiate  a  study  to  artificially  fertilize  tuna  egg  and  grow  larval  tuna.  The 
second  grant  enabled  us  to  initiate  and  test  a  new  method  to  estimate  the  population  of  tuna.  We 
hope  to  replicate  the  survey  during  the  summer  of  1994  using  the  current  fund  allocated  in  1993. 

We  are  currently  seeking  continued  support  for  this  project.  During  the  next  phase  we 
anticipate  a  pilot  project  to  catch  and  maintain  tuna  to  test  market  the  concept  of  adding  value  to 
the  catch,  better  understand  the  pathologies  expressed  by  tuna  held  for  more  than  100  days  and 
further  quantify  growth  rates,  nutritional  needs  and  reproductive  physiology. 


Green  Building  Technology  Research  and  Development 

The  New  England  Aquarium  was  one  of  three  entities  which  received  a  grant  from  Fiscal 
Year  1993  Appropriations  for  the  study  of  Green  Building  Technology.  "Green  Building"  in  this 
context  refers  to  the  design  and  construction,  including  materials,  of  structures  incorporating 
environmental  sensitivities  and  employing  energy  conservation  efficiencies.  With  regard  to  this 
initiative,  there  are  provisions  within  the  pending  NIST  authorization  bill  that  would  formally 
establish  a  "Green  Building  Technology  Demonstration  Program"  within  NIST.  The  timing  for 
an  environmentally  grounded  approach  to  construction  is  appropriate.  Parallel  development  of 
components  of  this  holistic  approach  to  building  have  been  conducted  for  years  in  the  old 
National  Bureau  of  Standards  programs  of  the  Center  for  Fire  Research  and  the  C  jter  for 
Building  Technology.  The  umbrella  of  a  "green  building"  title  brings  additional,  similarly  directed 
fields  of  research  and  opportunities  of  energy  efficiency  applications  to  this  broad  field  of  applied 
research  and  development.  The  New  England  Aquarium  is  in  the  process  of  redesigning  and 
rebuilding  upon  the  site  ©four  existing  structure,  and  we  plan  to  employ  green  building 
technology  concepts,  design  and  materials  through  this  process. 

This  initiative  has  caught  the  allcntion  of  many  important  components  of  the  U.S. 
construction  industry.  The  American  Institute  of  Architects  (AIA)  has  undertaken  a  major  study 
of  this  nature  in  setting  standards  for  future  building  code  revisions  throughout  the  United  States. 
There  has  emerged  from  private  industry  a  "Greer.  Building  Council",  which  includes 
organizations  and  energy  related  corporate  concerns.  This  "Green  Building  Council"  has  helped 
bring  together  in  purpose  the  elements  of  an  industry  whose  components  have  sometimes  been  at 
odds  with  one  another  over  approaches  to  solving  problems  of  technique,  materials  and  design. 

Most  importantly,  NIST  has  taken  an  active  role  and  interest  in  Green  Building 
Technology.  In  other  testimony  submitted  to  the  Subcommittee  for  its  consideration,  you  will  be 
provided  more  detail  on  NISPs  Green  Building  Symposium  held  earlier  this  year.  NIST  has 
provided  the  leadership  we  needed  to  bridge  the  gap  between  (I)  designers;  (2)  manufacturers, 

(3)  environmentalists;  and  (4)  user  groups.  NIST,  however,  needs  more  policy  guidance  and 
resources  to  proceed  further  with  enforts  that  maintain  the  U.S.  Governmenfs  leadership  role  in 
this  emerging  field  of  new  technology. 

I  recently  attended  a  meeting  with  DOC  and  NIST  policy  officials  and  those  from  the 
Green  Building  Council,  AIA  and  other  institutions  to  provided  a  status  report  and  briefing  on 
where  the  Green  Building  initiative  stands.  The  meeting  was  a  highly  stimulating  and  productive 
exchange  of  ideas  and  information.  We  found  NIST  and  DOC  officials  to  be  very  supportive  of 
the  goals  of  our  respective  organizations,  although  they  felt  that  they  were  unable  to  provide 
sufficient  resources  toward  the  effort  to  carry  the  program  any  further. 
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I  believe  Ihc  resources  to  continue  to  ciny  out  this  program  are  available  in  FY  1994  and 
can  be  easily  identified  within  the  amount  the  Committee  recommends  for  FY  1995  activities. 

The  large  increase  requested  for  NIST  in  FY  1995  is  vague  and  lacks  clear  Intent  in  some  areas, 
particularly  in  the  application  of  new  technologies  to  solving  problems  in  non-traditional  ways  to 
meet  more  stringent  environmental  and  energy  criteria. 

1  represent  but  one  institution  that  requests  the  Subcommittee  to  continue  the  Green 
Building  Technology  program  within  NIST  in  both  Fiscal  Year  1994  (with  existing  Ifunds)  and 
Fiscal  Year  1995  within  the  level  of  the  President's  Budget  Request.  This  Subcommittee  will  be 
receiving  testimony  from  other  sectors  of  the  industry  and  academia  to  support  NISTs  Green 
Building  Program.  We  are  not  seeking  earmarks,  nor  increases  above  the  President's. budget  We 
request  that  the  Subcommittee  provide  the  following  policy  guidance  in  the  report  that 
accompanies  the  FY  1995  Appropriations  Bill  for  the  Department  of  Commerce: 

•  Continue  the  Green  Building  Program  in  FY  1994  with  existing  unobligated  funds; 

•  Continue  in  FY  1995  the  Green  Building  Initiative,  in  conjunction  with  the  Building 
Technology  and  Fire  Research  and  advanced  technology  programs  at  a  level  of  $20 
million; 

•  Develop  the  FY  1995  program  in  consultation  with  EPA;  and 

•  Develop  Ihc  FY  1995  program  so  that  there  are  internal  NIST  components;  extramural 
demonstration  components  of  a  competitively  awarded  nature;  and  industry/council 
support  components. 

Thank  you  for  this  opportunity  to  submit  this  information  to  you  on  this  important  matter. 


STATEMENT  OF  R.  MAX  PETERSON,  EXECUTIVE  VICE  PRESIDENT, 
INTERNATIONAL  ASSOCIATION  OF  FISH  AND  WILDLIFE  AGENCIES 

The  International  Association  of  Fish  and  Wildlife  Agencies,  founded  in  1902,  is  a  quasi- 
governmental  organization  of  public  agencies  charged  with  the  protection  and  management  of 
North  America’s  fish  and  wildlife  resources.  The  Association’s  governmental  members  include 
the  fish  and  wildlife  agencies  of  the  stales,  provinces,  and  federal  governments  of  the  U.S., 
Canada,  and  Mexico.  All  50  stales  are  members.  The  Association  has  been  a  key  organization 
in  promoting  sound  resource  management  and  strengthening  federal,  state,  and  private 
cooperation  in  protecting  and  managing  fish  and  wildlife  and  their  habitats  in  the  public  interest. 
I  appreciate  the  opportunity  to  share  our  perspectives  with  you  today. 

In  these  times  of  fiscal  restraint,  the  Association  recognizes  and  appreciates  the  modest 
increases  to  some  of  the  natural  resource  agencies*  budgets.  Accordingly,  we  have  made 
thoughtful  deliberations  over  our  recommendations  arKl  have  been  careful  to  support  only  prudent 
and  modest  increases  where  it  is  necessary. 


NATIONAL  MARINE  FISHERIES  SERVICE  (NMFS) 

The  Association  is  generally  very  pleased  to  see  the  Administration’s  proposed  increases 
in  funding  to  address  the  critical  needs  of  the  nation’s  marine  fishery  resources.  The 
Administration’s  funding  request,  as  reflected  by  NOAA  and  the  Department  of  Commerce  s 
support  for  the  FY  1995  NMFS  budget  request,  demonstrates,  at  long  last,  a  more  r^islic 
Executive  Branch  understanding  of  what  is  needed  to  better  meet  the  nation’s  responsibilities  to 
marine  fishery  resources. 
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As  in  previous  yean,  it  is  the  Association's  position  that  NMFS*  top  priority  should  be 
marine  resource  conservation;  specifically,  research,  data  collection  and  management  of  marine 
fishery  resources  and  their  habiUU.  According  to  the  1992  Report  on  the  Status  of  U.S.  Living 
Marine  Resources  (Department  of  Comnoerce),  for  those  marine  fish  stocks  where  status  is 
known,  46  percent  art  overutilized  and  another  37  percent  are  fully  utilized.  Ihirty-four  percent 
of  marine  stocks  do  not  even  have  sufficient  information  gathered  to  evaluate  their  status.  Many 
fish  slocks  arc  continuing  to  decline.  Bycatch  mortalities  seriously  cripple  use  pf  a  number  of 
stocks  which  are  decimated  by  these  non-targeted  fisheries.  For  example,  an  estimated  10 
billion  juvenile  finfish  are  destroyed  each  year  in  the  Gulf  shrimp  fisheries.  Unfortunately,  the 
FY  1995  NMFS  budget  request  cuts  funding  fo*  bycatch  evaluation  by  $7(X),0(X). 

While  the  Association  is  very  pleased  to  see  the  Administration's  proposal  for  an  overai! 
increase  in  funding  for  the  NMFS,  it  is  disappointed  that  such  a  minuscule  portion  of  the 
recommended  increase  is  targeted  for  stale  assistance.  It  is  the  Association's  continued  position 
that  the  NMFS  can  most  effectively  conduct  many  of  its  resource  management  programs  through 
enhanced  partnerships  with  the  states.  The  Association  maintains  that  improving  the  ability  of 
federal  and  stale  marine  resource  managers  to  act  in  concert  will  substantially  enhance  the 
overall  management  of  the  nation's  living  marine  resources.  Therefore,  the  Congress  should 
increase  funding  for  the  inlerjurisdictional  fisheries  grants  and  provide  initial  funds  for 
implementation  of  the  Atlantic  Cooperative  Fisheries  Management  Act  as  detailed  below. 

The  Association  fccomroepdsJhat  the  Intcrjurisdiclional  Fisheries  AcLbc  fully  funded  at 
the  SS.6  million  level  as  authorized  by  Congress  ($5  million  for  cooperative  stale  programs  and 
$6(X),0(X)  for  the  three  Interstate  Marine  Fisheries  Commissions).  The  FY  1994  appropriation 
of  $3,451  million  was  not  adequate  to  support  research  and  management*  on  those 
interjurisdictional  species  under  fisheries  management  plans.  State  and  interstate  marine  fisheries 
projects  funded  through  this  program  provide  needed  interjurisdictional  fisheries  information  and 
catch  statistics  to  the  Interstate  Commissions  and  Regional  Councils.  Congress  recognized  in 
the  Interjurisdictional  Fisheries  Act  that  effective  conservation  of  marine  fisheries  requires  a 
state-federal  partnership.  Failure  to  provide  adequate  funding  jeopardizes  the  abilities  of  the 
slates,  the  councils  and  the  commissions  to  effectively  develop,  implement  and  monitor  regional 
fishery  management  plans  and  this  would  exacerbate  the  depleted  conditions  of  many  coastal  and 
ocean  interjurisdictional  resources. 

The  Association  recommends  that  the  new  Atlantic  Coastal  Fisheries  Cooperative 
Management  Act  be  fully  funded  at  $5  million.  This  bill  was  recently  enacted,  after  many  of 
the  Administration's  budget  proposals  had  been  completed.  It  is  landmark  legislation  that 
mandates  a  cooperative  federal-state  program  to  provide  critical  conservation  for  Atlantic  coastal 
fisheries.  The  NMFS  will  work  cooperatively  with  the  United  Stales  Fish  and  Wildlife  Service 
to  assist  the  stales  in  carrying  out  the  provisions  of  the  new  law.  Since  the  law  places  substantia] 
new  responsibilities  on  the  states,  it  has  been  recognized  that  additional  financial  resources  will 
be  necessary  if  these  valuable  marine  fisheries  are  to  be  effectively  managed.  It  is  therefore 
critical  that  the  funding!  authorized  by  the  recently  enacted  IcRislation  be  aPDiQpriatftl  by 
COiliTKl^ 

Grants  to  states  through  the  Anadromous  Fish  Conservation  Act  should  be  increased  JQ 

the  full  authorized  level  of  S5.5.  mitlion  through  an  FY  1995  appropriation  of  $5  million  fPLlhg 

Anadromous  Fish  Conservation  Act  and  an  additional  $5QQ.QQQ  for  fundin£  Se^tlgil  7  SlriPCd 

Bass  Studies  on  the  Atlantic  Coast.  The  Administration's  request  for  $2.36  million  for  FY  1995 
will  maintain  the  program  at  current  inadequate  levels.  Full  appropriation  as  authorized  by 
Congress  at  $5.5  million  is  critical  to  continue  the  monitoring  and  research  on  valuable  species 
such  as  salmon,  striped  bass,  sturgeon,  American  shad,  and  river  herring.  This  program  has 
traditionally  funded  activities  that  cannot  be  su[^rted  through  other  federal  and  state  funds  and 
the  fisheries  management  community  has  been  unable  to  adequately  address  the  needs  of  most 
anadronnous  fish  slocks.  For  example,  shortnose  sturgeon  are  endangered,  Gulf  sturgeon  arc 
threatened  and  states  have  closed  fisheries  due  to  the  collapse  of  Atlantic  sturgeon  stocks.  Shad 
and  herring  stocks  are  suffering  declines  in  the  South  Atlantic  and  Chesapeake  regions  and  the 
dire  conditions  of  many  stocks  of  Pacific  salmon  on  the  West  Coast  arc  well  known.  It  is 
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impossible  for  the  states  akme  to  fully  minafe  these  shared  migratory  stocks.  Cooperative  state 
and  federal  conservation  and  management  efforts  are  bask  to  restoration  and  enhancement  of 
these  species. 

Funding  of  Section  7  striped  bass  studies  is  esjcntial  to  the  continued  monitoring  tod 
restontion  of  the  AUantk  Coast  sbiped  bass  stocks.  This  is  a  prime  example  of  successful 
federal>state  partnership  which  could  be  jeopardized  by  a  lack  of  continued  federal  support. 

The  AMQCiation  recommends  fundint  the  operitjons  of ihe  Rcaiontl  Fishery  Management 
Councils  at  SIO.O  million.  Over  the  past  decade  the  need  for  responsible  action  by  the  Regional 
Councils  hu  expanded,  but  funding  for  Council  operations  has  not  kept  pace.  Councils  have 
not  even  been  funded  to  carry  out  new  responsibilities  given  to  them  when  changes  were  made 
to  the  Mignuson  Act.  In  many  areas  fishing  pressures  have  increased,  thus  requiring  greater 
management  attention  from  the  Councils.  Pubik  involvement  in  the  management  process  is 
essential  if  the  overall  pubik  interest  Is  to  be  served,  and  this  places  additional  demands  for 
funding  on  the  R^ional  Councils.  Fishery  management  plans  now  in  effect  must  be  carefully 
monitored  and  updated  to  provide  essential  conservation  of  these  fish  stocks.  The  Councils  must 
respond  with  dynamic  planning  and  monitoring  as  envisioned  in  the  Magnuson  Act  if  the  nation's 
valuable  marine  fisheries  is  to  be  restored  and  maintained. 

Ihc-AMOciation -ftippoita  thg.iuiMlin&jcquea..jf.  12.3- miUion.  for  rtxareh  and 

management  of  Atlantic  Jiighly  migratory  species.  The  1990  amendments  to  the  Magnuson 
FCMA  transferred  re^xmsibiliUes  from  the  Regional  Fishery  Management  Councils  to  the 
Secretary  of  Commerce  for  management  of  highly  migratory  species  such  as  billfish,  pelagic 
sharks  and  tunas.  However,  no  funds  have  yet  bten  provided  by  Congress  for  NMFS  to  carry 
out  these  added  responsibilities.  The  wide-ranging  migrations  of  these  stocks  over  the  oceans 
make  them  subject  to  many  international  fisheries.  The  fisheries  management  community  has 
little  understanding  of  stock  dynamics  and  management  requireni>ents.  Thus,  the  additional 
funding  for  research  and  management  planning  is  essential  to  carry  out  Congressional  intent. 

The  AMQclalion  rwommenda  that  the  Rttrcalionai  Fishery  Monitoring  line  licm 
be  increased  to  S4.0  million.  A  major  portion  of  these  funds  should  be  spent  on  harvest  surveys 
on  the  Pacific  Coast.  This  increase  should  be  used  to  strengthen  the  federal-state  partnership 
of  the  RECFIN  program.  These  studies,  as  well  as  the  MRFSS,  provide  essential  information 
needed  by  the  Councils  and  Commissions  to  prepare,  monitor  and  amend  management  plans. 

The  Association  arongly  supports  the  Administration's  new  initiative  to  increase  funding 
for  commercial  fisheries  statistics  programs.  Although  new  and  needed  funding  has  been 
provided  for  recreational  fisheries  statistics,  commercial  fisheries  statistics  programs  have  been 
allowed  to  slide  down.  This  is  totally  out  of  sync  with  what  is  going  on  in  fisheries 
management,  where  conservation  programs  to  address  resources  under  stress  require  adequate 
fisheries  data.  Many  of  the  activities  that  have  been  hurt  are  (he  cooperative  programs  with  the 
states  that  provide  so  much  of  the  necessary  data.  Congress  should  fully  fund  the 

AdminiiUition  jcquMted  incnaac> 

The  NMFS  budget  request  seeks  to  transfer  funding  responsibitiiy  for  the  Columbia  River 
hatcheries  (Mitchell  Act)  from  the  NMFS  to  the  Bonneville  Power  Authority  (BPA). 
Accordingly,  a  cut  of  $10.3  million  Is  proposed  by  the  agency.  The  Association  supports 
continued  unimpeded  operation  of  these  important  hatcheries  and  an  aporooriallon  of  SlQJ 

million  to  allow  for  their  operation  in  the  event  the  needed  funding  is  not  obtained  from  BPA. 

In  addition  to  the  $10.3  million,  the  agency  has  requested  a  related  cut  of  $3.5  million  from  the 
hatchery  muntenance  and  construction  account.  The  Association  requests  continuation  of  this 
$3.5  million  item  to  allow  continued  operation  of  the  Columbia  River  hatcheries. 

The  AMOriatiofl.  iwommeoda  .1  materatc.  of  Uw  SEAMAP  and  MARF.1N 

programs.  SEAMAP  should  be  iflcreascd  to  $2  mil!  jn.  and  MARFIN  should  be  increased  Jo 
$4.5  million.  These  programs  address  critical  needs  in  the  Southeast  and  Gulf  for  cooperative 
fishery  independent  studies  and  activities  to  address  specific  high  priority  problems.  MARFIN 
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hu  been  a  major  source  of  funds  for  the  Congressionally  mandated  shrimp  bycatch  studies. 
SBAMAP  U  building  a  long  term  data  base  necessary  for  the  management  of  heavily  expk>ited 
species  and  for  the  kSentificalion  and  protection  of  critical  habiUU.  MARFIN  and  SEAMAP  are 
valuable  stale-fedvral  partnership  programs.  Increased  funding  in  these  areas  will  allow  these 
programs  to  continue  to  address  high  priority  needs. 

Ihg-Aaociation  fccommends  an  aDoroprialion  of  SIO  million  for  the  17-95  computer 
system  profram.  An.  appropriation  at  this  level  would  allow  S4.5  million  fol  the  agency  to 
completd  the  hardware  procurement  and  an  additional  $5.S  million  for  necessary  cost  of  system 
implementadon. 

The  Association  is  pleased  to  see  that  the  FY  1995  budget  includes  funding  for  oyster 
disease  research  as  well  as  the  Atlantic  Salmon  program  and  for  data  collection  and  analysis 
related  to  U.S.  obligations  under  the  Pacific  s^mon  treaty.  The  Association  opposes  the 
proposed  cut  of  S4QQ.QQQ  aporooriated  bv  CQn£rtss  last  year  to  support  critical  funding  needs 
QfJhe_Gieat  Lakes  Fisheries  Commission*!  sea  lamprey  control  program. 

The  AssociaUon  recommends  a  substantial  increase  to  continue  the  NOAA  fieel 
modernization  program.  The  Administration  budget  request,  in  affect,  abandons  this  program 
for  FY  1995.  The  Association  is  concerned  that  NMFS  is  underfunded  to  conduct  research  at 
sea.  Specific  vessel  needs  are  clearly  presented  in  the  NOAA  strategic  plan. 

The  Association  isopposed  lo  the  Administration*!  proposal  to  reduce  funding  for  facility 
maintenance.  NOAA  admits  that  many  of  its  facilities  suffer  from  disrepair  and  long-deferred 
maintenance,  and  some  of  the  worst  pr^lems  are  located  in  Its  fisheries  facilities.  Many  of  the 
problem  areas  involve  health  and  safely  that  NOAA  will  have  to  take  care  of  in  any  event,  and 
unless  the  necessary  funding  is  provided  this  will  have  lo  be  made  up  from  other  programs  in 
the  budget.  CongrcM.ghould  restore  full  funding  for  facility  andLmaiDlenancc  in  NOAA 
consmiction  Account* 

The  Association  supports,  an  appropriation  of  S2.3  million  for  marine  mammal/fishery 
interaction  studies.  The  relationship  between  marine  mammals  and  the  nation’s  fisheries  is  the 
subject  of  intense  policy  consideration  and  information  is  critical  to  resolution  of  these  confiicls. 

The  Association  stronaly  supports  the  Administration’s  request  for  $19.6  million  in 
increased  funding  for  protected  species.  A  variety  of  endangered  species  controversies  have 
placed  significant  new  demands  for  analysis,  planning  and  recovery  on  the  NMFS  and  coastal 
states.  Thus,  increased  funding  for  programs  dealing  with  protected,  threatened  and  endangered 
species  is  critical.  However  the.ConAress  should  desianate  a  minimum  of  S5QQ.Q0Q  of  the 
increase  for  grants  to  states  under  Section  6  of  the  Endangered  Species  Act.  These  grants  would 
make  possible  the  joint  state-federal  implementation  of  recovery  plans  so  that  species  can  be 
recovered  and  eventually  delisted. 

The. Association  supports. the  AdJDjjuslnUion's  proposed  increase  in.lhc  NMFS  habiui 
protection  program  of  $2.4  million.  The  Association’s  position  is  that  aggressive  action  is 
needed  lo  protect  marine  habitat  in  order  to  achieve  the  fuihb^efits  of  the  nation’s  marine 
fisheries.  ^ 

The  Association  applauds  the  Administration  for  requesting  the  Saltonslall-Kennedy  (S-K) 
grants  program  to  address  high  priority  research  and  development  needs  and  to  generate  industry 
matching  monies.  These  funds  are  derived  from  import  duties  on  fishery  products,  and  for  over 
35  yean  have  been  used,  at  least  in  part,  to  support  U.S.  fisheries.  However,  the  Association 
requests  funding  of  the  FY  1994  level  i)LS7.144  million.  Less  than  15  percent  of  S-K  monies 
are  used  for  grants  and  more  is  needed  and  justified.  The  Association  strongly  recommends  that 
the  grant  program  focus  on  bycatch  studies  and  on  recovery  of  the  depleted  slocks. 


The  Association  is  pleased  to  see  a  significant  increase  in  the  funding  jequest  for  critical 
law  enforcement  Actiyilici  and  supoorts  the  aaency ’s  request.  However,  the  Association  believes 
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NMFS  couW  make  its  law  enforcement  activities  more  efficient  by  workinf  with  state  law 
enfofcenwnt  aieocies  and  therefore  recommertds  that  a  portion  of  this  increase  by  used  to 
enhance  the  development  of  cooperative  enforcement  activities  with  the  states. 

In  addition  to  the  NMFS  budget,  the  Association  offers  the  following  comments  on 
several  areas  within  the  NOAA  budget.  First,  the  Association  recognizes  the  importance  of  the 
Cooperative  Geodetic  Surveys  in  South  Carolina  for  natural  resources  management  and  urges 
Congress  to  restore  the  $600,000  that  the  Administration  proposes  to  cut  from*  the  Coast  and 
Geodetic  Survey  budget.  Second,  in  the  National  Sea  Grant  College  Program  budget,  the 
Admirustradon  proposes  to  eliminate  $2.8  million  designated  by  Congress  for  control  and 
elimination  of  the  zebra  mussel  problem.  The  Association  recommends  that  Congress  restore 
this  $2.8  million,  establish  it  within  the  program  base>  and  direct  it  to  be  used  for  research  in 
the  control  mI  tgunlic  nuiance  apccica, .including,  the.  Kbrum^L  Third,  the  Association 
supports  an  irw:rease  of  $5.0  million  to  strengthen  the  Sea  Grant  program's  efforts  in  the 
emerging  area  of  marine  biotechnology.  Finally,  the  Administration  proposes  to  eliminate  the 
entire  budget,  $3.0  million,  for  the  R^lonal  Climate  Centers.  These  six  regional  centers 
provide  a  wide  array  of  data,  products  ind  services  for  a  diverse  array  of  users  across  the 
country,  ^eral  of  these  centera  provide  information  important  In  addressing  the  relationship 
between  climatological  trends  and  effects  on  coastal  fisheries  and  habitats.  The  Association 
recommends  restoration  of  this  $3.0  million  and  continuation  of  this  critical  program. 


STATEMENT  OF  THE  ALASKA  WILDLIFE  ALLIANCE,  AMERICAN  HUMANJ 
ASSOCIATION,  AMERICAN  SOCIETY  FOR  THE  PREVENTION  OF  CRUELTY 
TO  ANIMALS,  ANIMAL  PROTECTION  INSTITUTE,  CETACEAN  SOCIETY 
INTERNATIONAL,  DEFENDERS  OF  WILDLIFE,  DOLPHIN  PROJECT,  EN- 
VIRONMENTAL  INVESTIGAl  ION  AGENCY,  ENVIRONMENTAL  SOLUTIONS 
INTERNATIONAL,  FRIENDS  OF  THE  EARTH,  FUND  FOR  ANIMALS,  THE 
HUMANE  SOCIETY  OF  THE  UNITED  STATES,  INTERNATIONAL  WILDLIFE 
COALITION,  MARINE  MAMMAL  FUND,  AND  SIERRA  CLUB 

Mr.  Chairman  a.id  Members  of  the  Subccmmiltcc,  thank  you  for  allowing  us  to  submit 
testimony  regarding  funding  levels  for  the  National  Oceanographic  and  Atmospheric  Administration 
(NOAA)  on  behalf  of  the  preceding  organizations  whose  combined  members  and  supporters  total 
more  than  four  million.  Although  wc  will  address  other  areas,  our  testimony  will  focus  primarily 
on  appropriations  for  endangered  and  protected  species  programs  of  the  National  Marine  Fisheries 
Service  (NMFS)  in  Fiscal  Year  1995. 

The  Congress  adopted  on  the  26th  of  April  a  new  regime  for  marine  mammal  conservation, 
amending  the  MMPA  in  such  a  way  as  to  require  considerably  more  resources,  beginning 
immediately  than  have  ever  been  required  for  the  programs  required  by  the  MMPA.  Many  of  the 
organizations  worked  diligently  to  persuade  the  Congress  to  spread  some  of  the  costs  to  those  who 
benefit  from  the  fish  harvesting  and  other  activities  that  affect  marine  mammals.  Wc  were  only 
moderately  successful  In  that  effort  so  now  must  advise  you  of  the  need  for  substantial  increases  in 
conservation  funding.  In  general  it  would  be  wise  to  shift  nds  devoted  to  increasing  the  size  and 
mechanical  efficiency  of  fishing  ficctsand  to  increasing  their  harvest  and  market  toward  conservation 
of  the  marine  resources  and  toward  aidingcommunitics  in  makingthe  transition  to  more  sustainable 
economies.  William  J.  Brennan,  Commissioner  of  the  Maine  Department  of  Marine  Resources  was 
quoted  in  a  recent  Boston  Globe  article  expressing  a  similar  view. 

In  general  wc  agree  with  the  April  12ih  testimony  of  Mr.  Amos  S.  Eno,  Executive  Director 
of  the  National  Fish  and  Wildlife  Foundation  before  the  Subcommittee  on  Environment  and  Natural 
Resources  and  the  Subcommittee  on  Fisheries  Management  of  the  U  S.  House  of  Representatives. 

As  noted  by  others,  Including  Amos  Eno,  although  the  NMFS  has  been  given  Inci eased 
responsibility,  the  Service  Is  dangerously  underfunded  and  understaffed.  Of  the  stocks  offish  whose 
status  is  known,  more  than  40  percent  arc  considered  over-utilized,  and  42  percent  arc  below  the 
stock  level  necessary  to  support  long  term  potential  yield.  Populations  of  many  marine  and  non- 
marine  fish  are  falling  or  have  fallen  drastically,  hence  the  need  to  list  and  otherwise  act  to  conserve 
them. 
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There  are  a  number  of  fliheiy  related  areas  that  we  wish  to  elaborate  on,  especially  in  light 
of  the  recent  reauthorizitlon  of  the  Marine  Mammal  Protection  Act  (MMPA).  For  the  nrit  time 
since  the  passage  of  the  MMPA  in  1972: 

1.  Permits  will  be  issued  to  inddcntally  kill  marine  mammals  from  populations  of  unknown 
and  depicted  status; 

2.  Permits  will  be  issued  to  inddcntally  kill  threatened  and  endangered  m^irlnc  mammal 
spedes; 

3.  The  burden  of  proof  has  been  shifted  from  some  user  groups  to  the  NMFS  in  order  to 
determine  if  fishing  activities  will  have  serious,  adverse  Impacts  on  populations  of  marine 
mammals  before  such  impacts  can  be  halted; 

4.  The  Intentional  killing  of  pinnipeds  eating  endangered  and  other  fish  in  the  Ballard  Locks 
area  of  Washington  stale  is  permissible; 

5.  The  same  interests  that  have  exerted  excessive  Influence  on  Fishery  Management  Coundls 
could  have  disproportionate  influence  on  how  marine  mammals  are  protected  under  the  new 
regime  of  numerous  advisory  committees  under  the  MMPA.  It  is  unlikely  that  fishing 
interests  through  the  Fishery  Coundls  wilt  willingly  limit  harvests  of  fish  to  protect 
rK>{>oommerdal  by-catch  such  as  marine  mammals. 

The  real  problem  for  the  fishing  industry  is  the  array  of  Ashing  practices  that  have  reduced 
marine  mammal  populations  while  overharvesting  Ash  populations.  Dead  marine  mammals  and  the 
destruction  of  their  habitats  are  symptoms  of  wasteful  Ashing.  Often,  the  cheapest  Ashing  methods 
are  also  the  most  damaging.  Obviously  the  regulatory  responsibilities  of  the  NMFS  have  been 
tremendously  increased  in  the  wake  of  the  reauihorizati^  of  the  MMPA.  It  is  absolutely  i  mpe  rative 
that  sufAdenl  funding  be  made  available  for  the  Ser%'ice  to  adequately  fulfltl  its  mandate  to  reduce 
Ashing  kills  of  marine  mammals  to  the  zero  mortality  rate  goal  within  seven  years,  or  the  MMPA- 
the  Arst  major  vdldlifc  law  passed  by  this  country-will  be  starved  to  death. 

With  this  in  mind,  we  recommend  several  enhancements  below  but  hi^light  spedAc 
examples  here: 

9  Crvatioa  of  m»  NGO  fbnd  !■  both  tho  asitssmtal  and  rccovory  planning  functions  to  allow 
nongovernment  organizations  (NGOs)  and  other  Interested  parties  to  attend  Take  Reduction  Team 
meetings  In  order  to  be  on  par  with  Fishery  Management  Council  input  into  the  protection  of 
marine  mammals.  Such  cost  coverage  has  been  traditionally  authorized  as  part  of  agency  fact-finding 
since  these  parlies  bring  information  to  the  agency  and  its  record  that  would  otherwise  be 
unavailable.  We  recommend  a  S3OO.Q00  enhancement  for  each  line  for  this  purpose. 

9  CrtalioB  of  «  fish  and  narino  .  ^mmil  iBeideaUil  lake  study  conducted  by  the  Woods  Hole 
Oceanographic  Institution  (WHOI)  Department  of  Marine  Policy.  We  arc  recommending  S2QQ.0QQ 
for  a  study  that  will  review  marine  mammal  interaction  and  Ash  by-catch  within  Ashcries.  Because 
aquaculture  production  is  beginning  to  surpass  some  Asherics.  we  would  like  to  suggest  that  the 
study  also  weigh  the  environmental  impacuof  seafood  farming  (destruction  of  wetlands,  introduction 
of  disease,  escapements  weakening  the  genetic  viability  of  indigenous  populations,  etc.)  The  overall 
goal  of  Che  study  would  be  to  Identify,  certify,  and  promote  low-impact  technologies  and  Ash  and  Ash 
products  that  have  been  harvested  ^th  environroenlally  safe  methods  and  technologies.  The  value 
of  such  a  market -based  strategy  would  be  to  encourage  environmentally  sound  methods  of  harvesting 
seafood  products  in  the  market.  It  will  also  be  necessary  to  examine  consumer  receptivity  to  paying 
more  for  environmentally  sound  seafood  products. 

4  We  oommend  the  President  for  responding  to  the  need  to  study  Marluv  Mammal/Fiihtty 
However,  we  recommend  an  inaease  of  at  least  S3.5  million  over  last  years'  levels  In 
order  to  help  researchers  learn  more  about  the  Interactions  between  Ash.  mammals,  and  humans  and 
the  habicr«is  of  marine  mammals.  With  the  new  habitat  protection  language  In  the  MMPA, 
additional  funding  Is  urgently  needed  to  conduct  adequate  research  for  the  NMFS  to  fulAll  its 
marKUle.  This  Includes  tiM  control  of  plaaiped  prodafloa  al  Ballard  Locks  aoar  Saatik.  At  kasC 
$150,000  should  be  provided  solely  for  non-injurf^  technologies  to  reduce  predation  of  stecihead 
(which  should  be  listed  u  endangered  but  are  not)  by  improving  computerized  water  Aow  and  lock 
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mtnifemeni  ctpaMlity,  by  idding  natural  vefetatk>n  cover  for  trout  and  by  opening  more 
ptssifewayt  for  upstream  Iroui  migration. 

4  We  support  the  Administration's  request  foi*  $500,000  for  Dolphin  Safe  Technologies.  The 
practice  of  setting  nets  on  dolphins  in  order  to  a  pture  tuna  is  inherently  flawed.  The  practice  can 
never  be  adequately  perfected  to  lower  the  mortatity  rate  to  icro.  According  to  a  National  Academy 
of  Science  report,  no  U.S,  research  and  devclopmtnl  funds  should  be  spent  on  "modifications"  to 
endrding  dolphins  with  purse-seine  nets,  whether  such  research  is  carried  out  by  N^IFS,  the  Inicr- 
Amcrican  Tropica!  Tuna  Commission  (lATTC),  or  any  other  competent  inlcrnaiiona!  body.  This 
is  now  all  the  more  clear  since  It  is  a  violation  of  the  law  since  March  24, 1994  for  U.S.  boats  to  set 
nets  on  dolphins.  The  yellowfin  tuna  embargo  provisions  were  placed  in  the  MMPA  in  order 
to  discourage  dolphin  deaths  caused  by  the  purse-seine  fishery  In  the  Eastern  Tropical  Pacific  (ETP). 
Wc  believe  that  this  amount  of  funding  Is  adequate  to  research  and  develop  fishing  technologies  to 
be  used  as  alternatives  to  the  deliberate,  chasing,  herding  and  corralling  dolt>hins  prior  to  setting  nets 
on  schools  of  dolphins.  Alternative  techniques,  would  be  In  the  interests  of  not  only  dolphins  and 
fishermen,  but  the  long-term  viability  of  the  ETP  fishery  and  protection  of  the  habitat. 

Wc  have  the  utmost  respect  for  the  marine  mamma!  and  fishing  gear  scientists  and 
researchers  at  WHOI.  As  any  development  of  technologies  will  have  at  least  some  aspects  that  are 
transferable  from  one  fishery  to  the  next,  and  because  of  the  problem  with  interaction  of  harbor 
por|K>ise,  depleted  coastal  boillenose  dolphins,  and  other  critical  marine  mammal  populations,  we 
recommend  that  at  least  half  of  the  funds  fS 250.000)  for  dolphin  safe  technologies  be  directed  to 
WHO!  to  research  EX^Iphin  Safe  Technologies.  It  would  be  easy  for  the  NMFS  office  In  Woods 
Hole  MA  to  work  with  the  scientists  at  the  WJIOI  to  complcmcnl  the  work  of  NMFS  laboratory  in 
the  Southwest.  Agair,  wc  urge  that  at  least  half  of  the  line  item  for  Dolphin  Safe  Technologies  be 
earmarked  to  WHOl  in  order  to  broaden  the  scope  of  the  gear  research.  This  is  separate  from  the 
above  marketing-oriented  study. 

4  Wc  recommend  increasing  the  funding  to  Assess  the  Status  of  Protected  Species  S9  million  above 
Ihe  Administration’s  increase  to  $37.267  million.  This  is  due  to  the  need  to  assess  the  status  of  scores 
of  marine  mammal  stocks  in  a  short  time.  This  new  areas  Includes  Protected  Species  Research  and 
E&dangtrod  Species  Act  Listing  and  Status  Rtvlew  and  must  go  beyond  the  status  quo  level  that  the 
Administration  recommends.  The  Administration's  request  for  FY  95  is  inadequate  to  cover 
research  and  related  tasks  that  are  necessary  In  order  to  properly  protect  endangered  marine  wildlife 
such  as  the  Gulf  of  Maine  hatbor  porpoise,  the  Gulf  of  California  harbor  porpoise,  sea  turtles. 
Pacific  salmon,  and  other  protected  spedes.  In  these  cases,  preventative  measures  would  be  fiscally 
sound  in  the  long  run.  We  request  al  UasI  43  nllllen  specifically  for  listing  in  light  of  the  serious 
backlog  of  spedes  subject  to  petitions  and  other  listing  actions  that  warrant  aiicnilon  and  whose 
status  is  so  poor  that  listing  Is  imperative.  As  part  of  this  the  Committee  should  provide  another 
$70,000  and  direct  the  agency  to  use  It  to  review  dedslons  not  to  list  anadromous  .species  of  less  than 
600  in  a  given  river  and  season's  run.  An  cqnal  Increase  should  be  available  for  interagency 
consnilalion  and  a  parallel  investigation  should  be  ordered  for  any  no-jeopardy  opinions  concerning 
actions  that  reduce  populations  to  or  below  the  level  of  400  in  a  given  river  and  season's  run.  These 
are  rough  benchmarks,  but  may  reveal  or  prevent  avoidance  of  the  duty  to  is.suc  jeopardy  opinions 
and  to  list  and  then  delist  once  biological  recovery  is  achieved. 

4  Af  noted  above,  Ike  former  Conservation  and  Managemeal  Operatlon.s/Prolected  Species 
Managensenl  line  Item  should  be  broadened  to  include  a  line  Item  dealing  with  interagency 
consultation  with  funding  of  at  least  an  additional  $3  million.  These  consultations  should  address 
the  potential  jeopardy  of  salmon,  Stcllcr  sea  lions,  and  species  in  extraterritorial  waters  affected  by 
U.S.  funded  or  designed  projects.  It  is  also  fairly  dear  that  NMFS  has  the  authority  and  the  duly 
according  to  courts  that  have  ruled  on  the  question  (Defenders  of  Wildlife  v.  Lujan  8th  Cir.  1990, 
reversed  on  other  grounds  6/12/92)  as  it  pertains  to  the  FWS,  to  advise  agendes  as  to  the  cfTccis  of 
iheir  actions  on  listed  spedes  overseas.  For  example,  the  Chinese  have  decided  to  go  ahead  with 
plans,  developed  In  pari  by  the  U.S.  Interior  Department  Bureau  of  Reclamation,  to  build  the  largest 
dam  In  the  world-the  3  Gorges  Dam  Project.  Wc  would  like  to  note  that  the  Bureau  of 
Redaraation  has  recently  withdrawn  from  the  3  Gorges  project  In  response  to  a  court  challenge 
brought  by  Defenders  under  the  ESA.  NMFS  experts  should  be  able  to  advise  the  Treasury 
Department  and  the  Bureau  of  Redamation  and  the  Army  Corps  (currently  seeking  greater  overseas 
leeway)  and  other  agendes  as  to  the  effect  of  other  dams  on  listed  spedes,  however. 
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^  TIm  TIssm  Bank  &  Straodlng  Network  line  item  should  be  a  total  of  $1.05  million.  Of  this, 
$500.000  is  requested  by  the  Administration  to  operate  the  basic  program  as  it  currently  exists;  plus 
$100.000  to  provide  a  database,  plus  an  additional  S  100.000  to  expand  and  analyse  impacts  of 
contaminanu,  $50.000  for  study  of  diseases  including  collection  of  blood  serum  and  testing  diseases 
which  may  be  endemic  in  a  given  marine  mammal  population;  plus  $175.000  to  fund  a  stranding 
necropsy  position  in  each  region  of  NMFS.  In  order  to  provide  reliable  Information  on  causes  of 
death  In  animals  and  to  collect  adequate  tissue  and  blood  samples,  it  Is  necessary  to  provide  a 
dedicated  staff  position.  Often  inadequate  or  no  Information  is  received  about  carcasses  due  to 
inability  of  regions  to  send  a  trained  staff  pe  rson  on  a  timely  basis  to  assess  stranded  animals.  Thus 
we  lose  valuable  information  on  potential  anthropogenic  factors  contributing  to  marine  mammal 
mortality.  Finally,  the  $500.000  contingency  fund  that  was  authorized  but  never  appropriated  for 
NMFS  Is  ujgtrlly  needed  to  allow  the  Service  to  I  spond  to  unusual  mortalities.  Congress  directed 
the  Service  tp  develop  a  comprehensive  database  on  marine  mammal  health  issues  in  the  Marine 
Mammal  Health  and  Stranding  Response  Act  of  1992.  Without  this  level  of  funding  NMFS  cannot 
provide  an  adequate  level  of  response  to  emergency  and  unexpected  sirandings.  Currently  NMFS 
Is  unable  to  accomplish  this  directive,  and  this  becomes  even  more  alarming  in  light  of  the  fact  that 
the  NMFS  will  increasingly  need  to  rely  on  accurate  stranding  data  to  monitor  and  enforce  the 
MMPA  and  meet  the  additional  burden  of  proof  referenced  abo\e. 

♦  Tlia  Ettdaogervd  Speclta  Act  (ESA)  Rtcovary  Plaa  line  Item  should  be  increased  to  $.0  million 
ii;  order  to  enable  the  NMFS  to  create  recovery  plans  for  all  species  In  need  of  protection.  Under 
the  newly  reauthorized  MMPA,  fisheries  arc  only  issued  permits  to  incidentally  kill  ESA  listed 
species  if  the  species  has  a  recovery  plan  already  in  development  or  developed. 

♦  Within  llw  newly  renaned  category  of  "prevent  listings",  In  which  the  former  Marine  Mammal 
Protection  Act  line  is  subsumed,  the  amount  should  be  raised  to  include  items  authorized  and 
required  but  rx)t  yet  mentioned  in  this  testimony  such  as  greater  enforcement.  We  believe  this 
entire  program  has  been  chronically  underfunded.  Now  with  the  rcauihorlzatlonof  the  MMPA  and 
with  all  the  added  duties  of  the  NMFS,  It  Is  Imperative  that  sufficient  funding  be  available  to  carry 
out  the  responsibilities.  For  example,  sufficient  funds  arc  needed  for  observers  aboard  commercial 
fishing  vessels  so  that  NMFS  may  gather  data  on  Incidental  take  levels,  respond  to  presently 
unforseen  fishery  problems,  and  accumulate  Information  on  stranding. 

Thank  you  very  much  for  giving  me  the  opportunity  to  submit  testimony. 


STATEMENT  OK  BILLIE  HOUGART,  THE  OCEANIC  INSTITUTE 

Mr.  Chairman  and  Members  of  the  Subcommittee,  L  greatly 
appreciate  the  opportunity  to  appear  before  you  and  the 
Subcommittee  to  thank  you  for  your  past  support,  and  to  discuss 
the  achievements  and  opportunities  relating  to  the  aquaculture 
and  fisheries  programs  at  the  oceanic  Institute  in  the  State  of 
Hawaii . 

For  more  than  30  years,  the  Oceanic  Institute  has  engaged  in 
the  development  of  technology  for  the  benefit  of  the  U.S.  marine 
aquaculture  Industry  and  for  the  health  and  welfare  of  marine 
fisheries  at  our  research  facilities  in  Hawaii,  when  the 
expansion  of  our  laboratory  and  research  complex,  now  underway, 
is  completed,  the  Oceanic  Institute's  Center  for  Applied 
Aquaculture  will  be  the  largest  and  most  sophisticated  facility 
of  its  kind  in  the  world.  And,  we  anticipate  that  our  research, 
technical  and  support  staff  can  increase  .in  the  future  from  145 
to  over  300. 

The  National  Academy  of  Sciences 's  Marine  Board  recently 
recommended  that  marine  aquaculture  technology  centers  should  be 
established  in  key  locations  in  the  United  States  to  address  key 
constraints  and  opportunities  in  marine  aquaculture.  He  are 
pleased  that  the  Oceanic  Institute  can  respond  to  this  mandate. 

Research  is  ongoing  in  all  key  aspects  of  marine 
aquaculture.  We  have  comprehensive  research  efforts  underway  in 
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such  sreas  as  aquatic  feed  foraulationf  disease  prevention  and 
health  Maintenance,  water  quality.  Maturation,  reproduction  and 
larval  rearing  of  shriep  and  Marine  finfish,  stock  enhancenent  of 
Marine  fisheries,  and  the  adaptation  of  imported  technologies  for 
doMestic  application. 

Hany  of  our  research  programs  are  carried  out  in  cooperation 
and  collaboration  with  Universities,  private  research 
Institutions  and  with  Federal  and  State  agencies  across  the 
country  and  in  the  Pacific  basin.  This  highly  focused  network  of 
technical  and  scientific  resources  is  an  important  complement  to 
the  work  conducted  by  Federal  and  State  agencies  in  the  marine 
scieni:e8. 

Several  of  our  most  important  research  programs,  research  on 
the  culture  of  marine  finfish  such  as  Papio,  the  culture  and 
release  of  Koi  for  stock  enhancement  in  Hawaiian  waters,  and  the 
Asian  Interchange  Program  have  been  receiving  generous  support 
from  this  Committee.  These  programs  have  made  significant 
contributions  to  the  state  of  Hawaii,  and  the  nation  as  a  whole. 

Our  Finfish  Culture  Program  has  evolved  from  the  combined 
efforts  of  feeds  research  and  the  development  of  finfish  grow-out 
technology.  The  goal  is  to  advance  the  culture  technology  of 
important  marine  finfish,  such  as  ♦♦Hahl  mahi"  and  "Papio”,  to  the 
point  of  commercial  feasibility. 

We  are  now  finishing  the  technology  transfer  packaqe  for 
Hahi  mahi  culture.  A  major  field  demonstration  test  to  grow  Hahi 
mahi  in  large  submerged  cages  will  be  conducted  soon  by  the 
private  sector  in  deep  waters  off  the  shores  of  Mississippi.  Our 
work  with  Papio  is  just  underway  but  already  significant  strides 
have  been  made  in  reproduction  and  in  larval  rearing. 

Thfi-Aquaciilture  interchange  Program,.  This  program  has  made 
significant  strides  in  the  exchange  and  application  of  Asian 
aquaculture  practices  by  the  U.S.  industry.  Each  year,  AIP 
organizes  a  workshop,  bringing  together  experts  from  a  particular 
field  of  aquaculture  for  a  direct,  reciprocal  exchange  of 
information. 

Results  of  workshops  are  compiled  and  made  available  to  the 
U.S.  Industry  and  to  researchers.  Topics  have  included  mass  and 
continuous  culture  of  live  microscopic  feed  for  larval  rearing  of 
marine  finfish  in  hatcheries,  and  the  culture  of  cool-water 
marine  shrimp. 

The  most  recent  package  is  an  assessment  of  selective 
breeding  of  fishes  in  Asia.  All  topics  chosen  for  investigation 
have  highly  important  economic  benefits  for  the  U.S.  marine 
aquaculture  industry. 

To  date,  the  program  has  focussed  on  Asian  aquaculture 
technology.  But,  because  it  is  now  clear  that  overseas 
technology  development  in  marine  aquaculture  is  rapidly  expanding 
from  Asia  towards  Europe,  the  United  States  must  now  increasingly 
interact  with  science  organizations  and  researchers  in  European 
countries. 

If  the  United  States  marine  aquaculture  industry  is  to 
remain  competitive  in  the  global  market  place,  it  roust  stay 
current  in  all  aspects  of  culture  technology  development. 
Therefore,  we  are  asking  for  a  modest  increase  in  funding  for  FY 
1995  to  expand  this  program  to  include  Europe. 

Tllft-StOCK  fintiancenent  Proaifta-  This  program  is  a  response 
to  an  estimated  85%  depletion  in  natural  fish  populations  in 
Hawaii's  coastal  waters  during  this  century.  Beginning  with  the 
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Stocking  of  striped  nuilet,  It  is  anticipated  that  a  nunber  of 
important  commercial  and  recreational  species  that  are  currently 
under  severe  stress  will  be  restored  in  the  Hawaiian  waters  by 
the  efforts  of  this  program. 

In  1994,  The  Oceanic  Institute  expects  to  complete  the 
release  protocols  and  evaluation  of  the  striped  mullet.  The 
Institute,  in  cooperation  with  the  National  Marine  risheries 
Service  and  the  State  of  Hawaii,  has  demonstrated  that  "the 
restocking  of  the  mullet  in  Hawaiian  waters  works. 

Our  fishermen  are  now  catching  large  numbers  of  released 
mullet.  For  example,  in  a  recent  sampling,  hatchery  produced 
mullet  comprised  around  30%  of  the  mullet  population  in  Hilo  Bay. 
The  technology  and  release  protocols  developed  for  the  test 
species  are  being  adapted  to  the  priority  game  species  in  Hawaii, 
the  Pacific  threadfin,  known  locally  as  ”Moi." 

Hr.  Chairman,  in  the  past  decade,  most  of  the  world's 
fisheries  have  been  exploited  to  the  point  of  near  exhaustion. 

As  stocks  are  fished  out,  species  previously  ignored  get  caught, 
as  do  small  fry  of  the  big  species:  fishermen  in  the  North  Sea 
now  bring  home  whiting  that  they  would  have  sneered  at  20  years 
ago,  and  their  catches  are  as  small  as  they  were  in  the  1970s. 

It  is  now  clear  that  responsible  and  science-based 
enhancement  of  important  rnarine  stocks,  based  on  sophisticated 
aquaculture  technology,  will  play  an  important  role  as 
governments  struggle  with  issues  of  overexploitation,  pollution 
of  critical  aquatic  habitat,  and  the  depletion  of  important 
commercial  fisheries  stocks.  To  that  end,  the  Oceanic  Institute 
is  now  exploring  opportunities  to  collaborate  with  interested 
Federal  and  State  institutions  and  apply  the  knowledge  gained  in 
Hawaii  to  enhance  depleted  coastal  fisheries  stocks  elsewhere  in 
the  United  States. 

As  well,  commercial  aquaculture  of  marine  species  can  help 
meet  the  demand  for  aquatic  protein.  For  example,  in  just  20 
short  years,  aquaculture  of  marine  shrimp  has  grown  to  the  extent 
that  farmed  shrimp  now  account  for  over  25%  of  all  shrimp  in  the 
world's  markets  and  it  is  now  possible  to  trade  shrimp  in  the 
commodities  market. 

The  programs  supported  by  this  Committee  at  the  Oceanic 
Institute  provide  a  sound  investment  in  the  development  of 
technology  for  American  aquaculture  and  fisheries  interests. 

Hr.  Chairman,  for  these  three  important  programs,  Finf ish 
CultuCA,  Stock  Enhancement,  and  Aquaculture  Interchange,  we  are 
requesting  a  total  of  $1.3  million,  including  an  increase  of 
$100,000  over  FY  1994  for  the  latter.  We  greatly  appreciate  the 
continuing  support  of  this  Committee  and  ask  for  favorable 
consideration  of  our  request  in  FY  1995. 


STATEMENT  OF  DIANNE  E.  REED,  PH.D.,  PRESIDENT,  MIDATLANTIC 
EMPLOYER'S  ASSOCIATION 


1  am  tha  nawly  appointed  Praaidant  of  the  KidAtlantlc  Btnployar'a 
Aaaoclation  <KXA),  a  trade  and  mambarahip  aarvicaa  aaaociation  located  in 
Valley  Forge,  Pannaylvania.  Tha  Aaaociation  praaantly  haa  over  2,700 
mambar  conpaniaa  located  in  four  atatea.  Ita  function  includaa 
aponaorahip  of  the  Kid-Atlantic  Trade  Adjuataient  Aaaiatance  Center 
(HATAAC^.  The  HATAAC  ie  one  of  t%relve  centera  nationwide  engaged  in 
administering  the  Trade  Adjuatment  Aaaiatance  program  for  firms  which  ia 
funded  by  Congreaa  through  the  Economic  Derelopaaent  Administration. 


It  Is  a  plaasurs  to  com  boforo  this  OoMlttoo  ropr«MntlD9 
tho  twolvo  trado  adjaatsMt  caotara  and  thalr  aponaoclng  organ LaatLona. 
Ifhila  thla  la  aqr  first  appaaranca  bafora  tha  OOMlttaa,  tha  TM  prograa  it 
no  doubt  faBillar  to  all  aaabara  of  tba  OoMilttaa»  and  I  would  Ilka  to 
axtand  tba  gratituda  and  thanks  of  all  thoaa  InTolTSd  in  TAA  for  your  past 
support  and  cosMiitasnt  to  tha  prograa. 

Fiscal  Taar  1995  will  find  TKh  at  crossroads  as  tha  prograa  will 
attaapt  to  satisfy  tha  alaost  insatiabla  dsaand  of  tha  Aaarican 
aanufacturing  coaaunlty  for  assistanca  against  foraign  trada  coapstition, 
whila  also  rssponding  to  tha  recognition  of  tha  prograa  as  a  asthod  for 
providing  sanrica  to  other  ssgasnts  of  coaaunitiaa  in  naad. 

Tha  raauthoritation  of  Trada  kdjustaant  Assistanca  for  firas  by 
Congrasa  in  1993  snaurss  tha  availability  of  tha  prograa  through  Ssptaskbar 
30,  1998.  Your  racognition  of  tha  prograa* a  value,  aanifastad  by  tha 
raauthorisation,  is  appreciated.  Your  racognition  of  tha  prograa* s  value 
is  also  supported  by  tha  facts. 

Participation  in  TAA  is  increasing.  In  FY  '93  there  was  a  43% 
increase  in  the  nuabar  of  firas  certified  into  the  prograa  over  FY  '92, 
and  a  68%  increase  over  FY  '91. 

Tha  else  of  tha  participating  firas  is  also  increasing,  suggesting 
that  larger  firas  in  the  econoay  are  struggling  to  retain  sales  and 
aaployaant  against  foreign  coapatition.  The  average  aaployaent  of  firas 
with  approved  adjustaent  plans  in  this  prograa  in  FT  '93  was  60%  greater 
than  in  FY  '91  and  83%  oreatar  than  in  FY  '92.  An  average  of  147 
aapioyeas  work  at  tha  firms  presently  approved  for  adjustaent  plan 
iapi eae nt at i on . 

Despite  thess  increases  in  demand  and  tha  increasing  nuabar  of  jobs 
TAA  is  working  to  save,  funding  for  tha  program  generally  remained 
constant  in  FY  '91  and  FY  '92.  In  FY  *93,  funding  was  reduced  by  27%  over 
previous  years. 

Baseline  funding  for  this  program,  the  minimum  amount  of  funding 
considered  as  necessary  to  operate  the  program  successfully  is  $13.7 
million  as  reflected  in  the  FY  '91  and  FY  '92  appropriations. 

Simply  stated,  TAA  works  for  the  import  impacted  manufacturing 
community.  Tha  Trada  Adjustment  Assistanca  Canters  have  worked  tirelessly 
and  have  made  a  commendable  effort  to  accommodate  this  demand  with 
shrinking  resources. 

However,  there  is  soon  to  be  a  time  when  the  credibility  of  this 
prograa  will  suffer  irreparably  because  we  will  be  unable  to  deliver  the 
services  we  advertise  to  a  majority  of  the  firms  that  seek  our  help. 

Trade  AdjustSMnt  Centers  around  the  nation  have  constantly  provided  client 
firms,  and  potential  client  firms,  with  a  clear  and  honest  understanding 
of  the  limited  resources  available 

to  this  program  and  the  reality  that  prograa  services  may  not  be  available 
for  adjustaent  plan  iapleaentation  assistance. 

In  many  cases  these  warnings  have  bean  prophetic  as  TAA  services  and 
resources  are  rationed  and  deferred.  The  result  has  created  a  national 
backlog  of  approved  technical  assistance  in  the  amount  of  $8.11$  million. 
This  figure  represents  projects  that  the  TAA  program  administrators  at  BDA 
have  approved.  The  firms  have  identified  these  projects  as  necessary  to 
their  survival  against  import  impaction)  the  Trade  Adjustment  Centers  have 
acknowledged  tha  validity  and  im^rtance  of  these  projects  to  tha  survival 
of  the  firms)  and,  BDA  has  approved  tha  projects  subject  to  the 
availability  of  funding. 

These  decisions  to  approve  meaningful  plans  for  adjustaent  around 
the  nation  are  certainly  justified  if  you  review  the  effectiveness  of  TAA 
during  the  past  five  years.  Since  1989  a  total  of  454  firms  have 
completed  all  or  part  of  their  approved  assistance  plana.  These  firas  had 
experienced  declines  in  employment  of  almost  14%  from  two  years  prior  to 
thsir  certification  into  the  TAA  program.  Their  sales  had  declined  by 
over  $391  million  or  alaost  10%. 

After  soma  participation  in  TAA,  these  same  firms  have  maintained 
existing  employees  and  sales.  Moreover,  tha  trends  in  decline  have  bean 
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r«T«r««d.  Th«««  sum  finia  h«v«  axpar lanced  incraaaad  acaployawnt  cr«atLn9 

new  joba  at  7.1%  over  prevLoua  e«pIoy»ent.  Salea  have  increaaed  even  eore 
draMtically.  The  flraa  have  created  over  $B03  million  in  new  aalea,  a 
22%  increaae  over  their  aalea  voluaie  on  the  date  they  were  certified  Into 
TM. 


In  a  coapariaon,  %/e  have  looked  at  one  region  of  the  nation  where  a 
coopoalte  of  firma  that  did  not  puraue  TAA  experienced  devaatating 
reaulta.  In  the  «Matern  region  of  the  country,  aooe  fir«a  wxm  certified 
into  TAA  but  choae  not  to  inplement  at  leaat  one  taak  in  their  adjuatnent 
plan.  The  fate  of  thoae  firma  ia  unfortunate  aa  39%  of  the  firma  that 
reapondad  to  our  inquiry  indicated  they  had  gone  out  of  buaineea  and  coat 
the  economy  $40  million  in  loat  aalea  and  634  loat  joba  collectively. 

Thoae  firma  raaponding  to  our  inquiry  and  atill  in  buaineaa,  yet  without 
TAA  participation,  exhibited  an  18%  decline  in  employment  and  a  10% 
decline  in  aalea  nonetheleaa.  When  thia  decline  ia  added  to  the  aalea  and 
employment  loaa  experienced  by  firma  out  of  buaineaa  the  comparative 
reaulta  are  truly  atartling. 

Parhapa  the  moat  aignificant  meaaurament  of  tha  ef fectiveneaa  and 
uaafulnaaa  of  TAA  ia  baaed  on  an  anaiyaia  of  what  you,  Congreaa,  receive 
in  return  for  your  appropriation  of  dollara  to  TAA.  Onlike  all  other 
federal  aaaiatance  prograna  for  buaineaa,  TAA  haa  mcaaured  the  extent  of 
return  on  federal  funda  dedicated  to  TAA. 

Between  PY  '69  and  FT  '93  Congreaa  appropriated  $54.2  million  to  the 
TAA  program  nationwide.  During  thia  period  a  total  of  51,439  private 
induatry  joba  were  impacted  by  the  aaaiatance  delivered.  Thia  meana  it 
coat  approximately  $1,053  to  aaaure  the  preaervation  of  each  of  theae 
joba.  When  we  analysed  the  economic  impact  of  each  job  in  terma  of 
muitipliar  joba  generated  in  providing  gooda  and  aervicea  to  the  employed 
manufacturing  worker,  we  determined  that  federal  and  atate  tax  revenuea 
generated  by  preaervation  of  the  primary  manufacturing  joba  along  with 
thoae  multiplier  joba  equalled  $7,260. 

Thua,  by  inveating  $1,053  in  a  TAA- related  job,  Congreaa  aaaured  a 
return  in  tax  revenue  of  $7,260  per  job  or  a  689%  return  on  your 
inveatment.  He  muat  congratulate  you  for  a  moat  prudent  and  profitable 
investment  policy.  He  believe  this  return  on  investment  data  demonstrates 
the  precise  reason  why  TAA  should  be  fully  funded. 

These  figures  clearly  justify  Congress*  decision  to  reauthor ice  tha 
TAA  program  in  1993,  and  by  themaelvea  provide  a  compelling  argument  for 
funding  the  baseline  ($13. 7H)  and  backlog  ($8.117H)  requests. 

Yet  there  are  greater  challenges  for  TAA  and  the  Trade  Adjuatment 
Centers  in  PY  '95,  namely  the  possible  expansion  of  services  into  other 
areas  targeted  as  economically  diatreaaed.  For 

the  first  time  in  many  years,  EDA  is  investigating  the  use  of  the  TAA 
program  as  a  model  and  resource  for  providing  similar  service  to  other 
economic  and  industrial  needs. 

In  response  to  questions  about  TAA  funding  by  the  Senate  Environment 
and  Public  Works  Committee,  William  W.  Oinaburg,  then-nominee  for  the 
position  of  Assistant  Secretary  for  Economic  Development  stated, 

"1  would  be  interested  in  exploring  the  feasibility  of  using  a 
program  baaed  on  the  trade  adjustment  assistance  model  to  meet 
an  expanded  group  of  industrial  adjustment  needs*  Thia  year 
we  are  undertaking  a  demonstration  program  using  the  existing 
TAAC  network  to  assist  in  the  adjuatment  of  firma  injured  by 
defense  cutbacks.  There  may  also  be  a  role  for  this  type  of 
aaaiatance  to  firms  injured  through  natural  disasters.  As  you 
may  know,  the  TAAC  model  provides  an  opportunity  for  Intervention 
before  the  manufacturing  facility  is  closed  and,  when  successful, 
saves  the  existing  companies  and  jobs.  Thia  avoids  the 
aignificant  monetary  and  social  coats  to  the  community  and 
workers  who  face  unemployment,  retraining  and  relocation 
decisions  aa  a  result  of  plant  closings.  Our  experience  with 
our  other  adjuatment  programs  such  as  Title  IX,  demonstrates 
that  it  takes  a  great  deal  of  time  and  effort  to  restore  joba 
to  a  community  once  they  are  lost.  A  successful  broad-based 
company  and  job  retention  program  could  be  of  significant 
benefit  to  the  nation's  adjustment  arsenal." 
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Xn  r«ftllty,  th«  d«iftonttr«tion  pro)*ct  r«f«rr«d  to  by  Mr.  Olntburg 
was  actually  in  raiponaa  to  an  initlativa  of  tha  TAAC  aponaora  apaarhaadad 
by  tha  Univaralty  of  Michlganr  School  of  Suainaaa  Mdainlatration.  Tha 
ff''  'Haoring  organlsatlona  rallad  upon  a  atudy  of  tha  Fadaral  Raaarva  Bank 
ti  Dallaa  which  projactad  loaaaa  of  774,509  joba  batwaan  1993  and  1998  dua 
to  raductiona  in  dafanaa  apanding. 

In  analyiing  thia  aobaring  atatlatio,  tha  cponaora  noticad  that 
Trada  Mdjuat»ant  Aaaiatanca  Cantara  alraady  axlatad  in  aight  of 
tha  alavan  highaat  iapactad  atataa.  Our  auggaation  includad  providing 
dafanaa  convaraion  funda  frota  BOM  to  all  cantara  in  ordar  to  inmadiataly 
bag in  addraaaing  tha  dafanaa  convaraion  iapact.  Ha  raaaonad,  and  IDA 
agraad,  that  thaaa  funda  would  ba  alnoat  totally  diractad  to  finna. 

Thara  ara  no  atart-up  coata  or  *inf raatructura”  coata  nacaaaary  to  bagin 
auch  a  progran.  hdainiatrativa  laachaniana  in  Haahington,  D.C.  and  around 
tha  nation  wara  alraady  in  placa  to  aarva  trada  iapactad  fima.  Dafanaa 
convaraion  aaalatanca  could  ba  adniniatrativaly  abaorbad  into  thia 
axiating  progran.  Tharafora,  nora  fa'daral  dollara  could  ba  channallad 
diractly  to  dafanaa  inpactad  firaa. 

Additionally,  wa  diacovarad  that  cloaa  to  30%  of  tha  axiating  TAA 
cliantala  waa  alao  dafanaa  iapactad.  it  bacama  obvioua  that  many  firaa 
ralatad  to  tha  dafanaa  induatry  had  naad  for  narkating,  financing, 
managamant,  adainiatrativa,  production,  and  diatribution  axpartiaa  lika 
that  providad  to  trada  iapactad  firaa  by  TAA. 

Aa  thia  daoonatration  pro)act  procaada  through  FY  '94,  diacuaaiona 
anong  aponaora  and  at  BDA  hava  involvad  poaaibla  axpanaion  of  thia  progran 
and  ita  axpartiaa  to  acconaodata  buainaaaaa  locatad  in  diatraaaad 
coamunitiaa  and/or  affactad  by  natural  diaaatara.  Claarly,  Mr.  Oinaburg'a 
viaion  ia  racaiving  attantion. 

Aa  you  ara  awara,  tha  Adniniatration’a  budgat  for  FY  '95  did  not 
includa  funding  for  tha  TAA  progran.  Mr.  Oinaburg 
haa  baan  on  racord  aa  atating  that  ha  haa  not  baan  involvad  in  tha 
praparation  of  tha  Adniniatration'a  budgat  poaitiona  on  thia  iaaua  but 
that  ha  would  look  forward  to  addraaaing  thia  iaaua  in  futura  budgat 
dalibarationa. 

Mr.  Oinaburg  haa  alao  taatified  bafora  thia  coonittaa  that  ”thia 
daciaion  doaa  not  raflact  a  viaw  that  buainaaa  and  tachnical  aaalatanca 
for  trada- inpactad  manufacturara  ia  unimportant,  nor  a  viaw  that  tha  Trada 
Ad)uatmant  Aaalatanca  Cantara  ara  inaf factiva. . . "  Ha  agraa. 

Annually,  thara  ara  auggaationa  mada  that  TAA  providaa  a  aarvica 
which  can  ba  incorporatad  into  othar  fadaral  prograna.  Wa  hava  analytad 
BDA'a  Univaraity  Cantar  progran,  NXST'a  atoarging  natwork  undar  tha 
Manufacturing  Extanaion  Cantar  Progran,  SBA‘a  Small  Buainaaa  Davalopnant 
Cantar  progran,  and  BDA'a  Minority  Buainaaa  Davalopnant  Cantar  program  aa 
poaaibla  partnara  with  TAA.  Howavar,  whan  ona  analysaa  tha  limitad  acopa 
of  aarvicaa  providad  by  thoaa  othar  prograna,  thair  antiraly  diaconnactad 
functiona,  tha  distinct  aphara  of  cliantala  thay  aarva,  and  thair 
quantifiabla  af factlvanaaa  in  conpariaon  to  TAA,  it  bacocaaa  claar  that 
purported  program  duplication  ia  mythology  and  proposed  program 
incorporation  ia  infeasible. 

Tha  Trada  Adjustment  Aaaiatanca  program  for  firms  ia  tha  only 
affective  and  proven  fadaral  program  to  serve  small  and  madium-sitad 
manufacturing  firms  with  in-dapth  managamant  and  tachnical  assistance  in 
all  functional  areas  through  turnaround  strategy  planning  and 
implamantation.  Given  tha  increasing  demand  of  firms  for  TAA  aarvicaa; 
given  tha  increasing  site  of  firms  making  thaaa  raquaats;  given  tha 
backlog  of  unfunded  approved  assistance;  and,  given  tha  raasonablanass  and 
logic  of  expansion  of  TAA  aarvicaa  into  othar  adjustment  endeavors,  wa 
baliava  our  raguaat  for  baseline  and  backlog  funding  in  tha  amount  of  $22 
million  in  FY  '95  is  worthy  of  your  moat  serious  consideration.  Tha 
American  bueineae  community  and  workers  whose  firms  and  joba  hava  been 
impacted  deserve  your  increased  support  and  wa  thank  you  for  it. 


956 


STATEMENT  OF  PR  KOFI  BOTA,  CLARK  ATLANTA  UNIVERSITY 

Mr.  Chairman,  thank  you  for  the  opportunity  to  submit  this  statement  for  the 
record.  Clark  Atlanta  University  (CAUI  Is  proposlnp  the  establishment  of  a  Center  of 
Exceller>ce  for  Technology  Transfer  (CET*)  to  corKfuct  value-added  research  and 
development  that  Is  market  directed  and  to  promote  commercialization  of  new 
technologies.  In  developing  the  corKept  for  CET^  we  have  worked  closely  with  the 
Department  of  Commerce  supported  Center  at  Iowa  State  University  (ISU)  ••  The 
Center  for  Advanced  Technology  Development  -  to  elign  the  goats  and  rhission  of  our 
Center  with  those  of  the  Department  of  Commerce. 

Clark  Atlanta  University,  a  historically  black  comprehensive  university  formed 
In  t988  by  the  consolidation  of  Atlanta  University  {founded  1865)  and  Clark  College 
(founded  1 869),  has  built  a  significant  base  for  research  and  development,  technology 
transfer,  ar>d  education  In  the  sciences,  engineering  and  technology.  The  recent 
establishment  of  the  Research  and  Education  Center  for  Science,  Engineering  and 
Technology  (RECSET)  is  an  affirmation  of  CAU's  commitment  to  both  basic  and 
applied  R&D  and  technology  transfer. 

CAU's  current  centersof  excellence  and  laboratories  in  science,  engineering  and 
technology  have  positioned  the  university  to  play  a  significant  role  in  the  marketing 
ar>d  commercialization  of  technology  In  the  region.  These  centers  include: 

•  Center  of  Excellence  in  Information  Sciences  funded  by  the  National 
Science  Four>datlon  and  the  Army  Research  Office  with  research  foci  In 
database,  image,  and  signal  processing,  software  technology,  and 
artificial  Intelligence; 

•  Center  for  Environmental  Policy,  Education  and  Research  funded  by  ERA 
and  the  Army  Research  Office.  Program  areas  Include  environmental 
policy  analysis,  environmental  modeling,  and  health  risk  assessments: 

a  Minority  Research  Center  of  Excellence  funded  by  National  Science 
Foundation.  Program  foci  include  atomic  and  molecular  theory,  fractal 
physics,  nonlinear  systems,  and  wavelet  analysis  and  image 
compression; 

•  Center  for  High  Performance  Polymers  and  Ceramics  funded  by  NASA 
Is  expanding  existing  polymer  and  ceramic  research  capabilities  In 
polymer  synthesis;  polymer  characterization  and  properties:  polymer 
processing;  and  polymer-based  ceramic  synthesis: 

•  Laboratory  for  Advanced  Aerospace  Structures: 

•  Software  Engineering  Research  and  Education  Laboratory. 

These  centers  and  (aboratories  provide  CAU  faculty  and  students  with  a  broad 
based  understanding  of  technology  research  end  development.  The  CET^  Is  the  logical 
next  step.  We  will  work  with  industry  to  focus  on  R&D  from  a  market-based 
perspective  ar>d  the  commercial  viability  of  the  research  product. 

Specific  activities  of  the  GET*  will  include: 

e  Access  to  technology  transfer  opportunities  information; 

e  Technology  evaluation  Including  bench  and  pilot  scale  testing;  assistance 
with  technology  development: 
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•  lncubatk>n  and  ttrtngthtnk>g  of  small  ar>d  minority  butinatt  antsrpritai 
in  tachnicai,  markatino,  and  managamant  actMtIas; 

•  Information  ratourcas  managamant  for  a  broad  ranga  of  tachnology, 
HBCU/MI  parsonnal  and  physlcat  ratourcas,  and  minority  businast 
antarprisas; 

•  Assistanca  with  licanslng,  patants,  and  othar  lagai  matters; 

•  Sclantific  and  anginaaring  consulting  to  industry  and  govarnmant; 

a  Tachnology  transfer  and  training  for  govarnmant  and  industry; 

a  Education,  training  and  curriculum  anhancamant  for  faculty  and  students; 

a  fostering  Mentor/Protaga  Programs;  Small  Buslni  >s  Technology 

Transfer;  Small  Business  innovation  Research;  Cooperative  Research  and 
Development  Agreements. 

Mr.  Chairman,  universities  can  contribute  directly  to  national  economic  goals 
through  the  development  and  Implamentatlon  of  technology  development  centers  Ilka 
the  CET*.  By  focussing  on  value-added  research  and  development  that  Is  market 
directed  and  the  promotion  of  commercially  viable  new  technologies,  we  will  ua  able 
to  help  irufustry  utitlia  research  dollars  in  the  most  cost-effective  manner. 

Fuktharmora,  by  supporting  the  davalopmant  of  the  CET',  Congress  and  the 
Department  of  Commerce  can  provide  leadership  for  national  tachnology  transfer  to 
HBCU  ar>d  Small  and  Minority  Business  Enterprises. 

We  are  seeking  this  subcommittee's  support  for  an  appropriation  of  13  million 
in  FY 1995  for  initial  costs  associated  with  the  development  of  the  CET^  These  funds 
vrill  be  matched  by  university  and  private  sources. 

Thank  you  for  the  opportunity  to  submit  this  statement  and  for  your  careful 
consideration  of  this  request. 


STATEMENT  OF  DAVID  POWELL,  PRESIDENT,  NATIONAL  WEATHER 
SERVICE  EMPLOYEES  ORGANIZATION 

Mr.  Chairman  and  members  of  the  committee,  1  am  pleased  and  honored  to  once  again 
submit  to  you  this  testimony  for  the  record  on  FY-199S  NOAA/NWS  appropriations. 

I  am  the  president  of  the  Natioaal  Weather  Service  Employees  Organization  (NWSEO).  I 
am  stationed  at  the  Weather  Service  OfBce  in  Chattanooga,  Tennessee.  I  represent  the  union  of 
employees  of  the  NWS  and  the  Nitiona]  Environmental  Satellite  Data  and  Information  Service 
(N^DIS),  both  part  of  NOAA.  All  our  members  are  engaged  In  observing,  forecasting  and 
dsseminating  weather  information. 

In  previous  testimonies  before  Congress,  our  organization  has  tried  to  focus  on  two  themes: 
protecting  public  safety  and  providing  weather  services  to  Americans  in  the  most  cost-effective 
manner.  The  following  are  our  spedk  observations  and  reoomroendatioru  on  the  FY-95  budget. 

1.  Preieimaon  of  Uie  Bud«t  to  ConiKW: 

Mr.  Chairman,  this  is  the  Bret  NOAA/NWS  congressional  submission  budget  in  more  than 
a  decade  that  Is  touUy  inconsistent  with  previous  line  item  designations  and  programs.  I  have 
received  numerous  comments  from  oongresskmal  staSi  knowtedgeabie  on  this  budget,  my  own  union 
ofRdab  and  others  on  Capitol  Hill  saying  that  this  budget  is  unreadable,  inconsistent  and 
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detiberately  vague,  lo  the  detriment  of  the  American  peopk.  For  example,  the  National  Weather 
Service  has  heoonie  an  "Advance  Short-Terra  Forecast  and  Warning  Service,"  and  none  of  the 
breakdowns  of  this  item  correlate  to  previous  budgets. 

The  figures  are  inconsistent.  On  page  NOAA-204.  the  NWS  see  ms  to  be  cutting  20  full-time 
equrvaients  (FTE)  but,  on  page  NOAA-21,  shows  a  net  gain  of  49  positions.  On  page  NOAA-llS, 
a  net  reduction  of  110  FTEs  for  the  NWS  is  shown.  Comparisons  to  last  year’s  FY-94  budget 
submissions  in  every  area  are  inconsistent.  A  final  note,  Mr.  Chairman,  NOAA should  resubmit  this 
budget  to  you  with  appropriate  cross-references  lo  FY-94  appropriations. 

2-  f  roPOWd  Reductions  Would  Affect  Public  Safety  and  Ignore  Congressional  Intent: 

The  "Advance  Short-Term  Forecast  and  Warning  Service,"  which  I  presume  means  the  NWS 
and  NESDiS  function  within  NOAA,  proposes  a  decrease  of  $15  million  and  1 10  FTEs  within  the 
operating  budget.  These  reductions  would  do  two  things  immediately: 

(a)  Devastate  NWS  field  office  staffing,  curtail  hours  of  operations,  eliminate  night  shifts 
at  these  offices  and  reduce  services  and  warnings  to  the  public  with  devastating 
results  and  possible  loss  of  life  and  property;  and 

(b)  Approval  of  this  budget  reduction  would  permit  the  NWS  to  ignore  the  congressional 
intent  of  PL  102-567,  the  Weather  Service  Modernization  Act. 

Let  me  explain  both  items  more  fully.  On  pages  NOAA-115, 1 16,  of  this  budget  submission, 
under  "short-term  base  funding,"  NOAA  states: 

The  Shoit-Term  operating  base  budget  is  reduced  by  $15.0  million  and  1 10  FTEs.  The  new 
modernized  technology  is  being  installed  in  the  field  The  significant  service  improvements 
that  have  resulted  from  the  new  technology  obviate  many  of  the  fears  and  concerns  that 
degradation  of  services  might  result  from  the  transition  of  the  old  structure  to  the  new. 
Because  of  the  success  of  the  new  technology,  the  NWS,  staying  within  the  spirit  of  Public 
Law  102-567.  will  reduce  operating  expenses  by  $15.0  million  in  FY  1995.  At  the  same  lime, 
modernization  goals  will  ^  pursued  in  the  most  economic,  efficient  manner  possible,  to 
ensure  that  weather  stations  receiving  new  radars  and  equipment  arc  adequately  staffed  to 
use  the  new  technology  effectively. 

Mr.  Chairman,  In  an  earlier  summary  submission  lo  your  committee,  NOAA  appears  to  have 
left  out  a  critical  sentence  that,  I  believe,  signals  their  real  intent.  Thf  paragraph  with  the  deleted 
sentence  (italicized  by  me)  is  as  follows: 

The  NWS  operating  budget  is  reduced  by  $15.0  million  and  110  FTEs.  The  new  modernized 
technology  is  being  installed  in  the  field  The  significant  service  improvements  that  have 
resulted  from  the  new  technology  obviate  many  of  the  fears  and  concerns  that  degradation 
of  services  might  result  from  the  transition  of  the  old  structure  to  the  new.  Because  of  the 
success  of  the  new  technology,  the  NWS,  staying  within  the  spirit  of  Public  Law  102-567,  witt 
acceterote  the  termination  of  activities  that  no  longer  contribute  to  the  Agency’s  mission.  At  the 
same  time,  modernization  goals  will  be  pursued  in  the  roost  economic,  efficient  manner 
possible  to  ensure  that  weather  stations  receiving  new  radars  and  equipment  are  adequately 
staffed  10  use  the  new  technology  effectively. 

Mr.  Chairman,  the  Weather  Service  Modernization  Act,  P.  L.  102-567.  was  very  clear  on 
closings,  consolidations  or  relocations  of  N^YS  offices,  requiring  a  certification  process  that  would 
not  cause  degradation  of  services  to  communities.  It  has  come  to  my  attention  that  if  your 
subcommittee  approves  NOAA's  requested  operations  budget  reduction,  the  NWS  vil!  take  that  as 
a  signal  to  override  and  Ignore  the  requirements  of  P.  L.  102-567.  This  should  not  be  tolerated.  We 
recommend  explidt  language  in  our  appropriations  report,  to  prevent  this  degradation  of  service. 

The  National  Weather  Service’s  "raodemized"  office  structure  not  in  place.  The  new 
technologies  are  not  commissioned  and  staffs  are  neither  trained  nor  in  place.  In  other  words,  public 
and  aviation  safety  will  be  placed  at  risk,  if  the  NWS  is  permitted  to  move  forward  unchecked  by 
Congress. 
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Mr.  Chiirmtn,  we  request  that  National  Weather  Service  short-term  base  funding  be  restored 
to  a  level  that  would  prevent  the  loss  of  1 10  FTE  cuu  of  $15  raUlion. 

3  Impact  Qf  Recent  GAO  Report  and  Review  of  Systemt  Acquisitions: 

Mr.  Chairman,  I  am  sure  your  staff  has  received  a  copy  of  the  General  Accounting  Office’s 
March  1994  report  (A1MD94-28)  on  "Weather  Forecasting."  with  its  far-reaching  recommendations 
for  NOAA  and  the  National  Weather  Service’s  modernization  systems.  The  NWSEO  has 
consistently  testified  that  It  is  not  recommending  against  new  technology  but  seeks  to  prevent  the 
degradation  of  weather  warnings  to  the  public  that  may  occur  unless  these  new  systems  can  be  fully 
tested  and  updated.  For  example,  we  arc  absolutely  opposed  to  plans  by  the  National  Weather 
Service  In  FY-95  to  pu. chase  ASOS  systems  at  the  requested  level  of  $17.53  million.  We  are  joined 
in  our  opposition  to  ASOS  by  other  groups.  We  believe  thut  ASOS  is  unsafe  as  a  stand-alone 
observation  system,  that  all  units  should  be  decommissioned  and  that  human  observers  should  make 
observations  until  ASOS  can  detect  all  weather  phenomena  and  its  operation  can  be  compared  for 
accuracy  to  human  observations.  Anything  less,  Mr.  Chairman,  will  endanger  public  safety.  You 
may  recall  my  testimony  last  year,  in  which  I  stated  that  because  ASOS  cannot  detect  thunder,  snow, 
freezing  precipitation,  sleet  or  hail,  elements  that  are  of  the  utmost  importance  to  aviation  and  the 
public  safety,  we  oppose  the  procurement  and  Implementation  of  ASOS  systems. 

• 

The  $17,5  million  requested  by  the  NWS  for  ASOS  acquisition  should,  in  the  alternative,  be 
added  to  the  operaiions/fleld  staff  budget  where  it  is  needed,  to  fill  the  proposed  $15  million 
shortfall.'  We  arc  concerned  that  the  price  the  public  is  paying  for  these  systems  is  simply  outrageous 
and  deserves  further  OAO  and  this  suboomroittee's  investigation.  For  example,  on  page  9  of  the 
March  1994  OAO  report,  it  (s  indicated  that  868  planned  ASOS  units  will  cost  the  taxpayers 
approximately  $632,4^  each,  using  budget  figures  from  the  NWS.  DoD  and  FAA.  This  Is  an 
Incredible  amount  of  money  for  a  system  that  does  not  work. 

Mr.  Chairman,  the  NEXRAD  system  has  been  estimated  by  this  same  GAO  study  to  cost 
$1.3  billion  for  175  units.  This  corresponds  to  approximately  $7.4  million  each.  We  believe  this  is 
equally  as  overpriced  as  ASOS  and  deserves  further  investigation  by  this  subcommittee  and  the 
OAO.  We  therefore  recommend  that  you  question  the  FY-95  request  for  over  $75  million  for 
NEXRAD  system  acquisition. 

Finally.  Mr.  Chairman,  we  are  also  concerned  about  the  AWIPS  funding  request,  in  light  of 
the  GAO  report.  The  AWIPS  Is  supposed  to  be  the  centerpiece  of  NWS  modernization.  However, 
considering  the  estimated  $475  million,  for  116  offices,  at  $4  million  each,  I  recommend  that  the 
subcommittee  review  the  $49  million  .E^-95  request  by  NWS  for  AWIPS  acquisition. 

4.  User  Fees  Need  to  be  Charged lo  the  Private  Scaon 

In  the  FY-95  budget  presented  to  Congress,  NOAA  proposed  the  collection  of  user  fees  for 
marine  and  aeronautical  information.  The  NWSEO  has  consistently  recommended  to  this 
subcommittee  and  to  the  authorizing  committees  in  Congress  the  imposition  of  user  fees  on  the 
private  sector  companies  that  now  receive  free  NWS  data  and  use  it  for  commercial  purposes.  A 
FY-93  study  prepared  by  the  Heritage  Foundation,  "A  Prosperity  Plan  for  America,"  recommended 
charging  private  weather  companies  user  fees  for  weather  information.  They  argued  that  data 
gathered  from  the  NWS  and  made  available  to  private  weather  companies  should  be  sold.  This 
would  represent  an  estimated  net  to  the  NWS  of  $50  million  annually.  We  have  argued,  Mr. 
Chairman,  that  the  private  sector  forecasting  industry  in  the  U.  S.,  which  is  estimated  to  be  a  $200 
million  a  year  industry,  should  be  charged  tees.  This  would  be  a  method  of  recovering  the  $15 
million  shortfall  and  the  loss  of  1 10  FTEs  pre  posed  in  this  FY-95  NWS  budget.  We  understand  that 
the  NWS  does  charge  minimti  fees  for  some  services,  but  it  is  not  enough.  I  have  attached  a 
background  paper  on  this  Issue  prepared  by  our  union  two  years  ago.  We  recommend  ihat  the 
subcommittee  consider  ir)creasing  user  fees  to  the  private  sector  and  dedicate  the  revenue  obtained 
to  NWS  operations  and  field  staffing  support. 

5.  The  IntCEritY  of  the  Natjopal  Wcather  Se  Price  is  in  Questton: 

This  FY-95  budget  reveals  a  NOAA  vision  for  the  21st  century  that  we  applaud,  and  we  wish 
the  administration  well  with  its  NOAA  environmental  goals.  We  are,  however,  concerned  that  this 
budget  refiecu  a  desire  on  the  part  of  NOAA  and  Department  of  Commerce  officials  to  inoorporAte 
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NWS  hinctiont  and  chanfc  the  character  of  the  lervke  without  oongr<ssk>nal  approval.  For 
example*  In  the  NOAA  FY-95  budfci  presentation  to  Congress,  page  WOAA-ll.  it  Is  stated  that 
The  primary  objective  of  the  Forecast  and  Warning  Services  strategy  is  to  create  a  truly  NOAA- 
wide  forecast  and  warning  service,*  We  request  this  subcommittee  and  the  House  Space 
subcommittee  to  conduct  joint  hearings  on  the  National  Weather  Service,  the  original  19!h  century 
•Organic  Act*  and  the  laws  under  which  the  National  Weather  Service  operates.  Including  in  the 
NWS  budget  items  such  as  *socio-eoorx>mics  and  education,*  as  the  FY-95  budget  advocates,  is  far 
aheld  from  our  stated,  congressionaity  mandated  purposes. 

In  conclusion,  Mr.  Chairman,  we  have  grave  concerns  about  the  future  direction  of  the  I^^WS 
and  the  budget  implications  I  referred  to  in  my  testimony.  We  respectfully  request  that  you  consider 
maintaining  the  staffing  and  field  operations  levels  without  approving  the  NOAA-recommended 
NWS  operation  budget.  We  abo  recommend  that  you  reverse  NOAA's  belief  that  it.  and  not 
Congress,  can  dismantle  Weather  Service  station  services  and  functions  at  will,  regardless  of 
congressional  intent.  I  believe  you  have  the  authority  to  do  this,  and  we  request  that  you  insert 
appropriate  language  to  preserve  the  NWS  operations.  I  have  had  my  staff  undertake  a  small 
research  project  that  reviewed  the  last  five  years  of  appropriations  legislation  as  it  relates  to  NWS 
operations.  This  is  attached  to  my  testimony. 

We  need  your  continued  help  to  maintain  the  public  safety  and  public  service  nature  of  the 
National  Weather  Service.  We  are  fully  committed  to  assist  you  and  Congress  in  this  regard. 

Thank  you. 


Selected  House  and  Senate  Report  Language  an 
Nalionat  Weather  Service  Operations,  1989-1993 


Houso  Report  101-173,  Jufy  1989.  to  accompany  H.  R.  2991,  Departments  of  Commerce,  Justice,  and 
Stale,  the  Judiciary,  and  Related  .Agencies  Appropriations  Bill,  Fiscal  Year  1990,  p.  l.<. 

Tie  Committee  is  concerned  about  the  reduced  operating  time  at  the  Huntsville,  Alabama 
and  Tupelo.  Mississippi  weather  stations  and  has  provided  sutficient  funds  in  the  accompanying  bill 
to  maim  iin  the  current  operating  levels  for  all  weather  service  in  fiscal  year  1990.* 


Senate  Report  101-144.  Septembar  1989,  to  accompany  H.  R.  2991,  Depaiimeots  of  Commerce. 
Justice,  and  State,  the  Judiciary,  and  Related  Agencies  .Appropriations  Bill,  1990,  p.  26, 

"In  restoring  the  funds,  the  Committee  expects  the  National  Oceanographic  and  Atmospheric 
Administration  to  continue  operation  of  West  Virginia  s  weather  stations  at  current  levels." 


Senate  Report  101-515,  October  1990,  to  accompany  H.  R.  5021,  Departments  of  Commerce,  Justice, 
and  Stale,  the  Judiciary,  and  Related  .Agencies  Appropriations  bill,  1991,  p.  25. 

The  Coramiiice  expects  the  National  Oceanic  and  Atmospheric  Administration  to  continue 
operation  of  West  Virginia’s  and  all  other  weather  stations  at  current  levels." 


Senate  Report  102>t06,  July  1991,  to  accompany  H.  R.  2608,  Departments  of  Commerce,  Justice, 
and  State,  the  Judiciary,  and  Related  .Agencies  Appropriations  Bill,  1992,  p.  58. 

The  Committee  funher  directs  that  no  aaion  be  taken  to  plan  for  or  to  implement  any 
reduction  in  the  Grecnville/Grecr,  SC,  Weather  Semce  office.  ‘Hie  increase  provided  for  the 
Weather  Service  are  intended  to  eiimiiiate  any  financiai  rationale  for  reducing  this  station." 
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S«Ml«  Roport  102*331,  Jtily  19f2,  to  occoM^y  S.  3020,  Dtport»o«U  of  ComoMrco,  Jostko,  zmd 
Stou,  t^  Jodkkry,  Mmd  RololoO  Afoocioo  AfpropHoUoos  BIU,  1993,  p.  50. 

nrhe  Committee  Oinher  directs  that  ,io  action  be  taken  to  plan  for  or  to  implement  any 
reduction  in  the  Greenville/Grccr.  SC,  Weather  Service  office.  The  increase  provided  for  the 
weather  service  are  intended  to  eliminate  any  Boaodal  rationale  for  redudng  this  sudon  * 


Ho«so  Report  103*157,  Jaoo  1993,  to  aceoBpoay  H.  R.  2319,  Dtpartmoots  of  Connorct,  Justieo, 
■■4  Stato,  tbo  Jodkiory,  and  Roiatod  Afoacks  Appropriatkas  Bill  llseal  Year  1994,  p.  44. 

The  Committee  intends  that  there  be  no  reduction  or  degradation  of  service  at  the  Jackson, 
Kentucky  Weather  Service  Office  or  the  Weather  Service  Office  in  Aroerican  Samoa.* 


March  30,  fS92 

NWS  User  Fees 


BACKGROUND 

Pub.L  101*508.  Sec  10202(a)  amended  Pub.L.  100-685  Sec.  409  to  expand  the  scope  ot 
tees  for  the  sale  to  the  public  of  environmental  data,  information,  and  products  that  NOA.A  is 
authorized  to  charge  based  on  'fair  market  value'.  However,  the  following  limits  have  been 
placed  on  the  amount  of  the  fees,  the  drst  three  of  which  are  significant: 

1.  Pub.  L  101-508.  Sec.  10201(b)(1)  established  limits  on  the  increase  in  revenues  to 
the  U.S.  Tfcasurv  resulting  from  the  increased  fees.  These  limits  on  increased 
fees  were  52  million  in  each  of  FYs  1991.  1992.  and  1993,  and  S3  million  for 
each  of  FYs  1994  and  1995.  Thus,  even  though  the  statute  directs  that  the  fees 
be  based  on  'fair  market  value.'  the  statute  also  directs  that  the  lees  be  capped  at 
a  level  that  collects  no  more  than  the  additional  amounts  mentioned  above.  (It 
should  also  be  noted  that  any  new  fees  or  fee  increases  for  archived  data  ot 
>fESDIS  do  not  count  against  the  fee  increase  limit  cap  because  Pub.L.  100-685 
Sec.  409  already  authorized  NO.\A  to  collect  fair  market  value  fees  for  such  data 
prior  to  the  enactment  of  Pub.L  101-508.) 

2.  Pub.  L.  101-508,  Sec  10201(b)(2)  further  mandates  that  increases  in  revenues  to 
the  U  S.  Treasury  be  achieved  through  'fair  and  equitable  increases  in  fees  for 
services  otTered  by  the  various  programs  of  NOAA."  The  legal  requirement  of 
‘fair  and  equitable"  suggests  that  the  commercial  value  of  the  services  could  be 
factor. 

3.  Pursuant  to  Pub.L.  100-685  Sec.  409(b)  NOAA  is  not  charging  ‘fair  market  va'uc’ 
fees  for  the  provision  of  vseather  warnings,  watches,  and  similar  products  and 
services  essential  to  NOAA's  mission.  Thus  fees  for  the  NOAA  Weather  Wire 
Service  and  the  Public  Products  Service,  the  official  vehicles  for  providing 
watches  and  warnings,  were  not  instituted  or  increased,  respectively,  in  August 
1991. 

4.  Pub.L.  100-685  Sec.  40^b)  requires  NOAA  to  continue  to  provide  its  services  to 
other  governmental  entities  and  to  universities  and  other  nonprofit  institutions  at 
no  more  than  cost,  and  to  waive  the  fees  as  necessary  to  participate  in 
international  data  sharing  arrangements. 

5.  Pub  L  101-508,  Sec  10201(b)(2)  also  embedded  in  the  requirement  from  Pub  L- 
l(W-685  Sec.  409  that  data  information  and  products  that  arc  'used  for  research 
and  not  for  commercial  purposes”  shall  be  provided  at  cost. 
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COMPOSITE  SCHEDULE  OF  FEES 


Sous  Ibr  TaWe: 

F««s  are  per  year. 

Fees  are  e:rciusive  ot  satellite,  teased  line  or  telephone  call  charges  that  are  levied  by  the  carrier 

Connections  are  dedicated  leased  line  except  CAC  as  noted.  New  fee  schedule  a^ies  to  listed 
services  on  or  after  3/19/91,  and  for  products  and  services  covered  by  a  subscription  agreement 
in  effect  as  of  that  date  the  increased  fee  will  apply  at  renewal  or  at  earliest  possible 
amendment  date. 


Service 

Old  Fee 

New  Fee 

Remarks 

NWS 

NOAA  Weather  Wire  Service 

0 

0 

Family  of  Services  (FOS>: 

Public  Products  Service 

3.000 

3,000 

No  change 

Domestic  Data  Service 

3.500 

11.760 

Int  1  Data  Service 

4.000 

13.444 

Numerical  Produa  Service 

10.000 

33,600 

Direct  Connect  Service 

12.500 

42.000 

Digital  Facsimile 

AFOS  Graphics  Service 

5.500 

18.480 

20,500 

68,800 

Climate  Analysis  Center  fCAC) 

Frequent  User  (t(X)4>  calls) 

.Moderate  User  (52*99  calls) 

600 

1.425 

400 

968 

Light  User  (12-51  calls) 

140 

199 

Casual  User  (Ml  calls) 

48 

68 

Radar  Data  (WSR.57.  -74$,  .74C) 

Each  connection 

0 

600 

New  charge 

NESDIS/NWS 

GOES-Tap  (Standaro) 

100 

236 

No  change 

GOES-Tap  (WSFO) 

0 

0 

NOAA's  published  fee  schedule  contained  flexibility  for  each  service  in  the  above  table  that 
showed  an  increase  in  fees,  since  under  Pub.L.  100^5  Sec.  409fc)  the  published  schedule  must 
remain  in  effect  for  three  years.  NOAA  states  that  'it  is  likely  inti  some  fees  will  need  to  be 
adjusted  as  NOAA  gains  experience  with  the  new  fee  system,  conducts  market  studies  regarding 
its  operation,  and  assesses  how  the  marketplace  reacts  to  the  fees  in  the  schedule.  The  fee  may 
be  adjusted,  when  appropriate,  by  increasing  or  decreasing  the  ...  fee  within  the  range  indicated 
for  each  product  or  service.'  The  permitted  range  for  FOS  and  GOES-Tap  services  is  I  65  to 
4.54  times  the  old  fee,  for  CAC  services  0.99  to  3.13  times  the  old  fee.  and  for  radar  data  $4^0 
to  5900. 

GENERALIZED  STATEMENT  OF  SERVICES 

.A  subscriber  to  the  Public  Product  Service  (PPS)  of  the  FOS  receives  all  public  products, 
including  forecasts  and  warnings,  from  all  offices. 

.A  subscriber  to  the  NOAA  Weather  Wire  Service  can  select  his/her  own  subset  of  all  public 
pr^ucis.  including  forecasts  and  warnings,  from  all  NWS  offices,  up  to  perhaps  I  2  to  3/4  of  the 
total  available.  (£:rvice  capacity  is  lower  than  that  of  the  PPS.) 

A  subscriber  to  the  Domestic  Data  Service  (DD^  receives  all  NWS.  FAA  and  military 
observations  and  aviation  products  from  the  NWS.  This  may  also  Include  Canadian  and 
Me.xican  data. 

A  subscriber  to  the  International  Data  Service  receives  international  products  received  and 
processed  by  the  NWS  National  Meteorological  Center  (NMC). 

A  subscriber  to  the  Dieiial  Facsimile  Service  receives  graphics  products  depicting  observations 
and  forecasts  from  NMC. 
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The  fcmainder  of  «he  FOS  services  iransmii  numerical  and/or  computer  graphic  data  generated 
hy  iVWS  computer  models  useful  in  forecasting. 

A  subscriber  to  a  radar  connection  receives  a  video  feed  from  the  radar. 

A  subscriber  to  a  GOES-Tap  receives  COES  satellite  imagery.  The  standard  tap  a!lo\\s 
subscriber  a  choice  of  imagery  that  can  be  changed  at  will.  The  WSFO  tap  proviues  the  user 
with  the  same  imagery  that  the  nearest  WSFO  selects. 

ESTIMATED  COSTS 

Typically,  a  television  station  and  large  radio  stations  have  the  JWWS  without  incurring  a  ice. 

A  small  regional  company  providing  real-time  weather  services  and  forecasts  could  do  a  minimal 
it)b  (parroting)  NWS  ibrccasis  using  only  the  NWWS  and  Digital  Facsimile  Service  for  a  total  ol 
S  18.480. 

A  small  regional  company  providing  real-time  weather  services  and  forecasts  with  anv 
self-respect  would  require  the  NWWS  or  PPS.  DOS.  Digital  Facsimile  Service,  and  GOES-Tap 
for  a  total  of  S30.476  or  $33,476.  A  small  company  may  subscribe  to  one  or  more  (but  not 
more  than  a  couple)  radar  drops.  Some  may  subscribe  to  other  company's  services,  such  as 
WSI,  SiSCORP,  or  AJden  to  receive  data  packages  tailored  to  their  needs. 

Most  television  stations  with  staff  meteorologists  now  subscribe  to  a  service,  such  as  WSI. 
SISCORP.  Aiden.  or  ACCU- WEATHER  to  obtain  data  and  graphics  tailored  to  their  needs. 
Costs  of  these  vary  widely,  partially  dependent  on  the  type  of  service.  S3(X)  to  SKXX)  a  month  to 
several  thousand  ^llars  a  month. 

A  large  national  company  providing  real-time  weather  services  and  forecasts  would  reouire  the 
PPS.  DDS.  Int’l  Data  Service,  the  Digital  Facsimile  Service,  and  GOES-TAP  for  $77,396. 
Additionally,  they  would  require  radar  connections,  cither  direct  or  through  a  reseller..  (WSI. 
Kavouris.  and  Aiden  each  have  connections  on  many  NWS  radars  and  resell  the  data  to  other 
users.) 


PRELIMINARY  DISCUSSION'pOINTS 

^  Fees  go  to  Treasury  not  into  agency  budget; 

Fees  are  capped  below  what  NWSEO  considers  fair  market  value; 

□  Tair  market  value'  fees  arc  not  charged  for  NWWS  and  PPS;  which  is  vvhere  the  .SWS'i 
most  valuable  services  are  disseminated: 

^  There  is  no  differentiation  between  the  end  user  and  reseller,  i.e..  an  end  user  subscriber 
pays  the  same  fee  as  a  reseller,  whether  or  not  any  value-added  service  is  performed. 


STATEMENT  OF  BETH  CLAUDIA  MARKS,  DIRECTOR,  THE  ANTARCTICA 

PROJE(DT 


I.  JlnirmluttiuQ 

Thank  you  for  Ihc  opportunity  to  testify  today  on  the  Fiscal  Year  1995  budget  for  the  Departiocnt 
of  Commerce,  and  specifically,  the  Antarctic  Marine  Living  Resources  (AMLR)  Program  of  tlic 
National  Oceanic  and  Atmospt«ric  Administration  (NOAA).  I  am  Beth  Marks’.  Director  of  Ttic 
Antarctica  Project'  This  sutement,  which  is  presented  on  behalf  of  12  tnvirontnenlal 


'  Non-governmental  representative  on  the  U.S.  delegation  to  the  Convention  on  the  Conservation 
of  Antarctic  Marine  Living  Resources,  1990-present. 
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organizations’,  urges  this  Subcommittee  to  approve  an  appropriation  of  at  ieasi  $4  million 
to  support  AMLR,  NOAA's  directed  research  progran  In  Antarctica:  $2  millkm  to  support 
AMLR’s  research  program,  and  $2  million  to  charter  a  research  vessel. 

The  AMLR  Program  is  currently  supported  by  NOAA’s  R.V.  Surveyor.  A  $2  million 
appropriation  is  sufneient  if  the  AMLR  Program  continues  to  be  supported  by  the  Surveyor. 
However,  if  the  Surveyor  or  another  vessel  is  not  available,  an  additional  $2  million  would  be 
needed  to  charter  a  vessel.  Obvbusly,  without  a  vesset,  AMLR  cannot  continue  its  research 
program. 

Although  this  effort  Is  vital  to  U.S.  Interests  in  Antarctica,  and  supports  our  International 
obligation  to  the  Convention  on  the  Conservation  of  Antarctic  Marine  Living  Resources 
(CCAMLR),  the  Administration  Is  seeking  Insamcient  funding  for  the  AMLR  Program  in 
its  Fiscal  Year  199S  budget  request.  The  current  budget  request  is  $1.2  million,  which  is  the 
level  at  which  AMLR  has  been  funded  for  the  past  two  years.  We  are  pleased  that  the 
Administration  has  included  funding  for  AMLR  in  the  FY93  t^get  However,  this  amount  has 
been  insufneient  to  allow  AMLR  to  fulfill  its  Congressional  mandate,  and  could  severely  diminish 
the  effectiveness  of  the  Program. 

With  sufficient  funding,  it  may  now  be  possible  to  carry  out  Congress’  original  mandate,  and  to: 

1 .  develop  an  effective,  long-term  research  plan; 

2.  coordinate  effectively  with  NSFs  basic  research  program  in  Antarctica;’  and 

3.  become  involved  in  multi-national,  muld-3reaT  programs  requiring  significant  advance 
planning  and  commitment  of  resources. 

We  recognize  that  budgetary  constraints  may  make  it  difficult  to  increase  fiinding  for  AMLR  for 
FY95.  However,  regardless  of  the  level  of  funding,  it  is  critical  that  Cungrc.ss  includes 
language  in  the  appropriations  bill  which  specifies  that  these  funds  are  fur  AMLR.  After 
successfully  getting  AMLR  In  the  Prcsidcnt'i  FY94  budget  request,  NO  A  A  diverted  some 
of  Its  funding  to  make  up  budget  shortfalls  in  other  programs.  Language  must  articulate 
that  funding  for  AMLR  is  non-discretionarj.  The  AMLR  Program  Is  already  running  on 
very  limited  funds;  additional  decreases  could  severely  diminish  the  effectiveness  of  the 
Program.  Language  also  needs  to  specify  that  a  boat  must  be  available  for  AMLR. 

In  both  FY92  and  FY93,  funds  from  the  State  Department’s  Office  of  Oceans.  International 
Environment  and  Scientific  Affaln  funded  several  key  programs*.  Although  this  additional 
funding  allowed  several  key  components  of  the  Program  to  proceed,  funding  was  still  not 
available  for  contingerKies. 

The  Slate  Department  docs  not  Intend  to  fund  AMI.R  programs  in  FY95.  Tliis  means  that 
without  additional  funding  from  Congress,  several  initiatives,  begun  with  State  Department  funds, 


’  The  Antarctica  Project,  Friends  of  the  Earth,  Greenpeace- U.S.,  The  Humane  Society  of  the 
United  States,  The  Humane  Society-International,  National  Audubon  Society.  National  Parks  and 
Conservation  Association,  National  Wildlife  Federation,  Natural  Rc.sourccs  Defense  Council, 
Sierra  Club,  Wilderness  Society,  World  Wildlife  Fund-U.S. 

’  N.SF's  Office  of  Polar  Programs  funds  and  manages  the  United  States  Antarctic  Program. 

*  FY92:  $62,000  funded  U.S.  observers  on  board  commercial  fishing  boats.  FY93:  $125,000 
funded  a  crab  workshop;  160,000  .supported  the  development  of  ecosystem  models.  For  FY94, 
about  $90,000  has  been  requested  to  fund  crab  rc.scarch.  These  programs  arc  described  in  ilic 
testimony. 
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will  not  be  able  to  continue,  and  the  Program  will  be  unable  to  follow  through  on 
recommendations  made  by  an  AMLR  review  paneP. 

Thf  cnTlronmcnlal  coromanllj  strongly  lupporU  the  AMLR  Program  because  research 
rcsoits  have  provided  the  foundation  for  the  adoption  of  strict  conserration  measures.  The 
United  States  Is  only  one  of  two  nations  which  Is  studying  both  the  predators  and  their  prey. 
This  Is  critical  to  meeting  the  ecosystem-oriented  obJeciWes  of  CCAMLR.  CXIAMLR  is  the 
only  international  agreement  designed  to  manage  the  remarkable  productivity  of  the  vast  Southern 
Ocean.  AMLR  is  critical  to  CX^AMLR's  success.  Wc  must  seize  the  opportunity  to  strengthen 
AMLR,  and  ensure  its  continuation,  by  increasing  its  appropriation.  In  die  absence  of  AMLR, 
the  principal  Hshing  nations,  such  as  Japan,  Russia  and  Chile,  will  continue  to  resist 
implementation  of  conservation  measures,  and  overfishing  will  persist 

Data  generated  by  the  U.S.  AMLR  Program  has  been  essential  in  protecting  the  Antarctic 
marine  ecosystem.  Since  AMLR's  inception,  the  United  Slates  has  played  a  significant  role  in 
developing  conservation  measures  aimed  at  restricting  the  harvesting  of  exploited  species,  and 
in  the  development  of  the  CX!AMLR  Ecosystem  Morvitoring  Program: 

•  The  U.S.  undertook  the  fust  research  cruises  which  confirmed  that  fish  stocks  in  the 
Southern  Ocean  were  harmed  by  commercial  fishing  operations.  These  results  led  to  the 
decision  to  prohibit  or  limit  fishing  in  certain  areas. 

•  Research  results  from  the  AMLR  Program  have  confirmed  the  relation  between  krill 
availability  and  predator  health.  This  has  led  to  the  development  of  measures  to  ensure 
that  the  commercial  krill  catch  is  not  overly  concentrated  near  predator  breeding  sites. 

•  Consensus  within  CCAMLR  to  Initiate  a  precautionary  cap  on  kiill  fishing  was  reached 
in  large  part  because  of  research  results  generated  by  the  U.S.  AMLR  program. 

•  ■  In  response  to  a  U.S.  fisherman  initiating  an  Antarctic  crab  fishery,  the  U.S.  convened  a 

CCAMLR  workshop  to  develop  a  long-term  monitoring  plan  for  the  fishery,  am! 
developed  a  model  research  and  development  plan*  to  ensure  that  the  fishery  did  not 
develop  ahead  of  the  acquisition  of  biological  data.  This  set  a  precedent  for  other  new 
and  developing  fisheries. 

In  the  absence  of  the  results  generated  by  AMLR,  the  U.S.  CCAMLR  delegation  will  be  unable 
to  argue  persuasively  for  the  adoption  of  conservation  mea.iures  aimed  at  limiting  ihc  harvesting 
of  exploited  species.  The  major  fishing  nations  in  the  Southern  Ocean  will  continue  to  resist 
Implementation  of  Ihesc  conservation  measures,  and  the  marine  living  resources  will  continue  to 
be  exploited  beyond  sustainable  levels. 

In  addition,  now  that  the  United  Stales  has  become  a  fishing  nation,  it  is  especially  important  for 
us  to  maintain  credibility.  This  Is  not  the  time  for  the  V.S.  to  decrease  its  research  efforts. 


’  Review  of  the  United  States  Antarctic  Marine  Living  Resources  (AMLR)  Research  Program, 
27-29  May  1992,  La  Jolla,  CA  (Dr.  Robert  J.  Mofman,  Marine  Mammal  Commission.  Chairman). 
In  particular,  the  review  panel  recommended  hiring  an  ecosystems  modeler  who  would  develop 
simulation  models  which  would  correlate  the  interactions  between  the  predators  and  prey,  and 
fisheries,  and  would  ascertain  if  the  design  of  the  research  program  can  separate  natural  from 
human-induced  impacts  on  the  predators  and  prey.  The  panel  identified  the  major  weakness  of 
the  program  as  being  the  lack  of  an  ecosystem  model  on  which  to  base  the  program’s  predator- 
prey  data. 

*  Adopted  by  Ihc  CCAMLR  Commission  at  the  1993  CCAMLR  meeting. 
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II.  Buifciniini 

Commercial  harvesting  of  Antarcdc  fish  began  in  the  early  ISI70s.  By  1976,  several  nations  had 
launched  commercial  harvesting  operatioas  for  krill,  the  one-  to  two-inch  long  shrimp-like 
crustacean  that  forms  the  basb  of  the  Antarctic  food  chain.  The  ConvtnUon  on  the 
ConserTallon  of  Aiilarclic  Marine  Living  Resoarces  (OCAMLR)  was  negotiated  in  response 
to  the  collapse  of  several  species  of  fish  from  unregulat^  fisheries,  and  the  concern  that  a  rapid 
escalation  of  a  krill  fishery  could  precipitate  the  demise  of  the  Southern  Ocean  marine  ecosystem. 
Because  of  krill's  pivotal  role  in  the  food  chain,  an  escalated  fisticry  could  alst)  impede  the 
recovery  of  whale  populations. 

CCAMLR  W9S  formulated  in  an  attempt  to  provide  a  management  system  that  would  both  protect 
the  ecosystem  and  allow  fishing  activities  In  the  region.  CCAMLR  is  unique  in  its  "ecosystem" 
approach  to  the  management  of  fisheries,  because  its  aim  is  to  allow  sustainable  use  of  any  stock 
while  preventing  ineversible  damage  to  populations  of  target  spec'ies  and  species  dependent  on 
or  related  to  the  target  species.  CCAMLR  is  thus  the  first  International  convention  to  address 
ecosystem  management  goals,  rather  than  strict  conservation  goals  which  empliasire  the 
protection  of  marine  stocks. 

The  Convention  entered  into  force  in  1982,  and  established  an  advisory  Scieniiftc  Committee  and 
a  regulatory  Commission  with  authority  to  impose  restrictions  on  commercial  fishing  operations. 
To  dale  21^  nations,  IrKluding  the  rruijor  fishing  nations  in  the  Southern  CXrean- Russia,  Ukraine 
and  japan--have  agreed  to  subject  their  fishing  activities  to  regulation  under  the  Convention.  This 
agreement  comes  at  a  price-fishing  is  allowed  to  continue  oniil  proof  of  over- fishing  has  been 
established.  This  is  counter-intuitive  to  a  scheme  of  sustainable  management,  because  it  permits 
harvesting  to  persist  until  slocks  have  decreased  to  alarmingly  low  levels.  Yet  it  is  the  only  way 
to  reach  international  agreement 

The  Convention  requires  const nsus  decision-making,  which  means  that  all  nations  must  approve 
measures  to  prevent  overharvesting.  Only  with  persuasive  scientific  information  wilJ  the  fishing 
nations  be  forced  to  agree  to  and  comply  with  conservation  nieasures. 

To  give  effect  to  the  Convention  domestically,  and  to  ensure  the  acquisition  of  the  requisite 
scientific  information,  Congress  enKted  the  Anttrclic  Marine  Living  Resources  Convcniinn 
Act  of  1984*.  This  act  directed  NOAA  to  develop  and  implement  a  directed  research  program 
to  support  and  facilitate  implementation  of  CCAMLR.  This  program,  the  U.S.  AMLR  Program, 
has  been  implemented  by  NOAA's  National  Marine  Fisheries  Service,  since  1986,  when  Congress 
approved  the  Program  Development  Plan  (PDF)  for  the  program*. 

When  CCAMLR  entered  into  force  it  requested  that  member  nations  design  and  implement 
programs  that  would  address  questions  about  basic  krlil  biology  and  population  dynamics,  and 
the  interaction  between  krill  and  their  predators'*. 

The  U.S.  AMLR  Program  was  the  first  national  research  program  to  investigate  the  state  of  the 
fish  stocks  in  the  Southern  Ocean.  The  first  AMLR  cruise  confirmed  that  fishing  operations  were 
having  adverse  impacts  on  marine  life,  and  indicated  that  several  fish  stocks  were  l^ing  exploited 
at  rates  above  those  which  allow  replacement  of  the  slock.  Several  of  lite  fish  stocks  had  been 
so  heavily  fished  that  their  populations  were  less  than  10%  of  their  size  in  1982". 


*  The  full  program,  as  planned  in  the  PDP,  was  to  be  funded  at  the  $4  million  level,  including 
$1.8  million  for  the  charter  of  a  dedicated  research  vessel. 

’*  In  addition  to  the  U.S.  program,  Argentina,  Australia,  Brazil,  Chile,  France,  Federal  Republic 
of  Germany,  Japan,  New  Zealand,  Poland,  South  Africa,  Soviet  Union,  and  the  United  Kingdom 
implemented  research  programs  which  complemented  the  U.S.  program. 

"  Testimony  of  Bruce  Manheim,  Environmental  Defense  Fund,  before  the  Hou.se  Appropriaiioas 
Subcommittee  on  ComrtKrce,  1987, 


Because  these  early  studies  conrirmed  low  iiandint  stocks  of  fish,  the  tradiUonaJ  harvesting  areas 
surrounding  the  South  Shetland  and  South  Orkrtey  blands  in  the  Southern  AlUnltc  Ocean  were 
closed  to  ftnruhing.  Attempts  to  reopen  these  areas  have  not  been  successful.  However,  unless 
fish  stock  surveys  are  completed  in  the  future,  we  could  lose  the  agreement  to  keep  these  areas 
closed.  It  will  only  be  due  to  the  consistent  and  vigilant  application  of  the  results  of  the  research 
cruises  that  consensus  will  be  maintained  to  prohibit  or  limit  fishing  in  these  and  other  areas. 


111.  ImnorUBCt  of  CCAMLR 

The  importance  of  CXTAMLR  and  the  U.S.  AMLR  Program  is  in  their  ability,  over  a  decade’s 
lime,  to  monitor  changes  in  the  Southern  Ocean  ecosystem.  Whether  fluctuations  in  the  marine 
environment,  including  changes  In  marine  populations,  can  be  attributed  to  human  or  natural 
events,  can  only  be  determined  by  research  which  continues  over  a  long  time  scries.  The  only 
way  to  distinguish  between  human-induced  aiKl  natural  variability  in  the  Southern  Ocean 
ecosystem  and  in  the  physical  environment,  is  by  collecting  data  over  a  long  lime  scries. 

Results  from  the  past  few  years  are  illustrative;  a  shortage  of  krill  in  1990  was  implicated  in  the 
decline  in  two  indicators  of  krill  predator  (seals  and  penguins)  health-thc  number  of  live  births, 
and  the  survival  rate  of  young.  This  wu  followed  by  an  unusually  good  year  for  krill,  while 
results  from  1992  indicated  another  poor  year  for  krill. 

Preliminary  results  from  this  past  season  repUette  results  from  1990:  total  krill  appear  to  be  2Q9b 
of  their  1993  level,  although  kjiU’depeMint  populations  of  seals  and  penguins  appeared  healthy.'* 

Wlicther  these  observed  changes  arc  the  result  of  natural  fluctuations  or  due  to  the  krill  fishery 
is  still  not  known. 

These  results  highlight  the  challenges  facing  CX!AMLR.  and  t^  need  for  continued  research:  to 
establish  a  relation  between  changes  in  the  marine  ecosystem  and  external  vs.  natural  impacts, 
and  to  de^rmine  what  is  overfishing.  They  also  emphasize  that  not  enough  is  known  about  krill 
demographics  to  understand  the  annual  recruitment  of  krill  populations.  More  research  is  needed 
on  krill  population  dynamics,  susuinabte  recruitment  levels  and  the  variability  associated  with 
environmental  versus  human-induced  changes. 

Commercial  fishing  in  the  Southern  Octui  is  expected  to  grow,  v'ith  resultant  cnvironinenlal 
pressures.  It  is  believed  that  the  Southern  Ocean  is  the  "last  remaining  major  source  of  marine 
protein,  (and  this  will  lead  to)  considerable  harvesting  activity  in  the  Southern  Ocean,  which  will 
require,  if  it  is  to  have  a  chance  of  being  sustainable,  a  massive  extension  of  current  ecological 
research..."'*.  An  artkle  in  National  Fisherman  states  that  the  "Southern  Ocean  contains  an 
astonishing  molherlode  of  [krill]...,"  and  that  "sonie  experts.. .expect  a  real  firefight  over 
conservation  if  a  strong  market  ever  develops  for  krill"'*. 

Proper  implementation  of  CCAMLR  is  necessary  to  permit  sustainable  managenKnt  of  these 
fisheries  without  negatively  impacting  the  ecosystem. 


'*  Marine  Fisheries  Service,  Fisheries  Science  Center  News  Release,  NOAA  scientists  find 
Antarctic  krill  populations  far  below  normal,  April  II,  1994. 

Drewry,  D.J.  1993.  The  future  of  Antarctic  scientific  re.search,  Polar  Record  29:37-44. 


'*  National  Fisherman.  Distant  waters:  U.S.  fleet  enters  the  global  race  for  better  fishing  grounds. 
May  1993. 
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iv«  ImanrUntf  oLlhc  AMLE  ffoirim 

1.  The  AMLR  Propun  iniUated  the  flnt  ecosystem  monitoring  program  which  studied  the 
relationship  between  the  seal  tod  bird  predators  on  Seal  Island,  and  the  krill  and 
oceartogra^ic  features  of  the  waters  surrounding  Seal  Island. 

The  U.S.  developed  the  hypothesis  that  studying  the  interaction  between  krill  predators 
and  their  prey  would  facilitate  understanding  natural  krill  populations,  the  U.S.  is  tl>e 
only  nation  coiKlucting  these  studies.  In  fact,  an  interagency  review  panel  noted  that 
"AMLR  is  focussed  on  tasks  that  arc  esienllal  to  aicftlfli  the  ecosysltm-orlenifd 
objeclim  of  CCAMLR»  and  arc  not  being  done  by  other  Parlies"”. 

2.  Consensus  to  Initiate  the  precautionary  cap  on  krill  Rshing  wu  reached  in  large  part 
because  of  research  results  generated  by  the  U.S.  AMLR  program. 

3.  In  respoitse  to  a  U.S.  fisherman  applying  for  a  permit  to  initiate  a  crab  fishery  in  ilie 
Southern  Ocean,  the  U.S.  took  the  lead  in  ensuring  that  the  fishery  is  developed  using  a 
conservative  approach  by  developing  a  model  research  and  development  plan.  The  crab 
fishery  was  used  as  an  example  of  how  to  manage  a  new  fishery,  and  set  a  precedent  for 
other  new  and  developing  fisheries.  U.S.  scientists  hosted  a  CCAMLR  workshop  on  crabs 
to  determine  how  to  maximize  data  collection.  Recommendations  from  the  workshop 
were  adopted  at  the  last  CCAMLR  and  will  be  implemented  during  the  upcoming  fishing 
season. 

4.  In  response  to  a  U.S.  initiated  proposal,  measures  were  adopted  which  defined  "new"  and 
"exploratory"  fishciies  and  articulated  procedures  for  conducting  them.  These  measures 
are  necessary  to  assure  that  fisheries  (kvelop  slowly  and  in  concert  with  the  acquisition 
of  biological  and  demographic  data.  Prior  to  this,  fisheries  were  allowed  to  develop  until 
the  resource  was  depleted. 

• 

5.  U.S.  AMLR  personnel  initiated  the  CCAMLR  Inspection  Program  of  conunercial  boats 

in  the  1990/91  season  with  the  boarding  of  a  Japanese  vessel,  and  carried  out  inspections 
during  the  past  two  seasons;  NOAA  personnel  boarded  a  Russian  vessel  in  the  1991-92 
season,  and  a  Polish  vessel  during  the  1992-93  season.  This  set  a  precedent  for  other 
countries:  the  U.K.  conducted  Its  first  Inspection  in  the  199 U92  season.  (The  CCAMLR 
Inspection  Program  seeks  to  measure  compliance  with  (XAMLR  conservation  measures 
by  allowing  for  unannounced  checks  of  commercial  boats  which  are  engaged  In  harvesting 
activities.)  ' 

6.  This  past  season  the  U.S.  implemented  the  CCAMLR  Scientific  Observer  program  by 
placing  an  obseiVer  on  board  a  Russian  vessel,  as  part  of  the  CCAMLR  Observation  and 
Inspection  program,  and  arrangements  have  been  made  to  place  an  observer  on  board  a 
Japanese  vessel  in  the  upcoming  season.  The  Scientific  Observer  program  is  distinct  from 
the  Inspection  Program,  in  thatobserven  are  placed  on  board  commercial  fishing  vessels 
under  a  bilateral  agreement,  for  all  or  pari  of  the  fishing  season.  Observers  enable 
compliance  monitoring  with  the  conservation  measures  adopted  by  the  CCAMLR 
Cornmission.  They  provide  verification  of  the  fish  species  caught,  fishing  methods  used, 
catch  data,  iikI  accurate  and  timely  reporting  to  the  CCAMLR  Secretarial 

One  of  the  biggest  obstKles  to  the  adoption  of  conservation  measures  is  lack  of  data 
submission.  Without  this  data,  the  Scientific  Committee  U  unable  to  provide  the  best 
scientific  advke  on  the  state  of  a  fishery  or  fish  stock.  Without  data  to  back  up  claims 
of  overfishing  the  fishing  nations  can  argue  that  there  is  no  proof  of  overfishing,  and  can 
attempt  to  increase  allowable  cticbej,  and  open  previously-closed  areas  to  fishing. 

7.  The  AMLR  Program  has  encouraged  collaboration  with  Kientists  of  many  nations.  This 
bilateral  cooperation  encourages  scientists  to  participate  in  the  land  and  sea-based  aspects 
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of  the  Progrim.  PoUtkally,  thii  cooperttioQ  enhances  U.5.  interactions  ii  other 
international  fora,  not  only  i^thin  CCAMLR  and  in  the  Antarctic  Treaty  System. 

8.  Stable  fotnl  resources  will  need  to  be  found  to  meet  the  demands  of  a  world  population 
in  exponential  growth.  The  remarkable  productivity  of  the  Southern  (Xean  underscores 
its  potential  to  sustain  commercial  rishcries.  The  U.S.  crab  Hshery  may  expand 
subsuntially.  An  Australian  company  might  begin  harvesting  up  to  80  tonnes  of  krill. 
CCAMLR  was  established  to  sustainably  manage  Southern  Ocean  fisiiefies.  Effective 
implementation  of  CCAMLR  will  ensure  effective  management  of  ihe.se  Esherie.s. 

9.  Research  results  from  the  U.S.  AMLR  program  have  begun  to  highlight  the  impacts  of 
global  climate  change  and  ozone  depletion  on  the  earth's  oceanic  and  atmospheric 
systems. 

10.  Research  results  are  critical  in  helping  to  implement  the  Protocol  to  the  Antarctic  Treaty 
on  Environmental  Protection. 


Antarctka  Is  the  worUf  s  lui  unspoiled  wilderness  continent  Because  of  Antarctica's  cenual  role 
in  regulating  global  environmental  prooessesi  impacts  there  could  adversely  affect  the  world's 
atmospheric  and  oceanic  systems.  The  nearly  pristine  nature  of  the  region  provides  unique 
opportunities  for  research  that  1$  crucial  to  the  undentanding  and  nkoniiorlng  of  global  change 
phenomena,  including  global  wanning,  ozone  depletion,  and  atmospheric  pollution. 

The  importance  of  Antarctica  as  a  platform  for  globally  significant  scientiric  research  has  been 
recognized  in  the  International  global  change  program,  the  International  Geosphere-Biosphere 
Program,  and  the  natiohal  global  change  program,  QLOBEC.  The  report  from  a  OLODEC 
workshop  held  in  the  Spring  of  1991  stales  that  "the  Southern  Ocean  is. ..an  ideal  region  in  which 
to  study  iturine  animal  populations  in  the  context  of  global  climate  change."'*  Research  results 
from  tlw  U.S.  AMLR  program  have  begun  to  highlight  the  impacts  of  global  climate  change  on 
the  earth's  oceanic  and  atmospheric  systems. 

The  AMLR  program  is  based  on  the  hypothesis  that  the  physical  features  of  the  Southern  Ocean 
constrain  the  productivity  and  spatial  distribution  of  krill,  Euphausia  superba.  the  basic  food  chain 
component  The  spatial  distribution  of  krill  then  affects  the  life  history  of  land-based  krill 
predator  populations  (seals,  penguins,  and  other  marine  birds)  during  their  reproductive  seasons. 
Physical  features  in  the  ocesm,  e.g.,  water  mast  fronu,  set  ke.  and  upper  layer  mixing,  contribute 
to  an  understanding  of  the  Southern  Ocean  ecosytlem  and  its  productivity.  Since  these  features 
ore  influenced  by  global  climate  and  wind  patterns,  changes  can  be  delected  by  studying  the 
Southern  Ocean  ecosystem. 

The  Southern  Ocean  ecosystem  is  also  important  in  detecting  the  potential  impacts  resulting  from 
the  ozone  "hole"  over  the  southern  hemisphere.  An  article  in  USA_Tixlay'*  reported  on 
preliminary  research  results  which  implkaie  increased  ultraviolet  radiation  in  a  drop  in  ocean 


'*  Review  of  the  United  Slates  Antarctic  Marine  Living  Resources  (AMLR)  Research  Program, 
Ibid. 

'*  GLOB  EC  Workshop  on  Southern  Ocean  Marine  Animal  Populations  and  Climate  CThangc. 
Report  #5,  November  1991.  loint  Oceanographk  Institutes,  Inc.,  Washington.  D.C. 

AMLR  1990^1  Field  Season  Report.  J.  Rosenberg  and  R.  Hewitt,  eds.,  Southwest  Fisheries 
Seknee  Center,  Antarctic  Ecosystem  Research  Group,  Administrative  Report  U-91-18,  lunc 
1991. 

'•  Friend,  T.  Hole  in  ihc  sky  provides  year  of  Firsts.  USA  Today.  March  9,  1993.  p.  I. 
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pitnkion  ■ctivity;  phytoplankton  are  free-floating  plants  at  (he  bottom  of  the  Aniarciic  food 
chaJa  This  decreesed  activity  could  alter  the  dynamics  of  the  Antarctic  marine  ecosystem. 


VI.  The  Rok  of  AMLR  in  l^niaMatHina  tha  Aalaretk  Envlroniaental  Protocol 

The  signing  in  1991  of  the  Protocol  on  Environmental  Protection  to  the  Aniarctic  Treaty  was  a 
great  victory  for  Antarctic  environmental  protection.  The  Protocol  advarKes  basic  U.S.  goals  of 
protecting  the  Antarctic  environment,  while  preserving  the  unique  opportunities  the  region  offers 
for  scientific  research  of  global  slgnificanoe. 

We  anticipate  that  the  U.S.  will  pass  implementing  legislation  during  this  present  session  of 
Congress.  Once  the  Protocol  is  ratUkd  domesdctUy,  the  U.S.  will  need  to  put  in  place  programs 
necessary  for  its  impiemenUtion.  Because  AMUR  bu  been  collecting  data  for  many  years, 
research  results  could  help  iMpItBeBt  the  PtotocoL 

A  major  component  of  the  Protocol  is  the  Bnviixmmental  ihipact  Assessment  Annex,  which 
obligates  the  Treaty  nations  to  assess  the  Impacts  of  their  activities  on  the  Antarctic  environment 
before  proceeding.  In  prder  to  fulfill  this  (^ligation,  a  nxmitoring  program  is  needed  that  will 
faciUtaie  decision  making  based  on  environmental  impacts.  Research  results  generated  since 
AMLR's  inception  contribute  to  the  baseline  data  necessary  for  deciding  if  planned  activities 
should  go  forward. 


VII.  yy.M  AjpfflarlitiQii  EtoMut  ind  Lam-tcra.FfiafiUM 

For  Fiscal  Year  1995,  $4  million  will  be  needed  to  continue  the  U.S.  AMLR  Program.  A  $4 
million  appropriation  Is  justified  for  the  following  reasons: 

I.  In  order  for  the  U.S.  AMLR  prograoi  to  continue  its  two  major  research 
componeuU,  a  minlniBM  of  $2  aillloa  U  needed.  The  land-based  ecosystem  monitoring 
program  at  Seal  Island  monlton  the  reproduction  and  foraging  behavior  of  the  primary 
mammitian  and  avian  krill  predators,  while  the  ship-based  studies  monitor  the  physical 
oceanography  and  spadal  distribution  of  krill  in  the  Southern  Ocean  contiguous  with,  and 
extending  beyond,  Island.  The  additional  $$00,000  could  fund  the  following: 

a.  Crab  fishery.  As  mentioned  above,  in  response  to  the  initiation  of  an  Antarctic  crub 
fishery  by  a  U.S.  fisherman,  the  U.S.  look  tlw  lead  In  developing  a  research  plan  which 
will  ensuie  that  the  fishery  is  developed  conservatively.  This  experimental  fishery  plan 
was  adopted  by  CXIAMLR  and  will  be  used  by  all  crab  fishers  in  Antarctic  waters.  As 
part  of  this  plan,  the  U.S.  is  committed  to  riKmitoring  the  U.S.  fishery  effort.  This 
includes  collecting  data  aboard  the  vessels,  completing  analyses  of  the  status  of  tlie 
Antarctic  crab  stocks  and  providing  scientific  advice  to  CCAMLR,  based  upon  stock 
assesiments,  so  that  catch  limits  and  other  management  options  may  be  put  in  place. 
Collection  of  this  data  is  necessary  to  allow  CCAMLR  to  develop  this  fisliery  in  a 
conservative  manner  to  ensure  stocks  will  not  be  depleted. 

Because  this  U  a  new  U.S.  effort  in  Antarctic  waters,  the  AMLR  Program  docs  not  have 
sufficient  resources  to  undertake  this  research. 

Anticipated  funding  needed  for  staff  to  collect  data  and  conduct  analyses  (including  travel, 
equipment  and  suppUei):  $114, OCX). 

b.  Atsessmcnl  of  Antarctic  Fish  Slocks.  During  the  last  two  decades,  finfish  slocks  along 
the  Antarctic  Peninsula  have  been  over -exploited.  Beginning  in  1990,  CCAMLR 
prohibited  all  finfUh  fishing  in  this  area  until  stocks  had  recovered.  The  U.S.  led  the 
effort  to  protect  these  stocks.  However,  there  hu  been  no  new  inforrrrlion  collecied  on 
the  sutus  of  the  Rnflsh  stocks  to  base  stock  assessments.  There  is  an  urgent  need  to 
conduct  bottom  trawl  surveys  of  these  fish  stocks  to'  determine  if  the  fishery  should 
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remain  closed  or  if  catch  tevets  are  appropriate.  Without  this  new  information*  the  fishing 
nations  are  likely  to  object  to  keepbg  this  area  closed  to  fishing. 

If  funds  are  provided  for  this*  the  U.S.  would  be  able  to  conduct  a  bottom  trawl  survey 
of  finfish  stocks  In  the  Antarctic  Peninsula.  The  resultant  information  will  allow 
CCAMLR  to  set  catch  limits  or  continue  closure  of  the  area  to  allow  the  slocks  to  recover 
so  that  a  sustainable  yield  can  eventually  be  taken. 

Anticipaled  funding  needed  for  a  ship  charter  and  staff  to  collect  data  and  conduct 
analyses  (including  travel*  equipment  and  supplies):  $6I8,(X)0. 

c.  Ecosystem  Modeling.  Ecosystem  management  is  the  principle  tenet  of  CCAMLR.  It 
believes  that  the  harvesting  of  living  resources  should  be  managed  with  the  goal  of 
preserving  species  divenity  and  stability  of  the  entire  marine  ecosystem.  Of  the  21 
member  nations,  the  U.S.  is  only  one  of  two  nations  which  Ls  conducting  the  research 
designed  to  describe  the  funcdonal  relationships  between  various  components  of  the 
marine  ecosystem.  During  1991*  a  review  of  the  U.S.  AMLR  Program  by  outside 
scientists  recommended  that  the  U.S.  begin  to  model  predator/prcy  Interactions.  During 
FY93*  the  AMLR  Program  used  Department  of  State  funds  to  begin  the  modeling. 
However*  the  process  will  require  effort  over  several  years  to  fully  integrate  predator* 
prey,  envirunmenial,  and  fishery  information.  The  Program's  present  budget  will  not 
allow  continuation  of  this  effort 

The  development  of  this  nxKlel  will  allow  (XAMLR  to  invcsitgaic  predator/prcy 
interactions  under  several  fishing  levels,  and  determine  levels  at  which  the  fishery  should 
be  regulated  either  by  reducing  catch  or  total  closure  of  areas. 

Anticipated  funding  needed  for  a  ship  charter  and  staff  to  collect  data  and  conduct 
analyses  (including  travel*  equipment  and  supplies):  $183*0(X). 

d.  Ice  Seal  Research.  Of  the  six  species  of  seals  found  in  the  Antarctic  region,  crabeaicr 
seals  are  the  most  important  ecologically  because  of  their  great  abundance  ami 
specialization  as  krill  predaton.  Throughout  the  Antarctic*  crabeater  seals  alone  are 
esiimaied  to  cortsume  more  than  three  times  the  total  amount  of  krill  presently  eaten  by 
all  species  of  whale  combined.  To  evaluate  management  and  conservation  options, 
CX^AM  LR  needs  information  about  crabeater  feeding  and  reproductive  ecology,  abundance 
arxl  distribution.  Crabeater  seals  can  be  studied  using  satellite  telemetry,  i.e.*  placing 
satellite  transmitters  on  crabeater  seals. 

During  FY95,  the  U.S.  might  be  conducting  an  inspection  of  bases  in  Antarctica  using  a 
U.S.  Coast  Guard  icebreaker.  The  tcebreaker  would  provide  an  ideal  platform  from  which 
to  conduct  a  survey  of  pack  ke  seals  and  to  place  transmitters  on  crabeater  seals  at 
selected  locations  around  the  continent  This  wcmld  allow  the  movement  and  distribution 
of  crabeater  seals  will  be  monitored  during  the  Austral  winter.  This  information  is  vital 
as  a  first  step  in  underslarxiing  the  ecological  role  of  crabeater  seals  and  the  rote  they  play 
in  the  Antarctic  ecosystem. 

Anticipated  funding  needed  for  a  ship  charter  and  staff  to  collect  data  and  conduct 
analyses  (including  travel,  equipment  and  supplies):  $284,000. 

2.  Charter  of  an  ke>strcnglhcocd  vessel  ($2M).  The  AMLR  Program  is  currently 
supported  by  NOAA's  R.V.  Surveyor.  Current  plans  are  for  the  AMLR  Program  to  have  use  of 
the  Surveyor  for  the  upcoming  season.  If  the  Surveyor  becomes  unavailable,  funds  t^ed  to  be 
appropriated  to  charter  a  leplaoenient  vessel.  Obviously,  without  a  vessel  capable  of  transiting 
in  Antarctic  waters,  AMLR  cannot  continue  its  research  program.  A  $2  million  appropriation  is 
sufficient  if  the  AMLR  Program  continues  to  be  sup|x>rted  by  the  R.V.  Surveyor.  If  the 
Surveyor,  or  another  vessel,  Is  not  available,  an  additional  $2  million  would  be  necessary  to 
charter  a  vessel. 
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The  U.S.  ncedi  to  develop  a  lonfer-ierBi  peripecllve  on  bvdielarj  coramllmenls  for 
Antarctic  research  and  monitoring  programs  to  allow  agencies  and  scientists  to  plsn  five 
to  ten  jears  ahead.  This  wiJI  allow  the  U.S.  to  protect  its  political  and  environmental  interests 
in  Antarctica,  and  to  maintain  its  leadership  role  in  marine  living  resources  research. 

In  light  of  the  global  threats  posed  by  ozone  depletion  and  climate  change,  it  is  parikitlarly 
appropriate  to  re-examine  priorities.  In  this  context,  a  thorough  review  of  all  compline nts  of  U.S. 
involvement  in  Antarctica,  including  U.S.  Antarctic  science  and  monitoring  programs,  is  neeiled. 


For  example,  NSFs  basic  research  program  has  many  long-term  programs  in  place,  which 
contribute  to  the  body  of  knowledge  on  the  Antarctic  envlronmenL  The  U.S.  AMLR  Program 
is  another  source  of  crucial  data,  as  is  NOAA’s  research  on  depletion  of  the  ozone  layer.  A 
number  of  agencies  and  bodies  are  involved  in  the  International  Geosphere- Bio.sphcre  Program's 
research  program  on  climate  change,  which  includes  a  large  research  component  for  the  Antarctic 
and  the  Southern  Ocean.  The  chief  scientist  of  AMLR  is  on  the  advisory  panel  for  "Southern 
Ocean  GLOBEC.*’ 


Vlli.  CQWCLUSAUN 

Recognizing  the  need  for  directed  as  well  as  basic  research,  the  Antarctic  Marine  Living 
Resources  Convention  Act  mandated  that  NOAA  develop  and  implement  a  directed  research 
program  to  support  and  facilitate  implementadon  of  CCAMLR.  Funding  for  this  program  has 
been  limited,  m^ng  it  Impossible  to  develop  an  effective,  long-term  program  plan,  to  coordinate 
effectively  with  the  National  Science  Foundation's  basic  research  program  in  Antarctica,  or  to 
become  involved  in  multi-national  programs  requiring  significant  advance  planning  and 
commitment  of  resources.  Without  a  commitment  of  adequate  funding,  It  is  also  impossible  to 
charter  a  suitable  research  vessel  for  the  upcoming  season;  funds  are  not  usually  committed  until 
the  start  of  the  Antarctic  field  season. 

• 

Increased  pressure  on  the  Southern  Ocean  could  lead  to  a  depletion  of  marine  resources. 
CCAMLR  is  the  only  international  agreement  designed  to  manage  the  itmaikable  productivity 
of  the  vast  Southern  Ocean.  To  be  effective.  CCAMLR  must  be  implemented  properly;  the 
AMLR  program  is  critical  to  the  successful  implementation  of  CCAMLR. 

The  results  of  the  research  undertaken  through  NOAA's  Antarctic  Marine  Living  Resources 
Program  have  enabled  the  U.S.  to  argue  perfua.vlvely  for  the  adoption  of  conservation 
measures  aimed  at  limiting  the  harvesling  of  exploited  species.  In  the  absence  of  (he 
U.S.-directed  research  program,  the  major  fishing  nations  In  the  Southern  Ocean  will 
continue  to  resist  implemenlalion  of  strict  conservation  measures. 

Inadequate  funding  threatens  to  compromise  the  lead  role  that  the  U.S.  has  played  over  the  past 
thirty  years,  in  the  Antarctic  Treaty  and  in  the  Antarctic  Treaty  System,  in  developing 
ecologically  sound  and  intemaUonalJy  acceptable  approaches  to  Antarctic  issues. 

It  is  critical  for  Congress  to  consider  CCAMLR  and  AMLR  as  a  part  of  a  total  U.S.  Antarctic 
policy,  and  to  fund  this  viul  scientific  program  at  a  level  that  will  ensure  its  continuity  and  ability 
to  collect  data  that  will  enhance  the  protection  of  Antarctica's  environment  and  ecosystems. 

Increasing  ihe  FY9S  appropriation  for  AMLR  will  ensure  that  the  U.S.  can  cotuinue  to  argue 
persuasively  for  measures  that  protect  Antarctic  marine  life,  if  the  AMLR  Program  is  allowed 
to  decline  while  the  fishcries-oriented  scientific  programs  of  other  countries  increase'*,  ihe  Uniic^l 
Sutes*  ability  to  Influence  long-term  International  conservation  efforts  will  diminish. 


15  other  nations  have  marine  research  programs  in  the  Southern  Ocean:  Argentina,  Australia, 
Brazil,  Chile,  France,  Germany,  Korea,  Italy,  Japan,  Poland.  Russia,  South  Africa,  Spain,  Sweden 
and  the  United  Kingdom. 
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We  do  recognize  that  budgetary  constraints  may  make  it  dirHcult  to  increase  fufiding  for  AMLR 
for  FY95.  However,  regardleas  of  the  level  of  funding.  It  ts  critical  chat  Congress  incladrs 
language  In  the  appropriations  bill  which  specirits  that  these  funds  arc  for  AMLR.  After 
succcssfulljr  getting  AMLR  in  the  President’s  PY94  budget  request,  NO  A  A  diverted  some 
of  Its  funding  to  make  up  budget  shortfalls  In  other  programs.  Language  must  articulate 
that  funding  for  AMLR  Is  noH’dlscrctlonarj.  The  AMLR  Program  is  already  running  on 
very  limited  funds;  additional  decreases  could  severely  diminish  the  effectiveness  of  the 
Program.  Language  also  needs  to  specify  that  a  boat  musC  be  available  for  AMLR. 

Fulfilling  U.S.  obligations  under  CCAMLR  will  send  a  strong  message  about  our  desire  to 
mainuin  the  Antarctic  as  a  region  dedicated  to  science  and  other  peaceful  uses,  and  to  minimize 
harm  to  the  enviionmenL  It  wUl  reHect  positively  on  our  commitment  to  the  Antarctic  Treaty 
System,  and  will  preserve  the  leadership  role  of  the  United  States  in  .narine  living  resources 
research. 

While  we  recognize  that  Congress  must  make  difficult  budget  decisions,  it  is  imporuni  not  to 
overlook  the  value  of  the  U.S.  AMLR  Program.  The  modest  allocation  of  funds  that  we  are 
requesting  for  investment  in  Antarctic  marine  research  will  go  a  long  way  toward  addressing 
critical  environmental  and  political  Issues  that  the  United  States  faces  in  Antarctica.  And  for 
future  generationf,  investing  in  this  cost-effective  program  will  be  more  important  than  the 
modest  savings  gained  through  its  elimination. 

For  these  reasons,  we  respectfully  request  this  SubcommiUcc  to  approve  an  appropriation  of  $4 
million  to  support  NOAA's  Antarctic  Marine  Living  Resources  Program. 


STATEMENT  OF  AMERICA’S  PUBLIC  TELEVISION  STATIONS 

Mr.  Chairman,  and  members  of  the  subcommittee,  on  behalf  of  America's  200 
local,  community  based  public  telecommunications  centers,  thank  you  for  the 
opportunity  to  submit  testimony  on  appropriations  for  the  Public 
Telecommunications  Facilities  Program  <PTFP)  and  the  Telecommunications 
and  Information  Infrastructure  Assistance  Program  (TllAP)  at  the  National 
Telecommunications  and  Information  Administration.  Public  television 
requests  an  appropriation  of  $35  million  for  PTFP  and  supports  the 
Administration's  request  for  $100  for  TlIAP  for  FY  1995. 

Public  television  represents  the  first  stage  of  a  national  information 
infrastructure.  It  is  in  place  and  In  operation  today. 

Public  television  is  more  than  the  wide  array  of  television  programs  seen  on 
your  local  PBS  station.  It  is  an  institution  consisting  of  local,  community- 
based  telecommunications  centers,  many  organized  into  state  networks. 

These  centers,  financed  largely  by  their  local  communities,  possess  the 
expertise  to  use  the  most  appropriate  technology  to  serve  their  respective 
community's  educational  and  informational  needs:  video  and  audio,  data, 
graphics  and  text;  delivered  by  broadcast,  cable,  microwave,  telephone  lines, 
computer  disk,  telecomputing,  interactive  videodisc,  print  or  in  person;  and 
complemented  with  support  materials  to  aid  its  effective  use  with  teachers, 
parents  and  students  In  the  school,  home  or  other  community  facility.  The 
centers  have  achieved  this  through  applying  talent,  know-how  and  the  ability 
to  adapt  technology  up  to  the  limits  of  their  available  resources. 
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Public  television's  retch  and  access  are  unrivaled.  Public  television  can  reach 
out  to  all  Americans,  offering  equal  access  to  lifelong  learning— -the  'Itaves" 
and  the  'liave-nots,"  urban  populations  and  rural  citizens,  the 
"underserved,"  the  "unserved"  and  cultural  minorities.  Ninety-nine  percent 
of  U.S.  television  households  receive  this  educational  programming;  160 
million  people  watch  each  month;  30  million  K-12  students  in  3  out  of  4 
schools  have  access  to  instructional  programming;  and  2  out  of  3  colleges 
enroll  a  total  of  300,000  college  students  per  semester  in  telecourses  for  credit 
through  their  local  stations. 

Over  the  past  30  years.  Congress  has  invested  in  a  public  telecommunications 
infrastructure  through  the  PTFP.  This  federal  Investment  has  been  matched 
by  local  and  state  contributions  to  build  a  coast*to<oast  non-commercial 
education  infrastructure.  The  total  replacement  value  of  the  public  television 
Irulushys  broadcast  fadlides  and  equipment  (excluding  buildings,  land, 
furniture  or  fixtures)  is  currently  over  $1.79  billion.  A  continuing  modest, 
annual  federal  Investment  will  help  guarantee  that  free,  over-the-air 
noncommerdal  educational  television  continues  to  be  available  to  all 
Americans  regardless  of  their  ability  to  pay. 

However,  the  Administration's  budget  request  of  $10.74  million  for  the  PTFP 
is  a  little  too  modest  —  and  simply  not  adequate.  For  FY  1993,  NTIA  awarded 
$8.3  million  to  public  television  alone  for  grants  categorized  as  “essential 
replacement."  That  means  that  without  the  equipment  funded  by  PTFP 
money  areas  would  lose  public  television  service.  If  federal  funds  cannot  be 
used  to  leverage  local  and/or  state  contributions^  communities  aaoss  the 
country  will  soon  begin  to  lose  their  access  to  public  television  services  as 
reach  and  vmiversal  access  are  compromised  by  inadequate  capital 
replacement. 

Public  television  currently  provides  a  programming  service  committed  to 
educating  and  informing  the  public  in  sdences,  geography,  literature,  the  arts, 
math,  public  affairs  and  culture.  Every  month,  75.6  million  American 
households  tune  Into  their  public  television  stations— a  service  which  the 
American  public  values.  In  survey  after  survey,  stating  that  it  is  more 
"Important,"  “informative,"  "interesting"  and  “educational"  than  other 
media  choices. 

Meral  support  remains  essential  to  preserving  universal  access  to  the 
opportunity  for  lifelong  learning  through  a  high  quality  noncommerdal 
television  servi'  e.  Public  television  stations  match  every  federal  dollar  with 
five  to  tlx  dollars  from  other  sources,  yet  federal  dollars  remain  critical  in 
challenging  other  segments  of  the  community  to  support  this  public  service. 
FMeral  funding  also  provides  unrestricted  seed  money  which  can  allow  local 
institutions  to  gain  access  to  the  best  that  the  nation— rather  than  just  the 
community— has  to  offer.  The  most  critical  need  is  to  sustain  the  national- 
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local  partnership  which  allows  local  communities  to  use  telecommunications 
to  address  their  own  educational,  cultural  and  Information  needs. 

Addressing  local  needs  is  primary  to  the  mission  of  public  broadcasting. 
Examples  of  local  problem  solving  are  outlined  in  the  following  summaries 
of  public  broadcasting  initiatives. 


4  Contrfbtftlfig  to  adult  tttaraey.  With  inaeased  funds,  public  television 
can  expand  efforts  to  encourage  and  motivate  adults  to  learn  to  read  and 
then,  through  televised  classes,  provide  the  necessary  instruction  in  the 
privacy  of  their  own  homes.  Also  using  public  television,  local  stations 
can  mobilize  volunteers  to  assist  in  the  personal  mentoring  which  is  so 
important  to  adult  literacy  training.  Pro/fcf  literacy  US,  (PLUS),  In  its 
eighth  year,  has  made  a  measurable  difference  in  assisting  those  needing 
literacy  training. 

IxMiple:  ArttM»Ma*a  AITN  presented  *Sign  up  for  Success: 

Adult  Education  Night  1993,**  a  live,  three- hour  program 
designed  to  IrKrease  enrollnwnt  and  to  Inform  viewers  of 
continuing  educational  opportunities  available  to  thenv 
AETN's  Adult  Education  Literacy  Center  broadcasts  lessons 
to  make  it  possible  for  adults  to  (wtaln  their  Arkansas  high 
school  diplomas  or  enroll  in  beginning  reading  or  math. 

Students  study  at  home  and  receive  tutoring,  when  needed, 
from  their  Instructor,  who  also  monitors  their  progress. 

♦  Providing  |ob  trolnliig  and  ohailng  Information  to  find  now 

opportunlttoo  In  tfio  work  forco.  Public  television's  cooperative  work 
with  business  and  education  leaders  to  use  video-based  vocational  and 
instructional  courses  to  train  workers,  teachers  and  demobilized  military 
personnel  can  be  exp.:nded  with  additional  funds.  Training  can  be 
conveyed  directly  to  the  workplace  or  other  sites,  as  PBS  and  stations  are 
already  doing  in  selected  cities  through  The  Business  Channel. 

Example:  South  CaroHna  ETV  pioneered  the  use  of  video 
telcconferendng  for  correctional  managers  and  line  offkreri.  Its 
first  training  conference  in  1991  linked  a  FBI  hostage  negotiator 
with  more  twn  1,000  corrections  officers,  law  enforcemei\t 
personnel  arxi  criminal  justice  students  gathered  In  17  cities 
across  the  state,  at  a  cost  of  39  cents  per  student.  Since  then, 

.the  S.C.  Department  of  Corrections  has  used  the  teleconference 
resources  of  SCETV  to  reach  and  inform  more  than  14/)00 
trainees. 

♦  Enhaiieing  •dusstlonal  of  Ipchtiologlps.  Public  television  adapts 
new  technologies  for  educational  use;  makes  them  accessible  to  schools, 
teachers  and  learners;  creates  programs  that  expand  the  use  of  interactive 
educational  technologies;  and  trains  teachers  to  use  these  new 
technologies  effectively.  Technological  advances  have  had  a  major 
impact  in  Increasing  the  educational  effect  of  television.  Merely  one 
example  is  the  Intriguing  Interactive  version  of  The  MacNeit/i^rer 
Neu^Hour  which  has  been  developed  in  conjunction  with  Apple 
Computer  Corporation.  Learners  can  watch  full  frame  video  and  then 
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explore  topics  raised  In  the  news  program  through  interactive  video  and 
databases. 


Ixamplee  On  behalf  of  the  state  of  Iowa,  Iowa  PuMIe 
Tolavltloa  operates  the  Iowa  Communka lions  Network. 

Taking  advantage  of  the  public  television  Infrastructure  already 
In  place,  this  statewide  fiber  optic  tefecommunlca lions  network 
serves  colleges,  universities  and  educational  and  government  ’ 

•  agtfKles.  LaM  year,  tlie  network  received  $8  million  in  furxis  to 
provide  eouipment  to  103  classrooms  around  the  stale  and  to 
aid  In  curricuKim  developmeni  and  teacher  training.  When 
complete,  the  rretwork  will  connect  over  500  sites  including  all 
Iowa  school  districts  arvi  about  100  libraries.  This  spring 
semester,  the  rwtwork  will  carry  146  Interactive  ctas^oom 
courses,  and  172  one-time  events,  for  s  total  of  31/XX)  hours  of 
programmlrrg.  Each  site  pays  only  5  dollars  per  hour  to  use  the 
system. 

♦  Astittliig  III  ttiiMt  Of  dlsottor.  Public  television  stations  are  valuable 
community  problem-solving  partners,  able  to  respond  quickly  to  local 
needs  and  local  emergencies.  In  the  midwest,  for  example,  public 
television  stations  worked  singly  and  together  this  year  to  bring  flood 
information  and  assistance  to  their  communities,  and  to  the  nation. 


Exampio;  During  Kentucky's  rrrost  recent  winter  weather 
emergerrey,  all  interstate  highways  went  closed  for  days. 

Teleji^tre  arxS  cable  systerris  were  down  for  externied  periods 
of  time.  Kentuciqr  Aiiihorfty  for  Edueatfenol  Tolovfaloii'o 
(KED  broadcast  and  satellite  operations  were  the  only 
Information  highway  In  operstion  —  locally  or  statewide  — 
with  live  hourly  feeos  from  central  emergency  centers  to  the 
dtizeirs  of  Kentucky  and  surrouirdlng  states. 

Public  television  is  a  national  asset.  A  continuing  modest,  annual  federal 
investment  will  help  guarantee  that  free,  over-the-air  noncommercial 
educational  television  services  will  be  available  to  all  Americans  regardless  of 
their  ability  to  pay.  America's  communities,  through  their  local  public 
television  stations,  urge  the  committee  to  appropriate  $35  million  for  the 
Public  Telecommunications  Facilities  Program  for  FY  1995. 


Public  television  also  supports  the  Administration's  request  for  $100  million 
for  the  TelecommunicaHons  and  Information  Infrastructure  Assistance 
Program  (TIIAP).  The  concept  of  a  seamless  web  of  communications 
networks  that  will  put  vast  amounts  of  information  at  users'  fingertips  is 
similar  to  the  underlying  principles  that  have  inspired  the  technological 
advances  of  public  television. 


Public  television  applauds  the  requirement  for  public-private  partnerships 
under  the  TIIAP.  Public  broadcasting  has  already  forged  numerous  public- 
private  partnerships  with  community  and  business  groups.  These 
partnerships  have  become  the  focus  for  developing  conununity  action  plans 
to  address  issues  such  as  drug  abuse,  literacy  and  child  abuse.  But  in  order  to 
maintain  and  expand  the  private  commitment  to  such  vital  efforts,  we  must 
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show  that  the  public  commitment,  as  represented  by  the  actions  of  Congress, 
remains  strong. 


STATEMENT  OF  DR.  FRANK  MERTZ,  PRESIDENT,  FAIRLEIGH  DICKINSON 

UNIVERSITY 

Mr.  Chairman  and  members  of  the  Subcommittee,  thank  you  for  the  opportunity  to 
submit  testimony  for  your  consideration.  Through  this  testimony,  I  would  like  to  request 
your  support  for  a  science-technology  initiative  being  undertaken  by  Fairieigh  Dickinson 
Univenity  that  will  have  a  great  impact  on  water  quality  issues  in  the  Suie  of  New  Jersey 
while  providing  technically-trained  scientists  and  engineers  with  entrepreneurial  and  business 
skills  necessary  to  commercialize  new  environmental  technologies,  products  and  services. 

Because  of  the  entrepreneurial  nature  of  this  initiative,  in  which  the  Department  of 
Commerce  and  the  Small  Business  Administration  have  such  vested  interest,  1  respectfully 
request  that  your  subcommittee  include  $8.5  million  in  support  of  the  University's  plans  to 
establish  the  River  Laboratory  at  Teaneck/Hackensack  and  the  related  Center  for  Advanced 
Technology  Management  at  the  University’s  Madison  campus. 

Thc-Emeraing  Environmental  Technologies  Industry  in  the  Global  and  Local  Marketplace 

Technology  has  traditionally  given  U.S.  industry  an  edge  in  world  markets.  It  has 
been  a  major  source  of  our  export  strength,  made  a  critical  contribution  to  U.S  productivity 
growth  and  been  a  driving  force  behind  increases  in  the  American  standard  of  living.  In 
recent  years,  however,  foreign  competition  has  challenged  U.S.  leadership  in  technology.  In 
industry  after  industry,  foreign  competitors  have  moved  into  markets  devdoped  and  once 
dominated  by  American  companies. 

The  challenge  to  American  technological  leadership  stems  from  a  clear  trend: 
governments  in  other  nations  have  singled  out  technology  as  a  high  priority  and  facilitated 
industry  efforts  to  rapidly  commercialize  new  innovations.  Instead  of  trying  to  match 
America's  scientific  expertise,  many  foreign  rivals  have  focused  on  acquiring  new 
technologies,  rapidly  translating  them  into  commercial  applications  and  making  incremental 
improvements  in  response  to  market  signals. 

To  be  competitive  in  today’s  domestic  and  international  markets,  it  is  imperative  to 
improve  America’s  ability  to  nwvc  ideas  swiftly  from  the  laboratory  to  the  plant  floor  and, 
subsequently,  to  the  marketplace.  Since  the  early  1970s,  FDU  has  worked  to  address  these 
very  concerns  through  the  development  of  programs  addressing  the  needs  of  New  Jersey’s 
pharmaceutical  industry.  Often  referred  to  as  the  "Nation’s  Medicine  Chest,"  New  Jersey  is 
home  to  many  pharmaceutical  companies  including  Johnson  &  Johnson,  Merck,  Bristol- 
Myers  Squibb,  and  others.  Responding  to  the  industry’s  management  needs,  FDU  developed 
an  MBA'  program  in  Pharmaceutical-Chemical  Studies,  attracting  many  students  who  had 
already  conipleted  masters  and  doctoral  degrees  in  scientific  disciplines.  Over  500  students 
have  graduated  from  this  program  which  is  still  the  only  one  of  its  type  in  the  U.S.  The 
success  of  the  Pharmaceutical-Chemical  Studies  program  prompted  the  College  to  develop  an 
MBA  in  the  Management  technology  in  1988.  The  MOT  program  has  been  designed  to 
address  a  serious  national  need  for  retraining  technically-oriented  professionals  in 
management. 

Now  the  University  is  preparing  to  expand  its  focus  on  the  application  of  technology 
management  to  other  high  growth  business  sectors,  including  the  environmental  industry 
through  the  establishment  of  a  Center  for  Advanced  Technology  Management. 

Environmental  products  and  services  are  emerging  as  a  major  worldwide  market,  estimated  at 
$200  billion  per  year  and  expected  to  grow  5  percent  annually.  So  far,  most  of  the  market  is 
here  at  home;  yet  with  the  growing  awareness  of  the  human  effects  of  pollution  in  Eastern 
Europe  and  elsewhere,  this  is  an  industry  with  the  potential  to  span  the  globe. 
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In  the  meanlime,  however,  the  industry  continues  to  grow  in  the  U.S.  In  1989, 
pollution  control  devices  tione  iccounted  for  $115  billion  in  sales.  Cihers  estimate  that  the 
domestic  market  for  environmental  industries  provides  $132  billion  to  the  economy  annually. 
Further,  for  every  $100  billion  spent  on  pollution  control  devices,  3  million  jobs  are 
supported  or  created.  By  the  year  2000,  analysts  expect  U.S.  industry  to  spend  $20  billion 
solely  on  improved  air  pollution  control  systems. 

Of  great  concern,  however,  is  the  current  lack  of  emphasis  on  the  support  of  this 
industry.  At  this  time,  70  percent  of  pollution  control  devices  are  imported.  Without 
providing  assistance  to  small  U.S.  companies  and  entrepreneurs  who  are  trying  to 
commercialize  their  products,  America  will  once  again  have  allowed  foreign  competitors  to 
take  the  lead  in  a  highly  profitable,  technology-driven  industry.  Without  the  skills  integral  to 
turning  an  idea  into  a  revenue-producing  business,  we  cannot  create  new  jobs,  improve  the 
economy  or  maintain  global  competitiveness. 

Thc-Cgntcr  focAdvaacfid  Technology  Managgmcat 

In  support  of  this  objective,  Fairleigh  Dickinson  University  intends  to  establish  the 
Center  for  Advanced  Technology  Management,  which  will  be  dedicated  to  the  training  of 
scientists  and  engineers  in  the  management  of  technology  as  it  applies  to  the  development, 
commercialization  and  application  of  new,  innovative  technologies  and  processes,  such  as 
those  that  are  integral  to  the  development  of  pollution  prevention  and  environmental 
remediation  technologies,  as  well  as  in  other  technologically-driven  industries. 

FDU’s  existing  and  innovative  Management  of  Technology  program  was  designed  to 
prepare  select  technical  professionals  and  technically-trained  executives  for  broader  senior 
management  responsibilities  in  the  technology-driven  contemporary  business  environment.  It 
recognizes  that  major  new  demands  are  being  placed  on  managers  in  this  environment  and 
acknowledges  the  importance  of  technology  in  our  economy.  The  program  attracts  founders 
of  free  standing  research  and  development  start-up  companies,  managers  of  corporate- 
sponsored  ventures  and  technical  managers  preparing  for  senior  management  responsibilities. 
The  program  includes  the  basic  subjects  offered  in  the  traditional  MBA  curriculum,  blended 
with  several  courses  to  satisfy  the  particular  requirements  of  those  who  must  transform 
creative  scientific  thought  into  pragmatic  action  within  the  constraints  of  an  increasingly 
competitive  environment.  Combined  with  the  added  resources  of  the  new  River  Laboratory, 
as  well  as  existing  resources  at  the  University’s  Center  for  Entrepreneurial  Studies,  the 
University  will  be  making  great  strides  toward  supporting  State  and  industry  goals  for 
technology  development. 

Enabling  the  University  to  continue  its  role  in  furthering  the  management  of 
technological  advances  in  New  Jersey  industries,  the  Center  will  provide  the  continued 
training  necessary  to  assist  these  executives  in  managing  the  highly  complex  research  and 
development  of  new  products  and  services,  while  also  preparing  them  to  address  issues  of 
licensing,  marketing  and  commercialization.  Such  training  will  play  an  important  role  in 
ensuring  that  the  Slate  can  begin  to  repair  its  economy  and  environment,  and  that  such  new 
industrial  endeavars  can  compete  in  an  increasingly  global  economy. 

Specifically,  the  new  Center  for  Advanced  Technology  Management  will: 

•  Provide  state-of-the-art  classroom  facilities  capable  of  supporting  the  technological 
utilities  required  to  expand  the  Management  of  Technology  programs  to  new  sectors. 
These  expanded  programs  will  directly  apply  to  the  special  needs  of  managing  new 
technologies. 

•  Assist  technology -driven  “start  up"  and  established  companies  in  developing  business 
plans  and  managing  the  progress  of  their  research  and  development  efforts.  It  will 
provide  the  physical  resources  required  to  integrate  the  Management  of  Technology 
program  with  the  activities  of  FDU’s  River  Laboratory,  as  well  as  its  existing  Center 
for  Entrepreneurial  Studies.  These  new  courses  will  address  technology  management 
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issues  In  the  context  of  these  smaller  "start  up"  companies,  as  well  as  larger 
companies. 

•  Provide  etectronically-equipped  conference  facilities  for  courses  focusing  on 
technology  management.  FDU’s  current  teleconferencing  equipment  will  be 
incorporated  into  the  center,  linking  the  Madison  facility  to  the  laboratory  facility. 
Funding  will  support  FDU*s  fiber  optic  network  linkage  between  campuses. 

•  Provide  laboratory  and  administrative  facilities  in  support  of  research  efforts  focusing 
on  the  changinr^  I'oles  of  technology  management. 

•  Produce  a  Journal  of  Technology  Managemem,  similar  to  the  Journal  of 
Phannaceusical'ChemIcal  Business  which  is  published  by  FDU  and  has  a  current 
circulation  of  10,000.  The  new  journal  would  disseminate  the  results  of  faculty 
analysis  of  and  research  on  technology  management  issues. 

•  Encourage  regular  interaction  between  students  and  faculty  with  representatives  of 
New  Jersey’s  environmental  industry.  Both  the  Slate  and  FDU  will  benefit  from 
increased  resource  availability. 

o  Allow  FDU  to  host  regional  and  national  meetings  on  energy  technology  management 
in  fully  equipped  conference  facilities. 

•  Provide  adequate  facilities  for  administrative  support  of  the  expanded  programs. 

The  River  Uj^oralory  at  Tcanccltf  HafiKcnsack 

To  bolster  environmental  resources  which  may  be  required  by  the  Center  for 
Advanced  Technology’s  students,  the  University  also  is  planning  to  establish  a  River 
Laboratory  at  its  Teaneck/Hackensack  campus.  The  proposed  River  Laboratory  will 
emphasize  the  growing  national  and  State  priority  to  protect  and  repair  the  environment. 

With  the  cooperation  of  the  highest  levels  of  state  and  local  government,  the  University,  and 
hopefully  the  Federal  government,  the  Laboratory  will  be  dedicated  to  research  and  study  of 
the  Hackensack  River. 

In  addition  to  its  importance  to  the  Center  for  Advanced  Technology  Management’s 
emphasis  on  the  environmental  technologies  industry,  we  can  learn  a  great  deal  from  the 
study  of  the  Hackensack  River.  From  colonial  times,  it  has  been  important  to  the 
development  of  Bergen  County.  Until  the  1800s,  lumber,  iron  and  farm  products  were 
carried  to  markets  downriver  from  as  far  north  as  Oradell.  However,  the  activity  on  the 
Hackensack  River  over  the  years  has  taken  its  toll.  Present  in  the  muds  are  things  like 
cadmium,  pesticides  and  heihicides.  There  is  an  excessive  amount  of  nutrients  because  of 
sewage  treatment  and  runoff  liquid  fertilizers  from  lawns.  There’s  lead  in  some  of  the 
sediments,  PCBs,  and  dioxin  sludge.  Additionally,  the  construction  of  new  developments 
downstream  have  led  to  a  higher  occurrence  of  flooding  at  points  upstream.  Clearly,  the 
decline  of  the  Hackensack  River  provides  a  natural  laboratory  setting  for  students  focusing  on 
the  commercialization  of  remediation  technologies. 

The  facility  has  been  designed  to  allow  several  types  of  environmental  studies  to 
occur  .simultaneously,  and  the  University’s  curriculum  will  encourage  students  to  develop  a 
greater  understanding  and  appreciation  for  the  impact  of  pollution  on  their  environment.  The 
Laboratory  will  be  used  by  University  students  taking  various  courses  in  Chemistry,  Biology, 
Physics,  Computer  Science  and  Engineering  Technology.  Additionally,  the  University  plans 
to  develop  a  graduated  sequence  of  analytical  equipment  kits;  students  will  be  assigned  a 
laboratory  project,  collecting  samples,  performing  analyses  and  preparing  reports  on  their 
studies.  Specincally  the  facility  will  include: 

•  Three  research  laboratories  will  be  provided  for  the  sole  purpose  of  conducting 
research  and  monitoring  the  river’s  contents  by  the  university’s  faculty  and  visiting 
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KientisU.  Samples  will  be  obtained  by  connections  directly  from  the  labs  into  the 
river's  water  and  bed. 

•  An  instmctional  laboratory  will  also  be  housed  in  the  facility,  providing  students  with 
hands-on  laboratory  experience. 

•  A  multi-purpose  room  with  a  seating  capacity  of  120  people  shall  be  provided  for 
lectures,  film/slide  presentations  and  teleconferencing  to  FDU's  Madison  campus  and 
to  those  interested  in  the  community. 

•  A  reading  room  dedicated  to  environmental-speciHc  periodicals  will  act  as  a  study 
area  for  students,  faculty  and  the  interested  public. 

•  An  observation  deck  with  floating  docks  shall  be  provided  around  the  exterior  for 
examining  changes  in  the  river. 

These  new  initiatives  will  strengthen  New  Jersey's  economy  by  helping  to  define  new 
markets  and  helping  them  to  compete  and  to  substantially  contribute  to  the  If.S.  economy 
while  at  the  same  time  contributing  to  the  environment.  By  expanding  its  current  technology 
management  programs  and  applying  them  directly  to  management  issues  facing  pollution 
prevention  and  remediation  initiatives,  FDU  will  provide  a  model  program  which 
demonstrates  how  environmentally-focused,  technology-driven  ventures  can  become  and 
remain  competitive  in  an  increasingly  global  economy.  Further,  paired  with  this  and  other 
University  initiatives,  such  as  the  existing  Center  of  Entrepreneurial  Studies,  the  Laboratory 
will  have  a  profound  affect  on  the  availability  of  environmental  resources  and  help  promote 
new  environmental  technology  business  ventures  in  the  State  and  region. 


Request  for  Federal  Partnership 

In  support  of  this  initiative,  FDU  is  pursuing  a  private-state- federal  partnership  to 
help  cover  a  portion  of  the  costs  of  construction  and  equipment  at  the  laboratory,  estimated  at 
$2  million,  and  at  the  Center,  estimated  at  approximately  $11  million  dollars;  both  projects 
will  cost  an  estinuted  $1T  million.  FDU  has  made  a  commitment  to  raise  the  remaining 
funds  from  state  sources  and  private/corporate  contributions,  as  well  as  to  make  an  in-kind 
contribution  of  approximately  $4  million  dollars. 

FDU  is  requesting  that  this  subcommittee  include  $8.5  million  dollars  in  its  FY  1995 
appropriations  bill  in  support  of  this  regional  and  national  model  aimed  at  ensuring 
technological  and  economic  competitiveness.  This  funding  will  be  used  for  design  and 
construction  of  a  laboratory  facility  on  the  Teaneck/Hackensack  campus,  a  new  facility  on 
the  Madison  campus,  renovation  and  rehabilitation  of  additional  laboratory  space  located  on 
the  Madison  campus,  purchase  of  equipment,  site  preparation  and  programmatic 
development.  As  indicated  above,  other  funding  sources  will  go  toward  the  development  of 
these  facilities  as  well,  including  State  funds  and  private  and  corporate  contributions. 

Thank  you  for  your  consideration  of  this  initiative. 


STATEMENT  OF  KEITH  G.  BRISCOE,  PRESIDENT,  BUENA  VISTA  COLLEGE 

Mr.  Chairman  and  distinguished  members  of  the  Subcommittee,  I  am  pleased  to  have  the 
opportunity  to  submit  testimony  to  the  Record  of  the  Senate  Appropriations  Subcommittee  on 
Commerce,  Justice,  and  State,  the  Judiciary  and  Related  Agencies  on  behalf  of  Buena  Vista 
College  in  Storm  Lake,  Iowa. 

During  my  testimony,  I  would  tike  to  focus  on  the  critical  need  for  close  collaboration 
between  government,  business  and  higher  education  as  wt  as  a  nation  move  towards  the 
construction  of  an  advanced  National  Information  Infrastructure  (Nil)-  As  the  "Agenda  for 
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Action*  publiihed  by  the  Information  Infrutructure  Task  Force  emphatically  states:  All 
Americans  have  a  stake  In  the  development  of  the  Information  Superhighway,  and  all  Americans 
deserve  access  to  information  resources  avaiiable  at  affordable  prices.  I  personally  believe  that 
nowhere  is  the  need  greater  for  accessing  new  information  technology  resources  than  in  rural 
America. 

Information  is  one  of  the  nation's  most  critical  economic  resources,  for  seivice  industries 
as  well  as  manufacturing,  for  economic  as  welt  as  national  security.  And  the  knowledge  economy 
continues  to  grow.  By  some  estimates,  two-thirds  of  U.S.  workers  are  in  information-related  jobs, 
and  the  rest  are  in  industries  that  rely  heavily  on  information.  Consequently,  a  new  set  of  ground 
rules  has  been  created  bom  of  the  adve.it  of  the  Information  Age.  Today,  the  value  of  the 
products  and  services  we  exchange  is  increasingly  a  function  of  their  information  content  and  the 
knowledge  used  to  create  them  rather  Uian  the  raw  materials  used  to  produce  them. 

Because  of  this  shift,  the  ability  to  easily  access  and  share  information  and  stimulate  the 
creation  of  new  ideas  is  essential  to  maintaining  a  strong  ecorramy,  developing  world  class 
industries  and  enhancing  the  quality  of  life  for  every  citizen.  Unquestionably,  the  promotion  of 
information  technology  fX5w  underway  will  initiate  the  commencement  of  an  information  revolution 
that  will  dramatically  transform  the  manner  in  which  people  live,  work,  and  interact  with  one 
another. 

Information  technology  will  enable  people  to  live  almost  anywhere  without  sacrificing 
opportunities  for  useful,  challenging  and  fulfilling  employment.  Future  workers  will  telecommute 
to  their  offices  through  an  electronic  highway.  Further,  the  best  schools,  teachers,  and  academic 
courses  will  be  available  to  all  students,  without  regard  to  geography,  distance,  resources,  or 
disability.  The  vast  resources  of  art,  literature,  and  science  will  be  available  everywhere,  not  just 
in  large  institutions  or  big-city  libraries  and  museums. 

The  benefits  that  will  accrue  from  the  National  Information  Infrastructure  are 
multitudinous.  If  utilized  properly,  the  increased  networking  capabilities  of  the  information 
superhighway  will  provide  all  Arnerlcans  with  a  fair  opportunity  to  go  as  far  as  their  talents  and 
ambitions  will  take  them.  Most  Americans  are  well  acquainted  with  the  fringe  benefits  which  the  • 
Nil  will  provide  them;  ability  to  access  the  latest  movies;  play  our  favorite  video  games;  bank  or 
shop  without  having  to  leave  our  homes;  and  so  on.  All  of  these  features  are  positive  and 
worthwhile,  and  they  will  be  enthusiastically  received  by  many  of  us. 

However,  Mr.  Chairman,  I  have  a  deep  and  abiding  concern  that  the  element  that  will 
benefit  the  most  from  new  iechrx)logy  will  be  given  a  back  seat  -  education.  America  has  an 
opportunity,  through  the  Nil,  to  chart  a  course  for  education  that  will  reverse  the  decline  in 
literacy  skills,  and  stem  the  tide  of  school  drop-ouls.  25  percent  of  students  nation-wide  no  longer 
complete  high-school,  a  figure  which  rises  to  57  percent  in  some  targe  cities.  Currently,  90 
million  adults  in  the  United  States  do  not  have  the  literacy  skills  they  need  to  function  in  our 
increasingly  complex  society. 

According  to  a  December  1992  report  to  the  Iowa  Utilities  Board  and  Department  of 
Economic  Development  recently  released  by  Arthur  D.  Little,  Inc.,  significant  questions  have 
arisen  regarding  ^^ether  the  State  of  Iowa  can  maintain  its  strong  educational  standards  given  the 
increased  rate  of  out-migration  of  higher  education  graduates  due  to  Job  shortage.  Also,  the  report 
rang  the  warning  bell  for  rural  schools  citing  the  lack  of  educational  resources,  technology  and 
telecommunications  deployment  which  rural  schools  confront  in  comparison  to  urban  schools. 

There  are  tremendous  challenges  ahead  of  us.  Our  first  national  priority  must  be  helping 
U.S.  workers  adjust  to  the  everchanging  requirements  of  the  workplace.  The  Administration 
through  Secretary  of  Labor  Robert  Reich  has  focused  the  challenge  on  the  need  to  move  towards 
"new  work*.  New  work  requires  problem-solving  as  opposed  to  rote  repetition,  upgrading  worker 
skills,  and  empowering  front-line  workers  to  continuously  improve  products  and  services. 

It  is  Increasingly  clear  to  me  that  training  for  *new  work”  requires  new  methods  in  the 
classroom.  The  Information  revolution  and  the  proper  utilization  of  the  information  superhighwa> 
begins  with  the  training  of  teachers  in  information  technology  resources.  The  adaptation  to  *new 
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work”  also  means  that  institutions  of  higher  learning  must  be  more  creative  in  enabling  workers  in 
transition  to  afford  themselves  of  lifelong  learning  opportunities. 

It  Is  for  these  reasons  that  I  strongly  and  enthusiastically  present  to  you  this  creative 
proposal  which  Buena  Vista  College  Is  undertaking  to  enhance  the  education,  job  training  and 
economic  development  opportunities  within  rural  Iowa  through  a  Distance  Learning  and 
Information  Technology  Center. 

For  the  past  18  years,  Buena  Vista  College  has  been  in  the  forefront  in  responding  to  the 
unique  and  multi-faceted  needs  of  rural  non-:raditk>nal  students  and  their  imperiied  communities. 
Recognizing  the  value  of  further  education  to  rural  workers,  Buena  Vista  developed  a  model 
program  to  enable  individuals  to  receive  the  education  and  training  necessary  to  adjust  to  this  rural 
evolution.  Through  the  establishment  of  satellite  campuses  across  Iowa,  Buena  Vista  has  created 
one  of  the  most  innovative  educational  systems  in  the  country. 

As  (he  College  prepares  to  extend  its  outreach,  it  will  build  upon  a  solid  foundation  and 
strong  track  record  In  continuing  education  and  be  a  major  resource  for  the  State  of  Iowa. 
Specifically,  Buena  Vista  College  is  planning  to  establish  the  "Distance  Learning  and  InformaMon  • 
Technology  Center*  to  assist  rural  lowans  In  adjusting  to  the  new  demands  of  a  diverse  economy 
through  education  and  access. 

Buena  Vista  College  offers  the  Ideal  setting  for  this  national  demonstration  project.  It 
serves  2,500  students  each  year  in  baccalaureate  level,  career  oriented  programs.  Half  of  these 
students  are  traditional,  college  age  undergraduates;  half  are  non-traditional  students  who  are  un¬ 
employed,  under-employed,  displaced  rural  housewives,  farmers,  agricultural  workers  or  other 
victims  of  the  changing  face  of  agriculture. 

The  College  operates  at  multiple  sites;  on  a  traditional  central  campus  in  Storm  Lake, 

Iowa,  and  on  nine  non-traditional  branch  campuses  throughout  rural  Iowa.  The  central  campus 
was  the  first  in  the  Midwest  to  instali  and  place  Into  heavy  use  a  comprehensive  broadband 
communications  system  for  interactive  data,  voice  and  video  signal  throughout  the  campus.  It  also 
offers  a  comprehensive  communications  curriculum  with  television,  radio,  and  print  media 
emphases  which  enrolls  200  students.  Extensive  telecommunications  and  technological  expertise 
are  in  place. 

The  nine  branch  campuses  feature  a  unique  contractual  arrangement  with  public  community 
colleges  across  the  state.  The  branch  campus  system  creates  a  unique  public/privale  educational 
network  in  Iowa  and  provides  services  to  the  economically  disadvantaged  and  access-deprived 
populations. 

The  specific  service  area  for  Buena  Vista’s  distance  learning  initiative  covers  about  three 
quarters  of  the  State  of  Iowa  including  Buena  Vista,  Clay,  Cerro,  Gordo,  Crawford,  Marshall, 
Pottawattamie,  Union,  Wapello,  and  Webster  Counties.  Most  of  this  area  is  relatively  flat  and 
sparsely  populated.  The  region  has  experienced  a  net  population  loss  of  nearly  9%  over  the  recent 
two  decades.  Nearly  20%  of  Iowa  households  are  headed  by  women  and  45%  of  these  are  in 
poverty.  About  12%  of  all  Iowa  households  are  below  the  poverty  level. 

The  proposed  Distance  Learning  and  Information  Technology  Center  consists  of  four 
primary  elements  integrated  to  create  a  multimedia  educational  resource  available  throughout  Iowa. 
The  components  of  the  Center  include: 

1)  A  highly  complex,  encyclopedic  base  of  information,  statistics,  consulting,  and 
other  data  organized  for  quick  retrieval,  combination  and  comparison. 

2)  A  vast,  ultra-sophisticated  system  of  video/audio/digital  signal 
communications  technology  that  can  only  be  found  within  the  context  of  a  major 
research  computer  center,  coupled  with  a  full  service  television  production  studio 
and  radio  station  that  are  geared  to  and  used  extensively  for  higher  education.  A 
state-wide  fiber  optic  cable  system  will  reach  terminals  within  every  county  in  the 
State  of  Iowa. 
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3)  A  disUngulshed  teaching  end  consulting  faculty  that  has  experience  In  the  creation 
of  new  knowledge,  the  storage  and  retrieval  of  existing  Information  and  the 
expertise  to,trinsfer  that  information  to  a  diverse  population. 

4)  An  extensive  network  of  cooperative  arrangemenu  between  seven  different 
community  Alleges  and  Buena  Visu  College  enabling  studenu  in  isolated  areas  to 
obtain  upper  level  baccalaureate  degrees. 

In  addition,  Buena  Vista  proposes  to  disseminate  its  distance  learning  software  and 
courseware  to  other  potential  distance  learning  providers  and  other  student  audiences  nationally  and 
to  provide  software  and  courseware  development  services.  The  College  also  proposes  to  develop 
and  offer  a  curriculum  in  teaching,  administration  and  systems  developmeni  focused  on  distance 
learning. 

These  basic  elements,  carefully  integrated  and  networked,  will  produce  one  of  the  most 
powerful  educational  and  xonomic  development  tools  available  for  rural  America.  The  model 
established  in  Iowa  will  serve  to  demonstrate  the  educational  potential  of  utilizing  fiber  optics  in 
distance  education. 

The  proposed  Distance  Learning  Center  is  literally  a  university  without  walls.  Through  the 
auspices  of  the  new  Center,  Buena  Vista  will  become  an  institution  that  is  no  longer  bound  to  its 
physical  campus.  The  Center  wilt  take  the  total  learning  potential  of  a  sophisticated  higher 
education  institution  and  make  that  full  power  available  to  anyone,  anywhere,  anytime,  without 
regard  to  their  geographical  location. 

1  strongly  believe  that  the  Distance  Learning  and  Information  Technology  Center 
proposed  by  Buena  Vista  College  will  be  an  integral  component  in  the  revitalization  of  rural 
Iowa  and  will  provide  a  model  for  replication  throughout  rural  America.  The  Center  will 
address  the  importance  of  improving  our  nation’s  technology  base  and  educational  resources. 

This  Subcommittee  demonstrated  its  concern  for  these  issues  when  it  funded  the 
Information  Infrastructure  Grant  program  last  year.  The  Congress  is  taking  a  critical  first  step 
toward  promoting  education  within  the  Nil  through  the  reauthorization  of  the  National 
Telecommunications  and  Information  Administration  (NTIA)  which  passed  the  House  last  year 
and  is  currently  being  worked  on  in  the  Senate.  Likewise,  President  Clinton  has  demonstrated 
his  concern  for  distance  learning  education  through  his  FY199S  budget  request  of  $100  million 
for  the  Information  Infrastructure  Program. 

In  order  to  begin  the  process  of  improving  rural  opportunities,  Buena  Vista’s 
noteworthy  distance  learning  initiative  will  require  construction  on  (he  Storm  Lake  campus  of 
a  new  50,000  square  foot  building  that  will  constitute  the  head-end  technology  and  resource 
base  for  the  Center.  This  facility  will  house  the  equipment  necessary  to  network  the  branch 
campuses,  at  least  one  electronic  classroom,  and  space  for  additional  resource  materials.  In 
addition,  the  Center  will  require  the  dedication  of  space  at  each  of  the  nine  branch  campuses 
to  house  the  terminal  communications  equipment  and  scholar  kiosks.  Buena  Vista  will  also 
need  to  acquire  the  proper  electronic  technology  that  wilt  allow  it  to  bundle  its  other  electronic 
and  information  resources  and  to  send  and  signal  over  the  State's  new  fiber  optic  network. 

Mr.  Chairman,  I  ask  for  your  serious  consideration  and  support  of  this  initiative  within 
the  FV  1995  Commerce,  Justice,  and  State,  the  Judiciary  Appropriations  Act.  Buena  Vista 
College  is  committed  to  matching  every  federal  dollar  allocated,  and  has,  in  fact,  already 
raised  half  the  total  construction  costs  from  private  sources.  The  College  has  performed  the 
necessary  architecture  and  engineering  work  and  is  ready  to  move  forward  immediately  with 
its  construction  plans  once  federal  support  is  received.  To  that  end,  I  am  requesting  a  federal 
partnership  of  $4  million  to  complete  this  initiative. 

The  Distance  Learning  and  Information  Technology  Center  will  apply  the  latest 
developments  in  communications  to  meet  national  priorities  established  by  Congress  and  the 
Administration.  In  providing  the  residents  of  Iowa  with  greater  educational  opportunities,  the 
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Center  will  be  a  crucial  asset  in  building  and  diversifying  the  staters  agriculturally-based 
economy. 

The  impact  of  this  innovative  Center  will  be  felt  on  a  national  and  regional  level  as 
business  observes  the  power  of  higher  education  in  improving  workers'  skills.  The  successful 
application  of  distance  learning  wilt  also  serve  as  a  model  for  other  regions  and  for  other 
industries. 

Mr.  Chairman,  thank  you  for  your  attention  and  serious  consideration. 


STATEMENT  OF  MARK  A.  EMMERT,  PROVOST  AND  VICE  PRESIDENT 
FOR  ACADEMIC  AFFAIRS,  MONTANA  STATE  UNIVERSITY 

Mr.  Cbainnan  and  Members  of  the  Subcommittee,  I  am  Mark  A.  Emmcrt,  Provost  and 
Vice  PrcsideiU  for  Academic  AjOTalis  at  Montana  State  University,  located  in  Bozeman,  MT.  I 
would  like  to  diank  the  Subcommittee  for  this  opportonity  to  present  this  statement 

I  am  writing  to  encourage  your  continued  support  for  a  Department  of  Commerce 
program  within  the  jurisdiction  of  the  Subcommittee,  the  Green  Building  Technology  Program 
within  the  NalionaJ  Institute  of  Standards  and  Technology  (NIST). 

Montana  State  University,  as  a  land-grant  university,  is  vitally  coucemed  about  economic 
development  and  technology  transfer.  We  have,  therefore,  recently  created  the  Center  for 
Economic  Renewal  and  Technology  Transfer  (CERTT).  The  primary  mission  of  CERIT  is  to 
promote  the  development  and  deployment  of  technology,  pardculariy  environmental  technology, 
in  ways  that  significantly  support  statewide,  regional  and  national  economic  development  and 
industrial  competitiveness. 


Motiiaaa  State  University  was  one  of  several  orgaaizarions  which  received  a  gi  ant  from 
MIS  T  from  Fisciil  Year  1 994  Appropriations  to  develop  a  plan  for  die  design,  conshuction  and 
operation  of  a  Green  Building  Technology  Dernonstratioa  stnictme  in  Bozemair  Mootana  Such 
a  stnicliJic  would  incor|)oiatc  environmentally  cutting  edge  leclmologies  related  to  over  all 
design,  construction  methods,  materials,  and  energy  efificiency,  as  well  as  an  environmcnralK 
sen.stf.ivc  plan  for  its  ultimate  deniolitioa. 


I  ho  liming  lot  such  an  euvironateutally  sensitive  appioach  to  building  consmiciiori  is  excellent, 
.uid  rbere  me  now  piovisions  within  the  pending  NIST  authorization  bill  ihal  would  formally 
(.ssrabli.sh  a  "Giceti  Building  Technology  Demoosuatioa  Progranj”  within  NIST  NIST  has  been 
and  corilinui'^  U>  boa  leadei  in  the  development  and  evaluation  of  coniponctils  ufCjtcen  Buildin*' 

1  ech/iohigv  Ollier  fcdcraJ  agencies  .siicli  as  DOE  .and  ETA  also  ba\  e  ptogi  Ams  which  sij[)poi  t  the 
ijevofopuient  of  moie  ciuip.y  efficicnl  and  ctiviiorimeiUally  UealiJiy  buiUUngs  Now.  ihc  lilU: 
"Green  Building"  provides  a  focal  point  which  would  serve  to  bring  together  under  a  common  set 
ofobjectives  similar  development  efforts  in  industry  and  academia  as  well  as  Federal,  State  and 
IxKal  govcinmeots 


The  U.S.  construction  industry  has  clearly  recognized  the  many  important  elements  of 
Green  BaUrtiog  Technology.  This  subject  was  the  m^or  focus  of  the  1993  National  Meeting  of 
the  American  Institute  of  Architects,  an  organization  which  is  now  evaluating  how  Green 
Building  TechnologieiJ  should  impact  future  builcGng  codes  throughout  the  U.S.  A  U.S.  Grccu 
Building  Council  has  emeiged  finom  private  industry,  yet  has  a  membership  which  b  far  broader 
than  just  manufacturers  of  construction  and  building  materials  and  systems.  The  Council 
includes  members  from  energy  consulting  fums,  enviroomeatal  groups,  architects,  etc.,  and  is 


984 


bruiging  together  coostitueacics  xvfajch  each  play  an  uoportant  role  in  shaping  Green  Building 
iccJinology  development  and  deproymeni 

.SigiiUlcantly,  MIST  ha*;  taken  ah  active  role  and  interest  in  Green  Building  Technology^ 
and  co-sponsoied  an  iin|)oiLant  Giecn  Building  Symposium  held  earlier  this  year.  NIST  has 
provider!  min.b  of  the  leadeiship  stUl  needed  to  close  the  gaps  between  Green  Building 
'rcchnology  developers,  builders  and  architects,  «iviron menial ists  and  end  users.  However, 
lliougb  my  leccot  discussions  with  NIST  and  the  Department  of  Commerce  prove  a  high  level  of 
suptKJtl  for  the  goals  of  the  Giccn  Building  Technology  Demonstraiion  Projects,  they  clearly 
require  mojc  |K)Ucy  guidance  and  resources  if  they  are  to  help  maintain  the  U  S.  govemiucai’s 
Iciidcisliip  rule  in  this  cinejrjng  field. 

U'c  believe  that  (iicen  Building  Technology  Dcraonstratioa  projects  play  a  fondajnculally 
inipoiUuiL  role  in  linking  new  technology  development  with  technology  adoption  and 
deployiricnl  frVeen  Bnilding  technology  must  he  demonstrated  at  the  local  and  regional  level  in 
Older  to  drive  adojiUon  hy  local  builders,  archilccLs  and  end  users.  Industry'  alone  i.s  not  well 
fAccitioni'd  to  ill'  this  in  n  fociLsctl  way.  Thus,  (Jiccn  Building  Technology  Dcraonsualion  proiccls 
.uc  legioual  driveis  of  eiu'oojriit  growth,  and  aie  appropriate  to  and  within  llie  SvX>pe  of  th::- 
intciesf.s  rind  uUivtfics  I'f  the  U  5  Department  of  Commerce  and  NIST  Moicover,  unless  wo  as  j 
luaiinUy  develop  a  iin.nc  ci'Iich nt  approach.  Hiirope,  Canada  and  oilier  couniiics  will  continue,  ar, 
in  ihc  ie(  i’;fii  pu<i,  to  lewiil  iJu^  I  i  S.  in  the  dcvelopiricut,  demoiLStrarion  and  dcpiovtneni  oftireen 
Kiiilihrig  ti'rhnnlo'jii's 

I.  like  iTi;y  c/*unteipiiJls  believe  the  i«?;()iirces  to  conTiimc  to  cany  our  (Uis  proeiiuri  ..re 
.iv.iil.d'le  III  !')'M  and  ciii  li»^  readily  idcmdicd  within  the  amount  ilie  Comniiitt-e  nvomineiul.s 
:i.i  l‘  N'  I'Vts  ;n.,iiviiic'  l  uiilicr  the  Lnuluei  increase  for  NlS'f  in  h  Y  1995  i.s  not  siiecil'tc  in 
iVH.iin  aica>  e-^:pociallv  •<<  the  I'ppliivition  of  new  technologies  to  develop  solutions  to  piohiviii.s 
<  I  call’d  Ml  llif’  Vv.'ikc  of  fh.-  need  to  iiicei  moic  sirmn.cnt  cnvnonmeulal  standaids 

T  also  would  like  to  make  it  clear  that  we  are  npt  yggking  earmarks,  nor  increases  above 
tlie  President’s  Budget.  We  do  request  that  the  Subcommittee  provide  the  following  policy 
guidance  in  the  report  tliat  accompaoics  the  FY  Appropriations  BUI  for  the  Department,  of 
CoDimercc 


—  Contiiiae  the  Green  BaildJog  Program  in  FY  1^94  witli  exisfiog  oiiohligatcd 
funds; 

—  Condnne  in  FY  1995  the  Green  Bodlding  Initiative,  in  conjunction  witli  the 
Building  Tcclmology  and  Fire  Research  and  advanced  technology  programs 
at  a  level  of  S20  million; 

-  Develop  the  FY  1995  program  in  consultation  with  EPA  and  the  Pcpaitmcut 
of  Energy;  and 

-  Develop  tlic  FY  1995  program  so  that  there  arc  internal  NIST  compoueiits; 
extramural  demonstration  components  of  a  competitively  awarded  nature; 
and  industry/councU  support  compooents. 

Thank  you  for  this  opportunity  to  testify  before  your  Subcotnniitiec  on  this  iiuporiaui  matter. 


STATEMENT  OF  U.S.  GREEN  BUILDING  COUNCIL 
The  U.S,  Green  Building  Council  appreciates  Ihc  opportunily  to 
appear  before  the  Chairman  and  Subcommittee  members  and  present  this 


sUtement.  We  are  testifying  in  continued  support  of  the  National  Institute  of 
Standards  and  Technology  (NIST)  Green  Building  Technology,  Research  and 
Devetopment. 

The  Council  is  the  nation’s  only  balanced,  consensus,  nonpront  . 
coalition  of  the  buildirtg  industry  working  to  improve  the  energy  and 
environmental  efficiency  of  the  *whole  building  environment."  Memben  are 
building  product  manufacturers,  environmental  gioups,  architects,  engineers, 
real  estate  companies,  professional  associations,  state  and  local  governments, 
utilities,  and  universities.  A  membership  list  is  attached. 

The  Council  also  testified  last  year  in  support  of  the  NIST  green 
building  program  and  is  collaborating  with  NIST  on  a  number  of  activities 
including  the  annual  green  building  conference,  accelerating  commercialization 
of  green  building  technologies,  the  national  green  building  resource  center,  and  the  benefits 
study.  In  February  this  year  at  NIST,  the  NIST/Council  green 
building  conference  hosted  about  4S0  attendees.  The  speakers  were  national  experts 
including  two  hours  of  presentations  by  the  White  House  and  the  Rocky  Mountain  Institute 
(RMI)  on  the  greening  of  the  While  House,  in  particular  the  first  stage  which  is  now 
completed.  The  Council,  NIST,  AIA  San  Francisco,  Lawrence  Berkeley  Labs,  EPA,  DOD, 
DOE,  OSA  and  United  Technologies  Carrier  are  supporting  a  national  green  building 
resource  center  to  provide  green  building  technical  data,  standards,  and  other  green  building 
information  to  the  public  including  an  online  CD  ROM  data  base  to  architects  and  other 
building  specifiers. 

NIST  is  also  helping  Council  members  RMI  and  DOW  and  DOE 
finalize  a  draft  green  building  benefits  study  showing  dramatic  occupant  productivity  gains 
from  green  buildings.  With  the  substantial  assistance  of  NIST  and  the  Council,  ASTM  is 
developing  national  green  building  standards  for  commercial  and  residential  buildings,  and 
life  cycle  assessment  standards  for  environmental  and  energy  efficiency  of  building  products 
for  use  by  specifiers.  The  Council  and  the  Construction  Specifications  Institute  are  working 
with  the  model  code  groups  on  incorporating  these  standards  into  state  and  local  building 


codes.  Also,  the  Council  is  i  member  of  the  President’s  Council  on  Sustainable 
Development,  Sustainable  Communities  Work  Grcop  co-chaired  by  the  Commerce 
Department  and  the  AFL>C10. 

The  Council  through  its  members,  has  initiated  these  activities  io  response  to 
the  strong  public  demand  for  environmentally  and  energy  efficient  buildings.  For  at  least  the 
last  five  yean,  opinion  polls  show  that  public  support  for  environmental  protection  remains 
consistently  high  above  90  percent.  Moreover,  current  EPA  data  show  that  $120  billion  per 
year  are  spent  on  environmental  protection.  This  amount  has  steadily  increased  since  1970 
and  is  supported  by  some  25  federal  environmental  protection  statutes  and  on  average  10 
separate  environmental  statutes  for  each  individual  state.  For  the  most  part,  this 
environmental  protection  has  not  focused  on  the  whole  building  environment,  thus  explaining 
the  aggressiveness  of  the  Council’s  programs  and  what  we  believe  is  the  high  priority 
necessary  by  Congress  for  NIST  Green  Building  Technology,  Research  and  Development. 

Accordingly,  the  Council  supports  (1)  continuation  of  the  Green  Building 
Programs  FY  94  unobligated  funding,  (2)  the  FY  1995  Green  Building  initiative  at  $20 
million  in  consultation  with  EPA,  (3)  FY  95  funding  of  the  NIST  interna!  components,  (4) 
extramural  demonstration  components  of  a  competitively  awarded  nature,  and  (5) 
industry/council  support  components. 

Thank  you  for  this  opportunity  to  testify. 


STATEMENT  OF  THOMAS  E.  McCLURE,  PRESIDENT,  NATIONAL 
ASSOCIATION  OF  MANAGEMENT  AND  TECHNICAL  ASSISTANCE  CENTERS 

I  represent  the  National  Association  of  Management  and  Technical  Assistance  Centers 
(NAMTAC)  which  is  an  association  composed  of  some  160  members,  most  of  whom  are 
affiliated  with  institutions  of  higher  education.  They  provide  economic  development 
assistance  to  communities,  as  well  as,  management  and  technology  transfer  assistance  to 
business  and  industry. 

1  am  also  the  Associate  Director  of  the  Center  for  Improving  Mountain  Living  of  Western 
Carolina  University,  where  I  direct  the  Regional  Development  Programs.  We  provide  services 
to  the  28  westernmost  counties  of  North  Carolina,  specializing  in  business  counseling  and 
planning,  feasibility  studies,  assistance  in  financial  packaging,  community  economic 
development  planning,  data  collection  and  dissemination,  regional  economic  development 
studies,  leadership  development,  workforce  competitiveness,  sustainable  development  issues, 
and  training  for  local  government  ofTicials  in  partnership  with  the  North  Carolina  Institute  of 
Government. 
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Planned  and  developed  the  strategy  for  the  creation  of  a  flexible  loan  fund  that  is  supported 
by  a  consortium  of  banks.  This  fund  provides  an  avenue  to  financing  for  Western  North 
Carolina  entrepreneurs  who  may  not  otherwise  be  able  to  access  such  fuiKling.  That  project 
won  first  place  in  a  national  project  of  the  year  competition  sponsored  by  NAMTAC.  It  was 
the  seventh  national  award  our  center  has  received  for  creation  and  implementation  of 
innovative  economic  development  projects. 

NAMTAC  members  throughout  the  country  are  in  the  forefront  of  the  drive  to  make  the 
United  States  economy  more  competitive.  We  help  communities  organize  programs  r  it  will 
sustain  competitive  businesses  and  create  jobs.  We  help  businesses  become  more  competitive 
by  improving  their  efficiency,  by  increasing  their  access  to  capital,  and  by  helping  them 
access  and  make  better  use  of  the  latest  technology. 

•  The  Western  Trade  Adjustment  Assistance  Center  in  Los 
Angeles,  California  assisted  a  manufacturer  of  upholstered 
institutional  seating  in  identification  of  major  problems, 
strengths/weaknesses,  opportunities,  and  solutions  for  recovery. 

The  TAAC  assistedthe  firm  in  the  development  of  a  strategy  to 
overcome  impact  of  foreign  imports.  Since  receiving  assistance 
the  firm’s  sales  increased  over  100%  from  $2.8  million  to  $5.6 
million  over  a  three  years.  Employment  was  increased  from  52 
employees  to  73  during  the  same  time  period. 


The  Technology  Transfer  Oflice  of  Dartmouth  College  and 
the  Southern  Technology  Applications  Center  at  the 
University  of  Florida  shar^  a  second  place  award  in  the 
technology  transfer  category  for  their  work  in  helping  to 
commercialize  an  invention  of  a  researcher  at  Dartmouth 
College.  The  Dartmouth  Technology  Transfer  Office  first 
identified  the  commercial  potential  of  the  invention  and  then 
enlisted  the  aid  of  the  Florida  center  in  identifying  biotechnology 
companies  that  might  be  interested  in  commercializing  it.  The 
Dartmouth  office  then  selected  a  company  and  completed  the 
agreement,  as  a  result  of  which  a  new  system  has  been 
introduced  allowing  for  a  non-cytotoxic  enhancement  of  luminol 
which  intensified  chemiluminescence  by  400  times. 

The  project  that  won  the  first  place  prize  in  the  technology 
transfer  category  for  Virginia’s  Center  for  Innovative 
Technology  involved  the  development  and  coordination  of  a 
project  to  establish  scientific  proof  of  the  environmental  safely  of 
using  ash  from  a  refuse  derived  fuel  plant  in  a  commercial 
product  for  marine  applications.  Not  only  was  it  determined  that 
the  ash  could  be  used  effectively,  but  the  application  of  the 
research  also  produced  annual  savings  in  excess  of  $2  million  for 
the  public  service  company  operating  the  plant. 

The  Idaho  Economic  Development  Center  of  Boise  State 
University  received  a  first  place  award  in  the  business  assistance 
category  for  helping  an  area  inventor  secure  and  carry  out 
research  grants  that  established  the  feasibility  of  a  mechancial 
straw  mulching  machine  that  could  significantly  increase  crop 
yields,  reduce  soil  erosion  and  bring  down  phosphorous,  nitrogen 
and  s^iment  levels  in  run-off  water.  His  machines  are  now 
beipg  produced  and  employment  levels  have  been  increased.  In 
Georgia,  the  Georgia  Tech  Industrial  Extension  Division 
helped  a  Georgia  apparel  manufacturer  streamline  its  distribution 
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center  and  add  new  manufacturing  facilities.  The  comi>any 
reported  a  40%  increase  in  efficiency,  new  investment  of 
$225,000,  cost  savings  of  $150,000,  30  new  jobs,  and  a  sales 
increase  of  $2,000,000  annually.  Georgia  Tech  has  a  University 
Center  and  a  Trade  Adjustment  Assistance  Center. 

•  The  University/Indastry  Technology  Service  of  South  Dakota 
State  University  mobilized  its  faculty  and  graduate  students  to  * 
undertake  a  number  of  complex  technical  studies  to  help  a  firm 
that  designs  and  installs  heavy  duty  motor  truck  scales.  The 
result  was  a  better  product  that  costs  less.  This  work  was 
supported  in  part  by  an  EDA  University  Center  grant. 

•  The  Technology  Extension  Service  of  Che  University  of 
Maryland  provided  two  faculty  experts  to  help  a  manufacturer 
of  credit  cards  save  $570,000  yearly. 

•  The  Small  Business  Development  Center  at  the  Community 
College  of  Denver  helped  a  food  service  company  secure  the 
financing  it  needed  to  win  two  large  contracts  pt  nearby  military 
installations. 

These  are  just  a  few  of  the  many  examples  by  which  Small  Business  Development  Centers, 
University  Centers,  Trade  Adjustment  Assistance  Centers,  and  other  NAMTAC  members  help 
make  a  more  vibrant  American  economy. 

In  carrying  out  their  work,  NAMTAC  members  are  helped  immensely  by  various  Federal 
programs  whose  funding  levels  are  under  the  jurisdiction  of  this  subcommittee.  Although  our 
members  receive  a  large  part  of  their  funding  from  State,  local  and  university  funds,  they 
could  not  accomplish  what  they  do  without  the  indispensable  assistance  they  receive  from 
Federal  funds.  Moreover,  it  is  the  Federal  grants  that  are  responsible  for  bringing  forth  the 
Stale  and  University  support. 

There  are  three  major  sources  of  Federal  funds  for  the  competitiveness  work  our  members 
carry  out.  These  are:  the  Small  Business  Administration  (SBA),  the  National  Institute  of 
Standards  and  Technology  (NIST),  and  the  Economic  Development  Administration  (EDA). 
Within  these  agencies,  NAMTAC  members  support  adequate  appropriations  for  Small 
Business  Development  Centers,  EDA  University  inters,  Trade  Adjustment  Assistance 
Centers,  and  the  technology  transfer  programs  of  NIST. 

I  would  particularly  like  to  emphasize  the  needs  of  two  programs:  the  EDA  University 
Center  Program  and  the  Trade  Adjustment  Assistance  Program..  I  will  begin  by  addressing 
the  University  Center  Progi-ani. 

On  behalf  of  NAMTAC,  1  want  to  express  our  profound  gratitude  to  you  for  supporting  this 
program  over  the  years.  Your  support  in  previous  years  has  made  a  great  deal  of  difference  to 
hundreds  of  communities,  businesses,  and  industries  that  have  been  helped  by  the  efforts  of 
University  Centers.  Currently,  the  leadership  of  NAMTAC  is  involved  with  EDA  in  a 
continuous  high  level  dialogue.  We  will  be  working  with  EDA  to  develop  a  review  process 
that  includes  criteria  for  program  evaluation.  These  efforts  will,  we  think,  result  in  a  more 
purposeful  program  and  a  more  effective  expenditure  of  the  Federal  funds  provided  by  the 
Congress. 

Only  64  centers  presently  exist,  with  six  states  that  do  not  have  a  center.  Some  states  should 
have  two  centers.  North  Carolina,  for  example,  has  only  one  center,  which  is  located  in  the 
West,  yet  there  are  also  many  equally  distressed  areas  in  Eastern  North  Carolina.  While  we 
do  provide  socio-economic  demographic  data  service  to  all  100  counties  of  North  Carolina 
through  a  partnership  with  the  N.C.  SBTDC,  many  of  the  distressed  areas  in  Eastern  North 


989 


Caroltiia  are  located  over  four  hundred  miles  from  our  center,  and  therefore  impossible  for  us 
(o  service. 

West  Virginia,  on  the  other  hand,  has  two  centers;  however,  every  county  in  the  state  is  an 
Appalachian  Regional  Commission  (ARC)  county  and  therefore  is  classified  as  distressed. 

Even  with  two  centers,  at  the  current  funding  level,  the  needs  of  all  of  these  counties  cannot 
be  adequately  address^.  We  feel  there  needs  to  be  a  third  center  to  provide  service  to  the 
northern  end  of  the  state.  This  third  center  should,  most  appropriately,  be  located  at  the 
University  at  Morgantown.  However,  because  of  the  limited  funding  presently  available,  the 
establishment  of  a  third  center  is  unlikely  to  happen. 

Utah  is  one  of  the  six  states  that  currently  docs  not  have  a  University  Center,  even  though  it 
has  a  strong  support  base  and  a  university  anxious  to  have  a  center.  Funding  at  the  current 
level  of  $7.5  million  simply  does  not  allow  for  the  addition  of  any  of  these  much  needed 
centers. 

The  University  Center  Program  is  very  small  in  terms  of  federal  funds  received,  yet  provides 
a  substantial  economic  impact  as  it  leverages  considerable  local/state  dollars.  We  recommend 
that  the  program  funds  be  increased  to  $10,202  million  dollars  for  FY  ’95.  This  increase  in 
funding  would  allow  for  a  modest  increase  in  funding  for  each  existing  center,  plus  fund  four 
new  centers.  This  increase  would  also  allow  for  the  implementation  of  a  peer  review  process. 
Peer  review,  long  recognized  by  the  EDA  University  Center  Directors  as  a  critical  need,  will 
serve  to  strengthen  the  EDA  Centers  by  eliminating  unproductive  centers. 

My  second  area  of  emphasis  focuses  on  the  needs  of  the  Trade  Adjustment  Assistance 
(TAA)  Program.  This  is  a  program  that,  through  a  network  of  twelve  Trade  Adjustment 
Centers  across  the  country,  provides  assistance  to  firms  that  have  been  negatively  impacted 
due  to  import  competition. 

Over  the  past  five  years,  454  participating  firms  have  completed  some  phase  of  assistance  and 
experienc^  a  reversal  of  declines  in  sales  and  employment.  Employment  in  these  firms 
increased  by  7.1%  over  employment  prior  to  TAA  participation.  Sales  increased  over  pre- 
TAA  sales  figures  by  $803  million  (22%  increase).  For  every  federal  dollar  dedicated  to 
TAA  there  is  a  return  into  the  economy  of  $689.  The  689%  return  includes  the  maintenance 
of  one  Job  and  the  derivative  of  federal,  state  and  local  tax  revenues  from  that  job  along  with 
an  economic  multiplier  effect  added. 

ITie  demand  for  TAA  services  in  FY  ’93  increased  68%  over  FY  ’91  and  43%  over  FY  ’92. 
The  size  of  firms  applying  for  TAA  certification  has  also  increased  to  an  average  of  147 
employees  (60%  over  FY  ’91  and  83%  over  FY  ’92).  This  is  a  clear  indication  of  the 
continued  need  for  this  program.  As  a  result  of  this  increased  demand,  there  is  presently  a 
nationwide  ’’backlog”  of  $8,115  million  in  approved,  but  unfunded  implementation  assistance. 
However,  as  you  arc  aware,  rro  dollars  were  included  in  FY  ’94  budget  for  this  program. 

The  TAA  program  is,  again,  a  very  small  program  in  terms  of  federal  dollars  received,  yet 
achieves  substantial  sucess  through  its  ability  to  leverage  private  industry  match  funds.  As 
you  arc  aware,  this  program  only  received  $10  million  during  this  fiscal  yew;  however,  EDA 
has  decided  to  fund  a  demonstration  project  in  FY  ’94  to  ascertain  the  application  of  the  TAA 
program  format  and  services  to  those  firms  impacted  by  defense  conversion.  This  effort  has 
provided  an  additional  $3.7  million  that  brings  the  program  to  its  previous  minimum  baseline 
funding  of  $13.7  million,  which  is  the  least  amount  of  funding  that  assures  effective  program 
operation. 

The  NAMTAC  organization  sUongly  endorses  this  program  and  recommends  that  it  be  funded 
at  an  amount  of  $22  million  for  FY  ’95.  This  amount  would  include  the  minimum  baseline 
funding  plus  the  backlog  of  approved  but  unfunded  cases.  We  ask  that  Congress  restore 
sufficient  funds  to  enable  the  Trade  Adjustment  Assistance  Centers  (TAAC’s)  to  coritinue  to 
provide  their  essential  assistance  to  firms  adjusting  to  the  impact  of  import  competition.  Such 
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competition  will  continue  to  be  a  problem  for  many  firms  especially  as  the  North  American 
Free  Trade  Agreement  with  Mexico  is  implemented. 

We  are  grateful  to  your  Subcommittee  for  the  support  it  has  given  to  our  members  in  the  past, 
Mr.  Chairman,  and  we  respectfully  ask  that  you  continue  that  support  in  the  years  ahead. 


DEPARTMENT  OF  JUSTICE 

STATEMENT  OF  THE  GEISINGER  HEALTH  SYSTEM 

Mr.  Chairman  and  Mcmb;;rs  of  the  Subcommittee,  thank  you  for  the  opportunity  to 
submit  testimony  for  the  record  on  behalf  of  the  Geisinger  Health  System  regarding  our 
efforts  to  form  a  partnership  with  the  federal  government  to  develop  and  implement  a  model 
telemedicine/telecommunications  network.  As  planned,  this  network  will  incorporate 
Geisinger‘s  group  practice  and  managed  care  concepts  to  enable  clinics  and  physicians 
practicing  in  isolated,  medically  underserved  areas  to  deliver  cost-effective,  integrated  health 
care  services. 

The  Geisinger  Medical  Center,  founded  in  1915,  is  a  577-bed  facility  in  Danville, 
Pennsylvania  that  has  become  the  hub  of  the  nation’s  largest  rural  health  care  system. 

Today,  the  Geisinger  system  is  a  multi-institutional  network  serving  31  rural  counties  and  2.3 
million  people  in  centr^,  northcentral  and  northeastern  Pennsylvania.  In  addition  to 
Geisinger  Medical  Center,  which  serves  as  the  region's  tertiary  referral  and  Level  I  Trauma 
Center,  the  system  includes  a  230-bed  regional  hospital  and  cancer  center  in  Wilkes-Barre, 
and  45  physician  practice  clinics  in  38  communities  in  rural  and  isolated  areas.  Geisinger 
also  has  the  largest  rural  HMO  in  the  country,  the  profitable  161,000  member  Geisinger 
Health  Plan. 

As  one  of  the  dozen  major  clinics  in  the  country  and  one  of  only  four  rural  referral 
tertiary  care  centers  of  500  or  more  beds,  the  Geisinger  system  embodies  many  of  those 
major  characteristics  sought  by  Congress  and  the  Clinton  Administration  on  health  care 
reform.  Geisinger  has  been  continually  cited  as  a  prototype  for  health  care  reform,  including 
the  following  national  endorsements: 

•  First  Lady  Hillary  Rodham  Clinton.  Senator  Wofford,  Senator  Specter,  Congressman 
Paul  Kanjorski  and  other  legislators  have  endorsed  Geisinger’s  group 
practice/managed  care  concepts  as  a  national  model  for  health  care  reform. 

•  The  New  York  Times  featured  Geisinger's  network  of  530  salaried  physicians  as  an 
innovative  and  cost-effective  managed  health  care  system. 

•  Arnold  Reiman,  M.D.,  former  editor  of  The  New  England  Journal  of  Medicine, 
refers  to  the  Geisinger  system  with  its  HMO  as  the  harbinger  of  what  is  going  to 
happen  in  health  care  all  over  the  country. 

•  The  National  Committee  for  Quality  Health  Care  offers  the  Geisinger  approach  as  one 
of  several  national  models  for  reforming  American  health  care. 

Tefcmedkine/Telecommunlcations  Network 

Cem^al  to  our  development  of  a  lelemedicine/telecommunications  network  is  our 
commitment  to  providing  qji'lity  health  care  services  for  the  rural  communities  which 
comprise  our  managed  care  system.  Indeed,  health  care,  particularly  in  rural  areas,  is  an 
indicator  not  only  of  economic  developnnent  but  of  quality  of  life.  We  at  Geisinger  are 
committed  to  providing  our  rural  communities  with  better  access  to  medical  care  and  patient 
information  that  will  lead  to  economic  growth  in  our  region. 
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In  the  past  eighteen  months  Gelsinger  has  begun  to  implement  services  requiring 
higher  network  speeds  and  has  been  confronted  with  the  issues  of  delivering  these  services 
over  a  wide  area  network  in  rural  Pennsylvania.  Prim^-.rv  among  barriers  in  delivering 
quality  services  in  rural  and  isolated  areas  is  the  inability  to  efficiently  transmit  medical 
information  between  health  care  providers,  particularly  among  rural  practitioners  and  referral 
centers.  This  obstacle  impedes  the  delivery  of  coordinated  care  and  adds  significantly  to 
costs  to  patients.  We  believe  that  a  telemcdicine/telccommunications  system  can  address  the 
barriers  that,  directly  and  indirectly,  reduce  efficiency  in  the  delivery  of  health  care, 
particularly  in  underserved  rural  settings. 

The  Geisinger  system  represents  an  ideal  setting  for  testing  strategies  that  would  use 
information  technologies  to  foster  cost-effective,  high  quality  integration  of  health  care 
services  among  providers  in  a  large  rural  area.  Geisinger  is  already  experienced  in 
developing  collaborative  relationships  both  within  its  own  diverse  and  widely  dispersed 
network  as  well  as  with  non-Geisingcr  providers  in  the  service  region.  Successful  outcomes 
will  be  a  valuable  resource  to  other  providers  throughout  the  country.  The  demonstrated  cost 
savings  achieved  through  increased  efficiency  directly  address  a  top  priority  of  health  care 
reform.  We  would  like  to  form  a  partnership  with  the  Federal  government  to  develop  and 
implement  a  communications  network  that  would  serve  as  a  model  for  both  rural  and  urban 
he^'ilt  care  providers. 

As  envisioned,  Geisingcr’s  telecommunications/lelemedicine  network  will  have  several 
areas  of  emphasis: 

•  Exploring  new  models  for  delivering  care  in  juial.  underdeydopfid-aras  by 
demonstrating  how  the  existence  of  this  information  infrastructure  can  lead  to 
fundamental,  cost-efficient  changes  in  the  practice  of  medicine,  changes  that  would 
not  be  available  without  Ihe  tools  provided  by  high  speed  telecommunications. 

•  Reduciflg  the  isolation  of  physicians  and  patients  in  rural  areas  and  expanding 
opportunities  for  local  communities  to  have  interactive  communication  capabilities  that 
can  be  used  for  numerous  activities  including  ongoing  education  programs. 

•  Improving  and  stabilizing  the  impact  of  health  care  reform  on  the  medical  work- force 
in  small,  rural  and  underdeveloped  communities  by  upgrading  and  converting  existing 
medical  facilities  to  ensure  their  continued  and  efficient  operation  without  significant 
job  losses. 

Through  this  network,  we  intend  to  show  that  a  highly  functional,  cost-efficient 
telecommunications  system  using  available  technology  can  make  a  major  contribution  to  the 
goals  of  health  care  reform  in  rural  areas,  namely,  belter  patient  access  and  higher  quality 
health  care  at  lower  cost. 

The  timing  for  our  proposed  medical  telecommunications  project  parallels  the 
priorities  outlined  by  the  Congress,  the  Administration  and  the  Stale  of  Pennsylvania.  The 
government’s  leadership  in  health  care  reform  and  telecommunications  exemplifies  the 
Geisinger  telemedicine  network  as  a  model  approach  to  utilizing  statc-of-the  art  technologies 
In  providing  quality,  affordable  health  care  services.  As  a  nationally-recognized  model  for 
an  integrated  health  care  system,  a  successfully  implemented  telecommunications  system  here 
can  become  a  prototype  that  sets  standards  for  other  health  care  providers  in  additional  areas. 

Geisinger  Health  System  proposes  three  initial  projects  to  demonstrate  the 
effectiveness  of  our  iclccommunications/lelcmcdicine  network: 

1.  Videoconferencing  and  nutrition  education  for  health  professionals,  students  and 
elderly  persons; 

2.  Emergency  room  videoconferencing; 
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3.  Tcicradiology 

Tttemc<jkirw  Network  to  Federal  Prisona 

Knowing  the  Subcommittee's  jurisdiction  over  the  Federal  Bureau  of  Prisons,  1  would 
like  to  call  your  attention  to  Geisinger's  long  involvement  in  a  medical  contract  with  the  U.S. 
Penitentiary  in  Lewisburg,  Pennsylvania  -  located  20  miles  from  Danville.  For  many  years 
Geisinger  has  administered  health  care  services,  on  a  case>by-case  basis,  to  Lewisburg 
inmates  whose  health  conditions  require  medical  attention  not  offered  at  the  prison. 

Although  our  main  Medical  Center  in  Danville  is  equipped  to  treat  such  prisoners  and 
mitigate  costly,  lonr-icrm  procedures,  this  arrangement  poses  significant  security  risks  to  our 
medical  and  adminisirative  staff,  patients,  and  visitors  to  the  Medical  Center.  For  example, 
in  1987,  a  security  officer  was  shot  during  an  attempted  escape  by  a  prisoner  who  was  being 
treated  at  the  Medical  Center. 

This  threat  has  forced  us  to  increase  dramatically  our  security  measures  and  staff 
during  such  treatments.  Geisinger  Health  System  has  proposed  establishing  a  link  between 
our  telecommunications  network  and  the  Lewisburg  Penitentiary  that  will  enable  Geisinger 
physicians  to  provide  health  care  consultation  without  having  to  transport  inmates  to  the 
Medical  Center,  The  use  of  the  network  will  help  minimize  security  risks  to  the  Medical 
Center  and  surrounding  areas  as  well  as  eliminate  unnecessary  travel  time  and  expenditures. 
Further,  this  component  of  our  telemedicine/telecommunications  network  could  also  serve  as 
an  example  to  other  health  care  providers  who  wish  to  establish  similar  medical  alliances 
with  facilities  in  remote  locations 

R«tu«t  far  r^dgral-Partneghtg 

Geisinger  Health  System  recognizes  the  role  of  this  Subcommittee  in  supporting  the 
development  of  the  Clinton  Administration's  National  Information  Infrastructure.  We  are 
greatly  heartened  by  the  Federal  government's  role  in  supporting  organizations  like  Geisinger 
to  develop  advanced  communications  technologies  to  administer  quality  health  care  services 
in  a  more  efficient  and  cost-effective  manner.  We  ask  that  the  Subcommittee  direct  the 
National  Telecommunications  and  Information  Administration  to  give  strong  consideration  to 
Geisinger's  request  for  funding  to  develop  a  telemedicine/tetecommunications  network  for  a 
rural,  managed  care  environment.  We  are  uniquely  qualified  to  implement  an  interactive 
network  that  other  rural  health  care  providers  can  replicate. 

In  addition,  Geisinger  Health  System  has  applied  for  the  NTlA’s  competitive  TIIAP 
grant.  We  support  the  Administration’s  increased  FY  1995  budget  request  of  $100  million 
for  Information  Infrastructure  grants  and  other  initiatives  to  foster  private  sector  involvement 
in  the  Nil.  We  are  prepared  to  demonstrate  that  advanced  telecommunications  technologies 
can  improve  the  quality  and  accessibility  of  health  care  in  underserved  areas  and  reduce  the 
costs  of  such  care.  In  accordance  with  the  goals  of  NTIA,  Geisinger’s  network  will  be 
multifaceted  to  support  a  variety  of  health  care  activities  -  including  the  development  of 
computerized  medical  records,  education  and  training  for  primary  care  providers, 
teleradiology  applications,  improved  emergency  room  sci'vices,  and  other  interactive 
communication  uses  to  link  isolated  physician  sites  with  tire  main  Medical  Center.  More 
important,  Geisinger's  network  will  be  designed  to  accommodate  the  unique  needs  of  an 
HMO  in  a  rural  area. 

Therefore,  Geisinger  Health  System  is  requesting  $3  million  through  the  FY  1995 
Commerce,  Justice,  and  State,  the  Judiciary,  and  Related  Agencies  Appropriations  Bill  to 
help  develop  a  model  telemedicine/telecommunications  network  that  can  provide  cost- 
effective,  quality  medical  and  administrative  services  under  a  managed  health  care  system. 
This  network,  successfully  implemented  iind  tested,  could  become  a  prototype  for  other 
health  care  providers  in  medically  underserved  areas. 

Thank  you  for  your  consideration  of  our  request. 
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STATEMENT  OF  LEE  ARBETMAN,  COORDINATOR,  YOUTH  FOR  JUSTICE. 
NATIONAL,  COORDINATED  LAW-RELATED  EDUCATION  PROGRAM 

I  un  Lee  Arbetman  of  the  Coordinated,  National  Law- Related  Education  Program.  1  am 
submitting  this  testimony  on  behalf  of  Youth  for  Justice,  the  National,  Coordinated  Law-Related 
Education  Program. 

In  a  very  real  sense,  I  also  testify  on  behalf  of  the  nearly  eight  million  youth  nationwide 
who  have  been  helped  by  this  program  in  the  past  ten  years.  We  respectfully  request  the 
Subcommittee's  continu^  appropriation  support  for  Hscal  year  1995. 

We  also  want  to  testify  today  in  support  of  an  increase  in  appropriations  for  the  Office  of 
Juvenile  Justice  and  Delinquency  Prevention.  The  dedicated  employees  of  that  agency  have 
worked  for  many  years  to  develop  and  implement  programs  to  prevent  juvenile  delinquency. 
Theirs  has  often  been  a  difficult  and  challenging  task,  aiKl  we  hope  that  the  Subcommittee  will 
join  us  in  recognizing  the  importance  of  their  mission. 

Mr.  Chairman,  thanks  to  your  many  years  of  stalwart  support  and  thanks  to  the  continued 
commitment  of  the  Subcommittee,  Youth  for  Justice,  the  National,  Coordinated  Law-Related 
Education  Program  has  built  a  vital,  cost  effective  program  serving  the  needs  of  youth  throughout 
our  nation.  This  progr^: 

Teaches  young  people  acceptable,  alternative  ways  to  resolve  conflict; 

»  Fosten  constructive  attitudes  towards  authority  figures,  such  as  parents,  teachers 
and  police  officers; 

Provides  young  people  with  meaningful  opportunities  to  serve  their  communities; 

»  Promotes  understandng  of  and  reasoned  commitment  to  the  rule  of  law  along  with 
tolerance  for  varied  points  of  view  in  a  free  and  diverse  society;  and 
Helps  young  people  understand  the  democratic  process  and  develop  the  critical 
thinking,  decisicn-mklng,  and  problem-solving  skills  to  enable  their  full 
participation  in  that  process. 

THE  NATIONAL  LAW-RELATED  EDUCATION  PROGRAM 

The  National,  Coordinated  Law-Related  Education  Program  is  comprised  of  five  not-for- 
profit  organizations,  each  of  which  is  recognized  nationally  and  internationally  as  a  leader 
in  the  field  of  law  and  civic  education:  The  American  Bar  Association’s  Special  Committee  on 
Youth  Education  for  Citizenship;  the  Cbnter  for  Civic  Education;  the  Constitutional  Rights 
Foundation;  the  National  Institute  for  Citizen  Education  in  the  Law;  and  the  Phi  Alpha  Delta 
Public  Service  Center.  By  combining  their  expertise  and  experience  as  teachers,  school 
administraton,  juvenile  justice  professionals,  attorneys,  and  professors  these  five  organizations 
have  successfully  administered  a  nationwide  program  in  which  they  have: 

p  Established  and  maintained  an  effective  network  of  law  and  citizenship  projects  in 
48  sutes,  the  District  of  Columbia  and  Puerto  Rico,  so  that  accurate  information 
and  effective  materials  can  be  efficiently  distributed  and  widely  used; 

»  Provided  annual  funding  and  on-site  technical  assistance  to  the  state  projects  in  this 
network; 

»  Established  innovative  law  and  citizenship  programs  for  at-risk  youth; 

►  Provided  over  700,000  houn  of  training  for  teachen,  law  enforcement  personnel, 
and  ocher  professionals  who  work  with  young  people; 

»  Developed  and  field-tested  quality  curricular  materials  for  children — kindergarten 
through  grade  twelve — in  public  and  private  schools,  juvenile  detention  centers, 
after-school  programs,  and  court-rebted  diversion  programs: 
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»  Organized  special  initiatives  on  dnig  prevention,  juvenile  justice  and  urban 
education,  publishing  materials  and  sponsoring  more  than  400  training  events 
nationwide;  and 

»  Mobilized  thousands  of  volunteers  with  expertise  in  law,  public  policy,  drug  and 
alcohol  abuse  prevention,  juvenile  justice,  and  other  areas. 

The  National,  Cooidinated  Law-Related  Education  Program  acknowledges  with  pride  the 
participation  of  dozens  of  organizations  in  the  education,  legislative,  legal,  law  enforcement, 
judicial,  and  juvenile  justice  communities.  The  Program  has  had  assistance  from  the  executive 
branch  and  strong  bipartisan  support  in  Congress  for  the  outstanding  programs  and  materials  it 
ha.s  developed  and  implemented 

In  addition,  it  is  a  particular  source  of  satisfaction  to  note  that  similar  partnerships  have 
been  developed  in  many  of  the  states  participating  in  this  network.  A  small  amount  of  federal 
support  has  provided  the  impetus  to  attract  the  commitment  of  local  organizations,  agencies,  and 
foundations.  One  important  goal  of  this  Program  is  to  continue  to  provide  the  support  and 
technical  assistance  necessary  to  enable  all  of  the  states  to  build  their  own  public/private 
partnership  networks,  effectively  leveraging  a  small  amount  of  federal  assistance  to  build  strong 
local  and  state  programs. 

EVALUATIONS  OF  LAW-RELATED  EDUCATION 

A  variety  of  evaluations,  carried  out  over  the  period  from  1980-1991,  have  found  that 
Law-Related  Education,  when  properly  implemented,  is  a  uniquely  effective  program  for 
preventing  a  broad  range  of  delinquent  behaviors. 

A  four-year  national  quantitative  evaluation  of  Law-Related  Education  was  carried  out  in 
32  schools  in  six  different  states  from  1980-1984.  Conducted  by  the  Center  for  Action  Research 
and  the  Social  Science  Education  Consortium,  of  Boulder,  Colorado,  the  evaluation  found  that 

Law- Related  Education,  when  implemented  properly,  reduces  those  factors 
associated  with  delinquent  behavior, 

*•  Law-Related  Education,  more  than  any  other  subject,  fostered  a  belief  in  students 
that  laws  are  legitimate  and  should  be  obeyed;  arvd 

Some  of  the  positive  effects  of  Law-Related  Education  included  reduction  of 
school  infractions,  decrease  in  the  use  of  alcohol  and  other  drugs,  and  a  decrease 
in  other  delinquent  behaviors. 

The  Office  of  Juvenile  Justice  and  Delinquency  Prevention  has  noted  that  evaluations  of 
Law-Related  Education  Program  have  been  "encouraging.. .confirming  the  previous  findings  that 
such  education  serves  as  a  significant  deterrent  to  delinquent  behavior."  Eighth  Analysis  and 
Evaluation  of  Federal  Juvenile  Delinquency  Programs.  U.S.  Department  of  Justice,  OJJDP,  p.  60 
(1985). 


The  Twelfth  Analysis  and  Evaluation  of  Federal  Juvenile  Delinquency  Programs  published 
in  1988  similarly  states  "(A)  national  study  suggests  that  Law-Related  Education,  when  properly 
implemented,  can  reduce  the  tendency  to  engage  in  delinquent  behavior." 

In  addition,  numerous  studies  indicate  that  academic  achievement  is  linked  with  active 
learning.  Law-Related  Education  provides  opportunities  for  students  to  participate  in  mock  trials, 
legislative  hearings,  and  other  simulations.  Because  Law-Related  Education  encourages 
cooperative  learning,  students  learn  important  social  skills  they  will  need  to  succeed  as  citizens. 
Overall,  students  in  a  Law-Related  Education  class  gain  more,  in  knowledge,  skills  and  attitudes, 
than  those  in  more  traditional  classes. 

In  a  1990  evaluation,  the  ^ial  Science  Education  Consortium  found  that  73  percent  of 
those  teachers,  nationwide,  who  had  attended  Law-Related  Education  training  were  currently 
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fetching  Ltw-Re!tted  Education  or  had  L.ught  a  Law-Related  Education  program  as  a  result  of 
that  training.  Of  those  teachers  who  had  participated  in  training,  but  were  not  actually  teaching 
Law-Related  Education  at  the  rime  of  the  study,  81  percent  said  they  would  like  to  be  teaching  it. 

Dr.  Timothy  Buzzell  of  Drake  University,  Dcs  Moines,  Iowa,  published  a  1991  study  of 
one  of  the  flnt  Law-Related  Education  Programs  in  a  juvenile  justice  setting.  In  1985,  the 
State  Training  School  for  Boys  (a  secure  facility  for  adjudicated  delinquent  boys  age  14  or  older) 
in  Eldora,  Iowa,  initiated  a  comprehensive  Law-Related  Education  program.  Basing  his  study  on 
two  evaluations  over  a  six-year  period.  Dr.  Buzzell  concluded  that  high-risk  factors  such  as 
ineffective  social  bonding,  poor  interactive  skills,  and  lack  of  interest  in  learning  may  be 
ameliorated  by  participating  in  law-related  curriculum. 

EXAMPLES  FROM  THE  STATES,  REACTIONS  BY  STUDENTS 

Mr.  Chairman,  members  of  the  Subcommittee,  the  National.  Coordinated  Law-Related 
Education  Program  Is  effective  because  it  truly  reaches  young  people  and  the  adults  who  work 
with  them  in  the  48  participating  states,  the  District  of  Columbia  and  Puerto  Rico.  Just  a  few 
examples  illustrate  some  of  the  varied  programs  made  possible  with  Congressional  support. 

»  North  Carolina's  new  Center  for  the  Prevention  of  School  Violence  is  directed  by 
Dr.  Pamela  Riley,  an  experienced  Law-Related  Education  trainer.  She  works  with 
young  people  such  as  Michael  Williams,  a  student  at  West  Charlotte  High  School. 
Williams,  who  has  suffered  the  grief  of  having  a  close  friend  and  classmate 
murdered,  helps  contact  students  in  other  high  schools.  He  tells  them.  "Our  group 
of  people  is  striving  to  show  the  world  that  guns  and  violence  do  not  solve  the 
prt^lems  of  the  world." 

»  Dr.  Timothy  Buzzell,  Director  of  the  Iowa  Center  for  Law  and  Civic  Education, 
reports  that  tiw  Iowa  legislature  has  recently  agreed  to  fund  a  statewide  violence 
prevention  program  using  Law-Related  Education  materials  and  strategies.  Federal 
support  and  seed  money  have  effectively  served  as  a  catalyst  for  state  support  for 
these  programs. 

»  Jennie  Shaffer,  a  high  school  teacher  in  Keyser,  West  Virginia,  recently 

participated  in  training  conducted  by  the  Center  for  Civic  Education.  She  and  her 
students  are  now  so  enthusiastic  ab^t  Law-Related  Education  that  she  has  taught 
workshops  for  other  teachers  in  her  stale.  Two  weeks  ago,  Ms.  Shaffer  presented  a 
one-hour  introduction  to  Law-Related  Education  for  250  parents  at  the  statewide 
P.T.A.  Conference.  She  reports  that,  The  parents  were  so  excited  about  the  lesson, 
that  they  didn't  want  the  session  to  end.  Everyone  wanted  materials  for  their  own 
kids*  schools." 

►  Lynda  Rando,  Director  of  the  Arizona  Center  for  Law-Related  Education,  reports 
enthusiastic  participation  throughout  tiie  state  in  civic  education  programs  such  as 
the  annual  high  school  mock  trial  competition  and  the  We  the  People...  The  Citizen 
and  the  Constitution  Program.  Arizona  law  enforcement  officers  have  been  active 
participants  in  classrooms  at  all  grade  levels. 

»  The  Kentucky  Law-Related  Education  program  during  the  past  year  focused  on 
training  "court  designated  workers"  who  teach  "at-risk"  youth  and  also  on  training 
university  students  who  are  preparing  to  become  teachers,  especially  in  rural  areas. 

But,  in  many  ways,  the  most  im,x)nani  responses  to  these  programs  arc  those  of  the 
young  people.  And  so  we  share  with  you  just  a  few: 

►  A  student  in  a  large  urban  high  school:  "I  think  every  student  should  have  this 
course  to  familiarize  them  with  the  legal  system.  The  class  changed  my  mind 
about  hanging  with  friends  that  like  to  steal." 


*■  A  middle  school  student:  "This  program  could  turn  uound  the  lives  of  kids  to 

make  better  decisions  and  perhaps  have  a  safer  environment.  I  liked  the  class  when 
we  went  to  court." 

^  A  teenager  in  a  court-related  diversion  program;  "I  learned  a  lot  about  why  thcr? 
are  certain  laws  and  rules.  This  will  definitely  have  an  effect  on  my  future 
decisions.  1  would  like  to  go  to  the  kids  in  kindergarten  and  teach  them  so 
hopefully  they  will  stay  off  the  streets  and  away  from  drugs." 

NEED  FOR  CONTINUATION/CONCLUSION 

Although  this  program  has  reached  millions  of  young  people  and  trained  well  over 
125,000  professionals  who  work  with  youth,  there  is  considerable  work  yet  to  be  done.  We  seek 
continued  Congressional  support  for  the  following  reasons; 

First,  systemic  change  in  educational  and  juvenile  justice  systems  is  a  lengthy  process, 
requiring  commitment  and  assistance  over  a  peric^  of  time.  Youth  for  Justice,  the  National 
Coordinated  L4iw-Related  Education  Program,  is  in  a  unique  position  to  provide  continued 
support  and  technical  assistance  throughout  the  nation  at  a  very  low  cost  through  its  existing 
network.  Materials  development,  reseaich  disseir  ination  and  training  expertise  located  in  a 
national,  coordinated  effort  prevents  costly,  w«^'>n^ful,  and  frustrating  rcinvention  and  testing  of 
strategies  and  solutions  to  the  problems  common  to  young  people  throughout  the  nation. 

Second,  the  initiatives  begun  through  this  Program  in  the  areas  of  juvenile  justice,  urban 
education,  and  substance  abuse  are  just  beginning  to  have  widespread  impact  throughout  the 
states.  Thu  continued  need  for  education  and  prevention  programs  centered  upon  these  areas 
makes  it  important  Co  keep  the  momentum  of  materials  and  services  available. 

Thtixi,  we  are  absolutely  committed  to  providing  leaderahip  in  the  national  effort  to  stop 
the  outrage  of  violence  committed  by  and  perpetrated  against  this  nation's  youth.  We  have  the 
capacity  and  the  will  to  involve  young  people  directly  in  helping  to  identify  and  implement 
solutions  .  With  the  support  of  Con^ss,  Youth  for  Justice  plans  to  refocus  all  programs  to 
reflect  the  nation's  growing  concern  about  violence  committed  by  and  against  young  people  in 
our  schools  and  communities.  Our  new  name.  Youth  for  Justice,  reflects  this  group's 
commitment  to  safe,  disciplined,  and  drug-free  schools  where  young  people  are  given  a  role  in 
helping  to  build  responsible  solutions  to  widespread  societal  problems. 

The  staff  membera  of  this  national  coordinated  group  have  extensive  experience  in  conflict 
management,  mediation  and  alternative  dispute  resolution;  all  promising  practices  in  the  national 
concern  abo<Jt  youth  violence.  An  enormous  effort  will  be  required  to  share  this  expertise  with 
teachers,  juvenile  justice  personnel,  and  others  during  the  upcoming  years. 

Mr.  Oiairman,  Youth  for  Justice,  the  National  Coordinated  Law-Related  Education 
Program  would  like  once  again  to  express  its  appreciation  to  you,  to  this  Subcommittee  and  to 
the  Congress  for  your  support.  We  accept  the  responsibility  and  the  challenge  of  providing  the 
best  possible  programs  that  we  can  for  the  benefit  of  all  of  America’s  children. 


STATEMENT  OF  WILLIAM  C.  O’MALLEY.  PRESIDENT,  NATIONAL 
DISTRICT  ATTORNEYS  ASSOCIATION 

I  appreciate  the  opportunity  to  provide  a  statement  on  behalf  of  the  nation's 
prosecutors  and  to  urge  your  continued  support  of  the  American  Prosecutors  Research 
Institute's  National  Center  for  Prosecution  of  Child  Abuse.  I  am  Bill  O'Malley,  District 
Attorney  for  Plymouth  County.  Massachusetts  and  have  served  the  people  of  my  county  for 
22  years.  In  addition  I  am  proud  to  serve  as  the  President  of  the  National  District  Attorneys 
Association  and  am  here  to  provide  you  with  the  views  of  that  7000  member  organization. 
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Violence  within  the  family  lies  at  the  root  of  this  nation’s  most  serious  problems.  In 
1992,  2.9  million  children  were  reported  as  alleged  victims  of  abuse  and  neglect,  compared  to 
1.2  million  in  1982.  Since  1985,  child  abuse  reports  have  increased  at  a  rate  of  6%  {>er  year, 
with  more  recent  increases  of  7.8%.  At  least  four  children  a  day  die  of  maltreatment,  87%  of 
whom  arc  under  five  years  of  age.  The  cost  of  protective  service  investigations  is  estimated 
to  exceed  $500  million  each  year,  and  30%  of  abused  children  suffer  chronic  health 
problems.  The  annual  medical  costs  arc  astronomical^ — almost  $800  million  in  hospital  care 
for  physically  maltreated  children;  $2.8  billion  for  inpatient  mental  health  care  of  abused 
children  and  close  to  $815  million  for  outpatient  treatment  of  abused  victims  and  families. 
Children  who  suffer  maltreatment  at  home  test  lower  at  school  have  more  discipline  problems 
and  higher  rates  of  suspension.  Learning  disorders  related  to  abuse  require  special  education 
for  22%  of  abused  children. 

The  child  abuse-related  costs  in  juvenile  delinquency,  high  risk  behavior  in 
adolescence,  adult  crime,  high  alcohol  and  substance  abuse  rates,  potential  welfare 
dependency  and  lost  earning  power  are  headlined  in  the  newspapers.  The  legacy  of  child 
abuse  is  reflected  in  prison  and  other  institutional  populations,  in  homeless  and  battered 
women's  shelters,  in  epidemic  street  violence  and  a  host  of  other  problems  threatening  the 
daily  well  being  of  America's  citizens.  Effective  intcr>'ention  to  safeguard  victims  from 
assault  is  not  only  a  legal  requirement  but  a  critical  step  toward  building  a  more  stable 
national  future. 

Few  public  agencies  arc  immune  from  responsibility  to  respond  to  this  crisis.  Few  arc 
as  critical  to  its  solution  as  a  sensitive  and  knowledgeable  criminal  justice  system.  Working 
with  social  service,  mental  health,  education  and  law  enforcement  professionals,  prosecutors 
throughout  the  country  arc  rising  to  this  challenge. 

Child  abuse  crimes  arc  unique  in  nature  and  their  seriousness  and  complexity  dictate 
that  they  be  handled  differently  than  other  criminal  cases.  While  no  single  approach  can 
serve  as  the  answer,  prosecutors  throughout  the  country  have  implemented  a  number  of 
effective  and  innovative  strategics  with  common  ingredients.  These  strategies  recognize  that 
because  children  arc  the  focal  point,  and  often  the  primary  witness,  in  child  abuse  cases,  a 
criminal  justice  system  designed  for  adults  must  adjust  to  accommodate  the  special  needs  of 
children.  Interviewing  and  investigation  techniques,  trial  preparation  and  procedures,  court 
room  configurations  and  evidentiary  rules  all  must  be  modified  to  give  maximum 
consideration  and  protection  to  children,  while  safeguarding  the  constitutional  rights  of 
defendants.  Actoss  the  country,  child  abuse  professionals  have  learned  that  specialization 
within  agencies  and  coordination  among  them  arc  the  key  to  sensitive  and  successful 
investigations  and  prosecutions. 

In  recognition  of  the  tremendous  challenge  posed  by  child  abuse  cases,  the  American 
Prosecutors  Research  Institute  (APRI)  sponsored  a  symposium  on  child  abuse  in  May  1985, 
bringing  together  prosecutors  from  around  the  country  to  discuss  issues  of  common  concern 
regarding  the  investigation  and  prosecution  of  child  abuse  cases.  Chief  among  the  fmdings 
was  recognition  that  fatal,  physical  and  sexual  child  abuse  and  exploitation  constitute  serious 
crimes,  regardless  of  the  relationship  between  the  victim  and  offender.  The  result  of  this 
symposium  was  a  determination  to  assume  a  leadership  role  In  improving  the  community 
response  to  these  serious  and  complex  cases.  At  the  direction  of  the  Board  of  Directors  of 
the  National  District  Attorneys  Association  (NDAA),  APRI  established  the  National  Center 
for  Prosecution  of  Child  Abuse  (NCPCA)  as  the  foundation  of  this  effort.  NCPCA's  mission 
is  to  improve  the  investigation  and  prosecution  of  child  abuse  through  professional 
specialization,  interagency  coordination,  and  court  reform. 

Since  its  inception,  the  National  Center  for  Prosecution  of  Child  Abuse  has  had 
signiHcant  influence  on  the  manner  In  which  child  abuse  cases  are  investigated  and 
prosecuted.  It  has  provided  a  vehicle  for  prosecutors  to  play  an  active  role  in  shaping  public 
policy  regarding  the  community  response  to  crimes  against  children.  By  providing  technical 
assistance  on  all  aspects  of  the  investigation  and  prosecution  of  child  abtjse,  training 
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prosecutors  and  other  professionals,  becoming  active  in  national  organizations  and  debates 
concerning  policy  issues,  and  maintaining  an  opcu  dialogue  with  prosecution  and  other 
experts  around  the  country,  NCPCA  has  focused  attention  on  the  pivotal  role  played  by 
prosecutors  in  responding  to  child  abuse. 

Like  murder  or  adult  sexual  assault  cases  for  which  lengthy  preparation  is  demanded, 
child  abuse  cases  routinely  require  a  signific^t  amount  of  time  to  evaluate  and  present.  It  is 
not  uncommon  for  the  prosecutor  to  meet  with  the  child  many  times  to  develop  a  comfortable 
relationship,  elicit  necessary  information,  assess  ability  to  testify  and  prepare  for  court. 
Usually,  multiple  meetings  with  family  members  and  other  witnesses,  including  potential 
experts,  arc  also  involved.  The  prosecutor  must  often  overcome  anxiety  about  the  criminal 
justice  process  and  resistance  to  participation  by  victims  and  family  members.  Given  the 
costly  price  of  human  mistakes,  prosecutors  have  a  strong  incentive  to  spend  substantial  time 
in  case  preparation.  Multi-victim  and  child  homicide  cases  can  be  especially  tine- 
consuming,  demanding  expertise  in  complex  medical  areas,  numerous  witness  irterviews  and 
careful  case  strategy. 

Referrals  of  child  abuse  cases  have  increased  dramatically  in  a  short  time.  Public 
awareness  of  sexual  abuse,  increasing  unwillingness  to  tolerate  severe  physical  abuse  ind  a 
steep  rise  in  social  conditions  breeding  child  neglect  account  for  most  reports  to  public 
agencies.  More  cases  with  younger  victims  go  to  trial.  In  turn,  the  greater  volume  of  cases 
produces  higher  public  expectations  of  prosecutor  sensitivity  and  success.  Subject  to  greater 
scrutiny  and  benefiting  from  increased  knowledge  regarding  successful  prosecutions,  many 
jurisdictions  have  reorganized  their  procedures,  invested  lime  in  building  community 
networks,  proposed  legislative  reforms  and  developed  broad  child  abuse  prevention 
campaigns.  No  area  of  law  has  changed  so  rapidly  in  the  last  twenty  years  as  child  abuse. 
None  has  such  far-reaching  implications  for  individual  and  social  well-being. 

For  most  district  attorneys,  child  abuse  and  other  family  violence  cases  are  among  the 
most  complex  they  face.  They  often  involve  very  young  witnesses,  uncooperative  family 
members,  sensitive  subject  matter  and  difficult  evidentiary  issues.  Professional  specialization 
and  training  are  critical  to  our  effectiveness  in  court  with  these  delicate  and  complex  cases, 
yet  no  such  educational  opportunities  are  provided  in  law  school.  State-of-the-art 
professional  training  provided  by  the  National  Center  for  Prosecution  of  Child  Abuse  has 
been  invaluable  to  local  prosecutors,  who  now  have  immediate  access  to  the  latest 
developments  in  case  law,  research  and  statutory  reforms,  as  well  as  invaluzblc  strategic  help 
in  trying  some  of  the  most  troublesome  cases  many  will  ever  encounter. 

Most  child  abuse  prosecutors  arc  inexperienced,  are  rotated  frequently  to  other 
assignments  or  expected  to  leave  their  position  shortly.  Many  work  in  small  offices  that  can 
not  afford  the  full-time  assignment  of  a  single  individual  to  child  abuse  cases.  Even  with  a 
stable  workforce  and  ability  to  create  special  child  abuse  and  witness-support  units,  keeping 
up  with  changes  in  laws  and  procedures  as  well  as  medical  advances  is  impossible  on  a  local 
level  without  access  to  resources  like  the  National  Center  for  Prosecution  of  Child  Abuse. 

The  National  Center  provides  professional  services  unavailable  anywhere  else  in  the 
world,  and  meets  a  standard  of  quality  that  is  rare.  With  a  relatively  modest  federal 
investment,  the  nation  has  reaped  tremendous  dividends:  in  advancements  in  criminal  justice 
handling  of  child  abuse  and  in  generating  numerous  similar  state  and  federal  projects.  Level 
federal  funding  has  been  the  lynchpin  for  the  Center's  impressive  achievements  and  grovMh. 
We  know  of  no  other  resource  that  delivers  the  quantity  and  quality  of  practical  assistance  to 
prosecutors  and  other  on-line  child  abuse  professionals  who  face  dreadful  cases  every  day. 
Given  the  devastating  impact  of  childhood  violence  on  our  education,  health,  justice  and 
welfare  systems,  the  importance  of  skilled  intervention  on  behalf  of  children  cannot  be 
overestimated. 
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With  a  small  staff,  its  dedication  to  child  victims  and  a  rigorously  maintained  legal  and 
research  collection,  the  Center  serves  as  a  model  for  federal  investment.  Its  1993-94  record 
demonstrates  the  springboard  effect  of  stable  funding  in  creating  new  financial  streams: 

*  Tralolng.  The  Center  conducted  training  or  met  with  approximately  26,000 
individuals  at  approximately  125  conferences  and  workshops.  Audiences  included 
prosecutors,  law  enforcement,  social  service,  mental  health,  medical  and  education 
professionals  and  victim  advocates.  State  attorneys  general,  US  attorneys,  military  and  tribal 
prosecutors  and  FBI  agents  were  among  officials  trained. 

— State  Contracts.  Approximately  5,500  of  the  total  trainees  represented  state 

contracts  with  Nebraska,  Virginia,  Vermont,  Michigan,  West  Virginia  and  Ohio. 

Here,  protocol  development  with  multidisciplinary  teams  was  emphasized. 

— Policy  Development  Staff  served  as  advisory  board  members  or  project  staff  for 

nine  federal  agencies/projects. 

*  Technical  Assistance.  The  Center  responded  to  some  3,500  requests — up  35%  from 
the  year  before — with  information  on  trial  tactics,  legal  and  social  science  research,  statutes 
and  case  law.  Evaluations  speak  to  the  Center's  promptness  in  providing  critical  information 
while  trials  are  underway,  legal  insights,  help  "beyond  the  call  of  duty"  and  professionalism. 

*  Publications.  The  Center's  mailing  list  grew  to  over  8,600  individuals  who  requested 
placement  on  the  mailing  list  to  receive  the  free  newsletter  UPDATE.  During  the  project 
year,  APRI  published  the  Second  Edition  of  Investigation  and  Prosecution  of  Child  Abuse. 

Now  in  two  volumes,  this  manual  is  recognized  as  the  authoritative  guide  to  handling 
criminal  child  abuse  cases. 

*  Special  Projects.  The  Center  conducted  three  projects  on  parental  abduction  cases  for 
OJIDP,  and  was  a  subcontractor  on  two  others  for  the  Office  for  Victims  of  Crime: 
"Development  of  Sexual  Assault  Protocols"  and  "Victim/Witness  Program  Training  for 
Prosecutors."  Under  a  contract  with  HHS'  National  Qearinghouse  on  Child  Abuse  and 
Neglect,  the  Center  surveyed  state  child  abuse  statutes. 

As  officials  responsible  to  uphold  the  law  and  protect  the  rights  of  both  victims  and 
the  accused,  we  need  the  National  Center  for  Prosecution  of  Child  Abuse.  We  need  it  not 
only  to  maintain  its  current  level  of  services — which  are  remarkable — but  to  expand  them  to 
meet  the  growing  need  of  local  prosecutors.  Child  abuse  is  an  all-too-common  crime — a 
crime  to  which  prosecutors  must  respond.  Our  laws  are  written  to  protect  the  youngest  and 
most  vulnerable  of  crime  victims.  But  we  need  to  help  to  do  the  kind  of  job  in  and  out  of 
court  that  children  especially  deserve. 

In  considering  the  financial  needs  of  the  National  Center  for  Prosecution  of  Child 
Abuse,  let  us  remember  the  purpose  of  this  organization:  to  give  child  victims  of  abuse  the 
right  to  equal  justice.  Please  remember,  it  lakes  courage  for  a  child  to  come  forward  and 
testify  in  court.  It  takes  courage  to  face  an  adult  who  has  used  the  child's  need  for  love  and 
fear  of  retribution  to  buy  silence.  It  takes  courage  to  make  public  an  intensely  private  and 
shameful  experience.  And  it  takes  courage  to  risk  losing  whatever  remaining  support  still 
exists  within  one's  family  by  exposing  the  horrible  reality  of  life  at  home.  Tlie  National 
Onler  for  Prosecution  of  Child  Abuse  honors  that  courage.  It  deserves  your  support. 

Cbngress  clearly  expressed  its  intent  to  improve  the  investigation  and  prosecution  of 
child  abuse  cases  through  a  bipartisan  effort  culminating  in  passage  of  the  Victims  of  Child 
Abuse  Act  of  1990.  The  Act,  Title  II  of  the  Crime  Control  Act  of  1990,  authorizes  funding 
for  a  national  organization  to  provide  training  and  technical  assistance  to  improve  the  quality 
of  criminal  prosecution  of  child  abuse  cases  in  state  and  federal  courts.  The  National  Center 
for  Prosecution  of  Child  Abuse  is  the  only  organization  dedicated  to  this  purpose. 

We  urge  this  Subcommittee  to  continue  supporting  the  Center.  Annual  federal  funding 
of  $1.5  million  would  ensure  its  continued  effectiveness.  1  can  promise  the  members  of  this 
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Subcommittee  that  this  modest  investment  will  reap  tremendous  dividends  in  protecting 
America's  children  from  abuse  and  building  the  kind  of  society  that  values  all  its  membe.j. 


STATEMENT  OF  FREDA  ADLER,  PH.D.,  PRESIDENT-ELECT,  AMERICAN 
SOCIETY  OP  CRIMINOLOGY  ON  BEHALF  OF  THE  CONSORTIUM  OF 
SOCIAL  SCIENCE  ASSOCIATION 

Mr.  Chairman  and  Members  of  the  Subcommittee: 

I  am  Dr.  Freda  Adler,  Distinguished  Professor  of  Criminal  Justice  at  Rutgers 
University  and  President-Elect  of  the  American  Society  of  Criminology  (ASC).  I  am 
testifying  on  behalf  of  the  Consortium  of  Social  Science  Associations  (COSSA),  an 
advocacy  organization  for  the  social  and  behavioral  sciences  supported  by  over  90 
academic  societie.s,  professional  associations,  research  institutes  and  universities.  For 
your  reference,  I  have  attached  a  list  of  COSSA  members. 

Earlier  this  year  COSSA  and  ASC  came  to  Capitol  Hill  to  present  a  breakfast 
seminar,  A  Menaced  Society;  Is  the  Crime  Bill  the  Answer?,  bringing  the  findings  of 
criminal  justice  research  to  an  audience  of  over  90  congressional  and  federal  agency 
staff.  A  summary  of  the  event  follows  my  written  statement.  It  is  the  message  of  this 
seminar  -  that  a  strong  research  and  development  effort  is  needed  to  evaluate  the 
strategies  used  in  waging  war  on  crime  -  that  I  hope  lo  share  with  you  today  in  urging 
the  Subcommittee  to  adequately  fund  the  research  and  statistics  programs  of  the 
Department  of  Justice’s  Office  of  Justice  Programs  (OJP).  The  agencies  I  .speak  of  are 
the  National  Institute  of  Justice  (NIJ),  the  Bureau  of  Justice  Statistics  (BJS),  and  the 
Office  of  Juvenile  Justice  and  Delinquency  Prevention  (OJJDP). 

The  issue  of  crime  dominates  our  public  agenda  like  never  before.  Fear  and 
frustration  continue  to  rise,  slate  and  local  law  enforcement  officials  are  clamoring  for 
new  strategies  and  resources  lo  fight  crime,  and  Congress  is  debating  a  sweeping  and 
co.stly  package  of  anti-crime  legislation.  Sadly  lacking  in  all  of  this  sound  and  fury  is  a 
well-funded  research  and  development  effort  to  study  and  evaluate  the  very  measures 
currently  under  consideration  in  this  building.  The  crime  bill’s  provisions  for  stricter 
sentencing,  more  police  on  the  streets  and  boot  camps  for  juvenile  offenders  are  very 
expensive  strategies  that  need  to  be  subjected  to  calm,  level-headed  scientific  analysis. 

Given  the  public  outrage  over  the  issue  of  crime  -  and  the  plethora  of  legislative 
proposals  -  the  lack  of  sufficient  funding  for  crime  and  criminal  justice  research  cannot 
be  justified. 

Crime  and  criminal  justice  research  receives  only  seven  cents  of  every  $100  of 
federal  research  and  development  funding.  According  to  the  National  Academy  of 
Science’s  1993  study,  Understanding  and  Preventing  Violence.  ”as  a  research  topic, 
violence  receives  far  less  support  than  certain  other  threats  to  life.”  The  report  said 
that  expenditures  on  violence  research  total  $31  per  year  of  potential  life  lost,  in 
contrast  lo  $441  for  hearl/lung/blood,  $697  for  AIDS,  and  $794  for  cancer.  The 
Academy  did  not  include  in  this  comparison  the  external  social  costs  of  violence  such  as 
deterioration  of  quality  of  life,  loss  of  legitimate  economic  activity,  and  the  negative 
effects  of  chronic  exposure  to  violence  on  child  health,  education,  and  social 
development.  The  study  noted  certain  research  areas  that  have  been  given  few 
resources  where  a  small-scale  investment  could  bring  rapid  and  sizable  progress:  the 
effects  of  weapon  type  on  death  rates  in  assaults  and  robberies;  interactions  among 
demographic  and  situational  risk  factors  for  violence  events;  comparisons  of  how 
individuals’  potential  for  violent  behavior  develop  in  ethnically  and  socioeconomically 
diverse  areas;  and  factors  causing  sexual  violence. 
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The  Office  of  Justice  Programs  can  trace  its  roots  hack  to  the  1967  report  of  the 
President’s  Commission  on  Law  Enforcement  and  Administration  of  Justice.  The  report 
recommended,  among  other  things,  the  creation  of  a  federal  research  and  development 
program  to  address  the  nation’s  crime  problems.  It  was  hoped  that  this  federal  effort 
would  someday  achieve  a  success  similar  to  that  of  the  National  Institutes  of  Health. 

Research  has  made  strong  contributions  to  our  crime  and  criminal  justice 
policies.  According  to  a  RAND  Corporation  study,  "research  has  helped  shape  the  way 
criminal  justice  policymakers  and  practitioners  think  about  issues,  how  they  identify 
problems  that  need  attention,  which  alternatives  they  consider  for  dealing  with  their 
problems,  and  their  sense  of  what  can  be  accomplished." 

In  the  area  of  career  criminals,  research  has  been  extremely  significant  in 
unraveling  the  demographics  of  crime  and  their  effects  on  crime  rates  and  crime 
patterns.  Research  on  sentencing  alternatives,  those  that  punish  but  do  not  incarcerate, 
has  given  policymakers  Insights  into  the  impacts  such  programs  would  have  on  the  size 
and  composition  of  prison  populations,  in  addition  to  examining  the  public  safety  impact 
of  changes  in  parole  and  probation  policies.  Social  science  research  in  areas  of  juvenile 
justice  has  examined  issues  relating  to  the  root  causes  of  juvenile  delinquency  and  has 
also  addressed  recidivism,  prevention,  and  intervention.  Evaluation  studies  of 
controversial  programs  such  as  boot  camps  for  youth  offenders  or  alternative 
interventions  with  spouse  abuse  have  provided  invaluable  knowledge.  Federally- 
supported  research  has  examined  drugs,  gangs,  family  violence,  patterns  of  victimization, 
sentencing,  and  community  policing,  all  in  efforts  to  better  inform  criminal  justice 
practitioners  and  policymakers. 

National  Institute  of  Justice 

NIJ  has  developed  an  ambitious,  long-range  plan  to  shape  its  future  research 
agenda  around  six  goals  designed  to  advance  our  understanding  and  response  to 
violence  and  drug-re  ated  crime: 

♦  Reduce  violent  crimes  and  their  consequences. 

♦  Reduce  drug-and  alcohol-related  crime. 

♦  Reduce  the  consequence  of  crime  for  individuals,  households,  organizations,  and 
communities. 

♦  Develop  household,  school,  business,  workplace,  and  community  crime  prevention 
programs. 

♦  Improve  the  effectiveness  of  law  enforcement,  criminal  justice,  correctional,  and 
service  systems’  responses  to  offenses,  offending,  and  victimization. 

♦  Develop,  promote,  and  use  criminal  justice  research,  evaluation,  and  technology. 

These  goals  have  been  warmly  embraced  by  a  broad  range  of  researchers  and 
practitioners,  but  lack  the  funding  to  be  effective.  For  Fiscal  Year  1993  NIJ  was  only 
able  to  fund  12  percent  of  grant  applications,  a  success  rate  about  half  that  of  the 
National  Science  Foundation  and  the  National  Institutes  of  Health.  If  these  six  goals 
were  given  strong  fmancial  and  political  backing,  perhaps  they  could  take  on  the 
galvanizing  impact  that  the  formulation  of  the  six  education  goals  has  had  on  our 
nation’s  commitment  to  reforming  America’s  schools. 
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A  cornerstone  of  NIJ's  efforts  to  expand  the  base  of  knowledge  about  crime  and 
criminal  justice  issues  is  the  Program  on  Human  Development  in  Chicago 
Neighborhoods,  which  seeks  to  "advance  knowledge  of  the  individual,  familial,  and 
s(Kieta(  influences  that  contribute  to  the  development  of  criminal  behavior."  This 
ongoing  project,  jointly  funded  by  NIJ  and  the  John  D.  and  Catherine  T.  MacArthur 
Foundation,  focuses  on  such  issues  as  the  level  and  impact  of  fathers’  involvement  with 
preschool  children,  relationships  between  gender  and  crime,  development  of  attitudes 
towards  deviance  between  ages  11  and  18,  the  influences  of  health  on  aggression,  and 
use  of  social  services  among  adolescents  and  their  parents.  As  the  study  enters  a  key 
data  collection  phase,  NIJ  must  be  able  to  maintain  its  strong  commitment  to  this 
project. 

As  policymakers  at  the  local,  slate,  and  federal  levels  consider  community 
policing  and  b(X)t  camps  for  juvenile  offenders,  NIJ  aspires  to  assist  these  efforts 
through  research  and  evaluation  of  these  proposed  methods  of  fighting  crime. 

According  to  Hubert  Williams,  President  of  the  Police  Foundation  and  former  Director 
of  Police  in  Newark,  New  Jersey,  cities  and  police  departments  need  help  as  they  move 
toward  a  community-oriented  method  of  policing.  Williams,  who  has  praised  the  impact 
of  previous  federally  supported  studies  on  police  strategies,  has  spoken  of  the  need  for 
research  on  how  communities  can  most  effectively  use  the  1(X),()00  new  police  officers 
that  would  be  created  by  the  administration’s  crime  bill.  In  the  area  of  boot  camps, 
NlJ-sponsored  research  conducted  by  Doris  MacKenzie  of  the  University  of  Maryland 
has  shown  that  they  can  be  effective  if  designed  and  implemented  properly. 

Considerably  more  research  and  evaluation  must  accompany  implementation  of  this 
alternative  to  incarceration  to  ensure  its  success  as  a  successful  component  of  the 
nation's  anti-crime  efforts. 

NIJ  recognizes  the  imp^ance  of  maintaining  a  strong  infrastructure  within 
universities  and  criminal  justice  a^ncies  as  part  of  an  expanded  research  and 
development  effort.  Criminal  justice  is  the  fastest  growing  area  of  study  in  the  United 
States.  In  1965  there  were  two  or  three  university  programs  in  criminology  or  criminal 
justice;  today  there  are  18  doctoral  programs,  157  masters  programs,  and  between  600 
and  1,000  college  level  educational  programs,  spreading  throughout  every  stale  of  the 
union.  With  this  in  mind,  NIJ  seeks  to  undertake  a  broad  range  of  research  and 
technical  assistance  programs  with  universities  and  law  enforcement  agencies.  These 
include  visiting  fellowships  at  NIJ,  posl-docioral  opportunities,  NIJ-backed  partnerships 
between  universities  and  local  police  departments,  an  Historically  Black  Colleges  and 
Universities  Fellowship  Program,  and  a  young  scholars  research  opportunity.  Mr. 
Chairman,  I  urge  the  subcommittee  to  link  the  critical  need  to  fight  crime  with  this 
burgeoning  field  of  study  by  strongly  supporting  NIJ  fellowships. 

Bureau  of  Justice  Statistics 


The  Bureau  of  Justice  Statistics  is  the  statistical  arm  of  the  U.S.  Department  of 
Justice.  It  is  mandated  by  law  to  collect,  analyze,  publish,  and  disseminate  statistics  on 
crime,  victims  of  crime,  criminal  offenders,  and  operations  of  justice  system  agencies 
and  components  at  all  levels  of  government.  The  National  Crime  Survey  (NCS),  BJS’ 
largest  single  data  collection,  offers  insight  into  the  nature  of  crime,  its  conset|uence.s, 
the  relationship  between  victim  and  offender,  and  the  willingness  to  report  crimes  to 
the  police.  BJS  also  maintains  a  wide  array  of  statistical  programs  in  the  corrections 
area. 


For  Fiscal  Year  1995,  BJS  will  help  implement  the  Brady  Law  by  creating  a 
statistical  database  for  firearms  records,  in  addition  to  administering  a  grant  program 
for  the  improvement  of  state  efforts.  BJS  seeks  to  develop  a  statistical  program  for 
intentional  injuries,  working  with  emergency  room  personnel  to  better  measure  crimes 
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against  youth.  For  example,  the  FBI  does  not  include  rapes  against  victims  under  the 
age  of  12  in  its  reports.  Another  new  initiative  at  BJS  is  the  creation  of  an  index  of 
leading  indicators,  to  help  law  enforcement  officials  anticipate  and  respond  to  emerging 
trends  in  crime.  We  urge  the  Subcommittee  to  provide  the  resources  needed  for  BJS 
to  continue  to  help  formulate  effective  crime  strategies  at  the  federal,  state,  and  local 
levels. 

QfUce  of  Juvenile  Justice  and  Delinquency  Prevention 

The  Office  of  Juvenile  Justice  and  Delinquency  Prevention  primarily  focuses  on 
training  and  technical  assistance  programs,  but  docs  contain  a  research  component  that 
addresses  important  issues  worthy  of  the  Subcommittee’s  strong  support.  OJJDP- 
sponsored  research  examines  such  issues  as  the  detention  of  juvenile  offenders,  the 
juvenile  justice  system’s  response  to  juvenile  sex  offenders,  and  the  effects  of  delays  in 
juvenile  treatment  and  sanctions.  OJJDP  funds  a  National  Youth  Gang  Clearinghouse 
and  a  National  Juvenile  Court  Data  Ai^liive,  both  of  which  collect,  analyze,  and 
dis.seniinate  essential  information  to  both  researchers  and  practitioners.  While  we  urge 
the  Subcommittee  to  endorse  the  proposed  increase  for  OJJDP,  we  wish  that  the 
administration  had  requested  similar  increases  for  NIJ  and  BJS,  whose  budgets  were 
held  flat  in  the  FY  1995  proptisal. 

The  critical  issues  targeted  by  NU’s  unprecedented  long-range  plan  cannot  be 
adequately  addressed  with  NIJ’s  current  appropriation,  nor  can  the  mandates  of  BJS 
and  OJJDP  for  producing  and  disseminating  crime-related  information  be  realized 
under  current  funding  levels.  If  we  as  a  nation  are  to  be  true  to  our  p<ist-Cold  War 
commitment  to  devote  more  of  our  attention  to  the  needs  of  people  at  home  and  to 
rebuild  our  social  infrastructure,  we  must  devote  more  resources  to  a  strong  research 
and  development  program  in  the  Department  of  Justice  that. seeks  to  find  solutions  to 
the  crime  problem. 

Thank  you  for  the  opportunity  to  share  our  views. 

Consortium  of  Social  Science  Associations 
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Sponsors:  Consortium  of  Social  Science  Associations 

American  Society  of  Criminology 

After  brief  welcoming  remarks  hy  Howard  J.  Silver.  Executive  Director  of  the  Consortium  of 
Social  Science  Associations,  the  moderator  of  the  event,  Freda  Adler,  Distinguished  Professor  Criminal 
Justice  at  Rutgers  University  and  President-Elect  of  the  American  Society  Criminology,  gave  a  brief 
overview  of  the  role  of  crime  and  criminal  justice  research.  She  spoke  of  1994  as  ’an  auspicious 
moment’  in  American  history,  with  growing  levels  of  public  outrage  over  crime,  proposed  sweeping  anil- 
crime  legislation,  and  the  prominent  role  of  crime  in  President  Clinton’s  State  of  the  Union  address. 
Adler  said  "nobody  knows  for  sure"  whether  the  Senate  crime  hill  will  wi>rk,  adding  that  most  rtf  its 
provisions  arc  untested  by  the  scientific  community.  She  said  that  the  bill's  provisions  for  more  police, 
bool  camps,  and  sirkt  sentences  are  "very  expensive  strategies  and  need  to  be  evaluated."  in  setting  the 
tone  f<»r  the  seminar,  Adic'r  urged  a  "calm,  level-headed,  scientific  analysis"  of  these  issues. 

Jerome  H.  Skoinick,  Claire  Clements  Dean’s  Professor  Law  (Jurisprudence  and  Social  Policy)  at 
the  UniversUy  of  California,  Berkeley  and  President  of  the  American  Society  of  Criminology,  sought  to 
question  "Intuitive,  rcncxivc"  crime  ^xtntrol  strategics  and  highlight  the  differences  between  retribution 
and  crime  prevention.  He  noted  surveys  showing  that  violent  crime  peaks  at  age  17  and  is  half  as 
prevalent  at  24,  saying  that  from  ^4  prevention  perspective,  we  need  to  address  aime  by  those  in  the  high 
crime  cohort.  Skoinick  added  ’.hat  since  over  half  of  all  violent  offenders  arc  under  the  influence  of 
alcohol  and  drugs  at  the  time  of  their  arrest,  drug  treatment  needs  to  be  a  key  wmponent  of  our 
correctional  system.  He  cited  research  on  crime  patterns,  and  observed  that  violent,  random  crime  is 
what  drives  public  fear,  even  In  Jurlsdkllons  where  crime  rates  lend  to  be  low  or  declining.  "Fear  of 
crime  is  perceptual,"  Skoinkk  said. 

Skolnkk  saW  that  the  Senate  crime  bill  attempts  to  address  the  large  numbers  of  young,  violent 
offenders,  but  "stumbles  with  its  rlgWificd  sentencing  system.  By  Incarcerating  large  number  of  young 
offenders  without  parole  and  often  without  rehabilitation,  bought  into  the  most  expensive 
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lixpiiyersupportcd  middle  and  old  age  home  in  (he  history  of  the  world.”  he  declared.  Skolnick  used 
drug  dealing  as  an  example  of  the  IncrTcctlvcness  of  lough  sentencing,  saying  lhat  ihosc  engaged  in  drug 
selling  do  not  make  raiionbi  calculations  and  *livc  in  a  world  that  is  already  more  threatening  than  any 
prison  and  continudlly  threatens  street  imposed  death  penalties.” 

Skolnick  a)nc(udcd  hy  telling  the  gathering:  ”Wc  must  distinguish  between  the  urge  to  be 
retributive  and  the  strategies  and  laciks  of  crime  prevention.  The  criminal  law  is  a  blunt  and  largely 
ineffectual  instrument  of  public  protection.  It  deters  some,  it  docs  Incapacitate  others,  and  it  surely 
punishes.  But  if  we  orq  concerned  primarily  with  public  .safety  and  crime  prevention  we  need  a  larger 
strategic  vj.sion  and  tactics  that  have  been  researched  and  tested." 

Doris  MacKcn/.ic,  Research  Scholar  in  the  Department  of  Criminal  Justice  and  Criminology  at 
the  University  of  Maryland,  College  Park,  discussed  bool  camps  as  a  specific  example  of  crime  control 
mechanisms  under  consideration  by  policy-makers.  Outlining  her  research  on  the  topic,  MacKen^.lc  said 
"it  is  not  an  easy  question”  to  say  if  boot  camps  arc  cffcclivc  and  gave  an  overview  of  the  goals  and 
differences  of  programs.  The  two  main  goals,  she  said,  ate  to  make  changes  In  offenders  and  to  reduce 
prison  overcrowding.  The  programs  tend  to  target  young,  non-violent  offenders  and  run  from  between 
90  to  180  days  fn  facilities  ranging  from  36  to  1,500  beds.  Some  stales  have  separate  camps  for  women. 
The  core  components  of  bool  camps  arc:  a  military  atmosphere,  drill  and  ceremony,  physical  training, 
and  hard  labor.  Key  differences  are:  type  of  rehabilitation  programs,  level  of  decision  making  given  to 
offenders,  type  of  release  supervision,  voluntary  versus  involuntary  stay,  and  the  location  of  the  camps. 

According  to  MacKenue,  researchers  seek  answers  to  the  following  questions  when  studying  boot 
camps:  Do  they  deter  crime?;  Rehabilitate  offenders?;  Reduce  recidivism?  Reduce  prisi>n  crowding?; 
Change  young  offenders?  She  said  bool  camps  started  in  1983  in  Oklahoma  and  Georgia  and  have 
spread  rapidly  at  the  stale  and  local  level,  with  a  few  federal  facilities  as  well.  Her  own  research  on 
measuring  recidivism  shows  it  varies  with  the  how  one  defines  recidivism,  type  of  offenders  In  the  camps, 
drop-out  rates,  length  of  program,  and  levels  of  rehabilitation.  MacKenzie  said  that  the  biggest  innucncc 
on  reducing  prison  overcrowding  is  whether  those  in  boot  camps  would  have  been  sent  to  prison  if  the 
camps  had  not  existed.  This  varies  greatly  from  state  to  stale,  she  said. 

In  her  conclusion,  MacKenzie  said  that  bool  camps  arc  still  experimental,  some  positive  things 
do  occur  in  some  programs,  careful  designs  can  reduce  prison  overcrowding  if  they  arc  pan  of  an  early 
release  mechanism,  and  that  the  programs  currently  in  effect  have  a  "questionable  impact’  on  recidivism 
and  other  activities  after  release.  Saying,  "I  wouldn’t  throw  them  out,”  MacKcnz.ie  said  lhat  the  issue 
needs  further  evaluation  wJth  an  emphasis  on  looking  at  the  specifics  of  different  programs. 

Hubert  Williams,  Prcjiden.'  of  the  Police  Foundation  and  former  Director  of  Police  in  Newark, 
New  Jersey,  addressed  the  gathering  on  the  importance  of  research  in  policing  from  a  practitioner’s 
perspective.  He  noted  that  the  education  levels  of  police  have  rapidly  increased,  and  that  the  police  . 
community  has  begun  to  take  a  positive  view  of  and  implement  the  findings  of  research.  Williams  urged 
a  major  evaluation  of  crime  in  America  and  the  effectiveness  of  our  efforts  to  fight  it,  saying  ’we  need  to 
know  what  works  and  what  doesn’t." 

He  noted  the  effect  of  an  early  study  showing  that  motorized  police  patrols  did  not  work 
because  the  officers  were  viewed  as  uk)  distant  and  were  not  noticed  by  the  public.  Following  up  on 
this  study,  Williams  said,  the  National  Institute  of  Justice  undertook  a  study  in  Newark  showing  lhat  f(H>t 
patrols  did  not  affect  crime  rales,  but  made  people  feel  safer.  This  study,  he  commented,  led  police 
leaders  to  observe  lhat  maybe  police  have  an  impact  that  is  not  related  to  stopping  or  preventing  crime. 
According  to  Williams,  police  officials  learned  from  researchers  that  citizens  feel  safer  when  police  arc 
engaged  In  a  type  of  policing  lhat  is  Inlcracltvc,  positive,  and  non-threatening.  He  said  it  reduces  fear 
and  enhances  the  public’s  perception  of  police. 

Williams  called  up  on  researchers  to  help  future  policing  strategies  by  studying  and  evaluating 
community  oriented  policing.  He  urged  a  study  of  ways  to  eliminate  'hicrarchal,  quasi-military"  models 
of  police  structure  and  to  empower  police  with  the  resources  needed  to  interact  with  the  community. 
Lamenting  that  this  vision  goes  against  long  traditions  in  police  work,  Williams  spoke  of  the  need  to 
"tailor  police  strategies  to  diverse  populations  -  old  strategics  won’t  work  anymore."  Specifically 
addressing  the  Senate  crime  bill,  Williams  urged  research  on  how  to  most  effectively  use  the  100,000  new 
police  ofTicers  called  for  in  the  crime  bill. 

Adler  offered  brief  atncluding  and  synthesizing  remarks,  comnicnling  that  the  Senate  crime  hill 
is  based  on  the  assumption  that  "tough  is  smart"  and  that  this  has  not  been  validated  by  research.  She 
lamented  that  the  bill  d(X»  not  rely  on  science,  and  urged  the  House  to  add  research  and  evaluation 
mandates  to  the  bill.  Adler  concluded  that  the  criminological  community  stands  ready  to  help  policy¬ 
makers  in  their  anti-crime  efTorls. 
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A  lively  question  and  answer  period  followed,  wlih  discussion  on  evaluation  research,  tun 
control,  and  sentencing  paUerns. 


Kor  more  information:  Michael  Buckley 

Assistant  Director  for  Public  Affairs 
Consortium  of  Social  Science  Associations 
1522  K  Street.  N.W.,  Suite  836 
Washington,  D.C  20005 
<202)  M2-3525  ph. 

(202)  842-2788  Dc. 


STATEMENT  OF  DAN  STEIN,  EXECUTIVE  DIRECTOR,  FEDERATION  FOR 
AMERICAN  IMMIGRATION  REFORM 

Mr.  Chairnian.  rrmtvben  of  tho  subcommlttM.  thank  you  for  tha  opportunity  (o  appear  on 
bohalf  of  tha  Federation  for  American  fmmtgratfon  Raforni.  My  name  is  Dan  Stain  and  I  am 
Exacutiva  Dkeetor  of  PAIR.  FAIR  is  a  national  non-profit  membWship  organization,  vvorking  to 
and  illegal  immigration,  and  to  reduce  legal  immigration  to  a  level  consistent  with  tong-term 
national  population  stabilization  and  the  national  need. 

Over  the  past  sevafsl  yean,  a  number  of  laws  have  been  passed  by  Congress  which 
require  mors  and  more  of  INS.  The  Immigration  Act  of  1990  added  many  unantidpa^  bunJena 
to  the  INS.  It  resuitad  In  Increasing  legal  Immigrafion  by  40  percent,  the  equivaient  to  aeverel 
hundreds  of  thousands  each  year.  Moat  of  the  new  im^rant  afiocatlona  require  the  filing  of 
petHiona  and  other  appficationa  with  the  INS.  adding  to  atreadyniiountainous  backlogs  wKh  no 
oonsiatant  in  personnel  or  other  resources. 

Along  with  tha  increase  in  immlgfant  numbers,  the  1990  lew  directed  INS  to  increase  its 
enforcement  ar>d  deportation  procetaea  aspedafiy  against  criminal  aRena.  (Criminal  allena  maka 
up  25%  of  the  federal  prison  population.)  WhOe  removal  of  crlmlnat  aDens  from  our  society, 
espedalty  those  who  are  particulafly  violent  and  vldoua,  Is  commendable  and  necessary,  INS 
cannot  accomplish  this  essentlat  and  dlfficuft  task  without  expansion  of  resources.  Although  the 
1090  Act  authorized  Increases  in  personnel  and  resources,  there  was  no  companion 
appropriating  legislation.  Wa  anticipate  that  this  dichotomy  win  again  occur  this  Congress. 
Although  legislation  has  bean  passed  to  increase  the  Border  Patrol,  the  money  to  fond  such 
increases  must  also  be  appropriated. 

INS  Mission 

The  primary  purpose  for  the  immigration  and  Naturalization  Service  to  exist  is  to  enforce 
the  immigration  end  naturalization  laws  of  the  United  States.  INS  has  in  fad  but  one  fonction  - 
•  to  ensure  that  the  people  who  enter  our  country  are  legally  entitied  to  do  so,  and  to  insure  that 
those  not  legafiy  entitled  to  enter  are  baned. 

The  ever-growing  workload  at  INS  and  poor  planning 

For  years  the  INS  has  faced  an  ever-growing  and  overwhelming  workload.  This  Is  partly 
because  Congreaa  persistently  ur^irvstimates  the  effects  of  changes  in  immigration  rules. 

In  the  early  1950'a.  then-Attomey  General  Robert  Kennedy  promised  Congress  that  the 
IrrwnlgrMkRyUnendmtr^  of  1 965  wouM  not  Increase  immigration  significantly,  which  at  that  time 
was  250?m  people  annually.  He  was  compietely  wrong.  The  law  has  produced  steadily 
IncraasIrvB  Imrnigration  wel  over  that  number.  In  fret.  In  almost  every  case,  the  numbers 
predictad  by  a  bVa  sponsors  prove  to  be  underestima  ed.  Passage  of  both  the  1965  and  1990 
acts  hava  rasulted  in  approximately  one  mifiion  new  Immigrants  settling  In  the  country  every  year. 

Uttie  of  what  is  happeninj  to  the  INS  has  happened  by  aeddent  This  country’s  failurs 
to  develop  a  sensibla  immigration  polky  and  the  propensity  of  the  Congress  to  make  law  on 
Immigration  without  regard  to  the  ultimate  consequences  are  the  main  contributors.  The 
piecemeal  approach  takan  by  Congreaa  has  produced  mixed  messages  and  conflicting  signals 
that  have  weakened  the  enforcement  stmeture  and  produced  incompatible  priorities.  Burgeoning 
raaponslb«tiaa  and  inadequate  resources  hat  left  the  INS  incapable  of  enforcing  our  imn^ration 
lawi  and  tha  system  is  rampant  with  fraud.  Although  there  have  bean  Incraaaasof  raaoureaa 
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to  INS«  those  Increases  barely  have  covered  the  costs  of  Inflation  let  alone  the 
burgeoning  workloads  and  caseloads. 

INS:  The  stepchild  In  automation 

Computerization  is  a  modem  tool  that  could  make  INS  more  productive  and  effective; 
and,  while  computers  are  now  in  use  at  INS,  they  are  not  used  effldently  or  effectively.  Several 
nonHntegrated  computer  systems  exist  wherein  specialized  nanow'task  systems  only  serve  one 
or  two  operational  segments  without  communicating  with  systems  that  serve  other  segments. 
An  alien  can  be  in  one  system  as  scheduled  for  imminent  deportaun  while  another  system 
carries  the  same  alien  as  an  adjustment  to  permanent  Immigrant  status. 

Audits  often  suggest  that  some  (NS  information  and  flnandal  systems  are  antiquated, 
unreliable  or  nonexistent  For  instance,  we  are  partioriarly  interested  in  the  application  of  the 
employer  sanctions  provisions  of  IRCA.  According  to  the  September  1990  GAO  report 
Information  Management  INS  Lacks  Ready  Access  to  Essentia)  Data.  "...  in  investigating 
employers,  INS  cannot  easily  get  information  on  the  type  of  business,  its  size,  number,  and  type 
of  violations  by  industry,  and  the  fines  assessed  and  collected.  Because  this  information  Is 
manually  coiiected  and  not  readily  accessible,  program  offidals  said  that  they  could  riot 
effectively  adjust  or  target  the  field's  effort  to  enforce  compliance  or  educate  employers  about 
the  act’s  requirements." 

This  type  of  infonnation  can  easily  be  collected  and  entered  into  automated  systems.  The 
same  basic  input  systems  could  be  used  for  tracking  criminal  aliens,  deported  aliens,  alien 
benefit  applications,  fine  and  bond  breach  collections,  general  financial  management  and  other 
matters.  And,  It  would  not  take  a  highly  sophisticated  computer  setup  to  both  integrate  and 
distribute  data  throughout  the  agency. 

According  to  the  1990  GAO  report,  INS  ".  ..  maintains  automated  records  on  over  23 
million  aliens  plus  30  million  norv4mmigrant  students  and  visKors.  .  .  "  along  with  *.  .  . 
management  and  programs  data  [which]  are  kept  in  over  120  information  systems  ranging  from 
.  targe,  complex,  centrally  develops  systems  to  small  computer  applications  used  in  field  offices. 
In  addition,  there  are  many  individually  developed  manual  information  systems."  Despite  this 
repository  of  data  the  report  states  that  INS  has  virtually  no  accurate  data  available  to  it  in  any 
category. 

For  example,  the  INS  has  Httle  ability  to  track  nonHmmigrant  entry  and  departure  data 
effectively.  Yet  with  a  Httle  reorganization  and  use  of  modem  technology,  this  could  be  simply 
accomplished  at  time  of  entry.  Now,  airport  Inspectors  on  the  spot  punch  Into  a  computer 
system  a  name  and  identifying  characteristics  of  entering  persons  as  part  of  the  inspection 
process.  (This  is  done  to  check  for  known  Sxdudabie  aSens  and  persons  ’Vranted"  by  various 
law  enforcement  agendcs  In  the  INS  NAiLS  and  Customs  TECS  "lookouT  systems.)  After  the 
"look-out"  system  is  queried,  the  infonnation  is  dropped  from  the  computer  system  and  wasted. 
By  obtaining  data  from  airline  booking  and  ticketing  computers  (something  already  being  done) 
and  feeding  it  into  INS  computers  (not  being  done),  the  INS  couid  produce  machine-issued  and 
machine  readable  travel  documents  for  every  visitor.  Most  beneficial  would  be  the  fact  that  this 
computerized  record  would  exit  from  the  ve7  moment  a  visitor  enters  the  U.S.  if  a  reason  to 
count  or  track  certain  nonimmigrants,  (as  has  happened  in  the  past  with  Iranian  and  Libyan 
students),  then  that  information  would  be  immediately  accessible. 

In  the  case  of  alien  admissions,  the  information  keyed  in  could  be  used  to  produce  a 
transaction  record  of  every  person  inspected  and  at  the  same  time  produce  a  secure  admission 
Imprint  on  the  1-94  form  by  electronicaliy  recording  identity  of  aliens  along  with  types  and  lengths 
of  admission.  The  data  collection  and  recording  could  an  be  done  in  one  process  at  the  time  of 
inspection.  This  would  replace  today’s  system  In  which  1-94  forms  are  collected  ffcm  non¬ 
immigrants  and  sent  in  batches  to  a  contractor  to  be  keyed  into  a  computer  system  at  some 
distant  location. 

Asylum  Abuse 

The  abuse  of  U.S.  asylum  laws  has  reached  epkfemic  proportions.  Asylum  claims  are 
being  used  as  an  effective  method  of  avoiding  the  long  wart  for  legal  imniigration,  evading 
employer  sanctions  requirements,  and  escaping  deportation.  Although,  the  World  Trade  Center 
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bombfng  and  the  CIA  shooting  momorias  are  fa<ting,  Congress  should  not  let  Us  interest  In  this 
potentially  murderous  scam  war>e. 

No  one  can  argue  against  the  concept  of  providing  refuge  and  protection  to  those  who 
truly  face  persecution  for  their  political  or  reiglous  betiefs.  But  as  in  the  case  of  marriage  fraud, 
asylum  has  become  an  avenue  for  malfeasance.  Alens  who  can  find  no  other  way  to  enter  the 
U.S.  are  now  nraking  patently  fraudulent  claims  of  asylum  in  such  astounding  numbers,  the 
volumes  ot  erwhelming  the  resources  of  the  INS  and  immigration  courts.  In  1993.  more  that 
150,000  aliens  requested  asylum  In  the  U.S.  INS.  even  with  a  special  asylum  unit  was  able  to 
process  only  approximately  42,000  cases.  Of  those  processed,  half  did  not  show  up  for  their 
Interviews,  only  11%  were  approved  and  39%  were  denied. 

Congress  must  overhaul  U.S.  asylum  laws  Immediately  in  order  to  provide,  amorrg  other 
thfnga:  summery  exclusion  of  patently  fraudulent  daims  and  more  etreamlined  hearing 
proceedings. 

Why  does  the  border  leak  ao7 

The  Border  Patrol,  the  uniformed  enforcement  arm  of  the  INS.  has  the  responslbtiity  of 
enforcing  the  Immigration  laws  along  almost  6,000  mies  of  land  border,  much  of  the  Gulf  Coast 
and  the  sea  coasts  of  southern  Florida  and  Puerto  Rloo.  Much  of  the  tenitory  It  must  cover  is 
remote,  rugged  end  unfriendly.  Some  areas  of  responsibaKy  are  densely  populsted.  presenting 
their  own  dangers  and  challenges.  This  would  be  a  daunting  task  for  several  mStary  divisions, 
yet  it  Is  performed  by  a  contingent  of  officers  tmalef  than  the  police  force  which  patrols  the  New 
York  subway  system. 

The  only  way  such  a  smal  force  can  possibly  hope  to  foffil  Ks  assignment  is  in 
maintaining  a  full  complement  of  personnel,  state  of  the  art  equipment  and  complete  mobility. 
Yet  the  Border  Patrol  and  other  INS  (aw  enforcement  fonctions  chronically  suffer  from  shortages 
of  personnel,  technical  equipment  and  serviceable  vehicles.  The  shortages  arise  from  both 
admirristrative  mw  isgement  and  congressior>al  inattention.  AM  loo  often  fonds  appropriated  for 
the  Border  Patrol  are  viewed  by  INS  managenwnt  as  a  tempting  resource  from  which  fonds  can 
be  reprogrammed  for  noivenforcement  activities.  Congress,  on  the  other  hand,  perennially 
authorizes  sensible  increases  In  personnel  for  the  Border  Patrol  but  never  fonds  them.  Add  to 
K  the  policy  of  removing  apprehended  aliens  only  to  the  border,  and  the  net  result  Is  a  border 
that  is  totally  out  of  control.  Anyone  who  is  persistent  and  patient  enough  can  eventually 
successfully  cross  it  illegally. 

ARowing  this  situation  to  persist  amounts  to  an  unconditional  surrender  of  our  national 
sovereignty.  We  must  secure  our  borders,  and  it  can  only  be  done  by  providing  the  Border 
Patrol  and  other  enforcement  fonctions  with  adequate  personnel  and  resources. 

Detention  and  Deportation 

In  recent  years,  three  patterns  have  smergsd  relating  to  detention  and  deportation  of 
aliens;  1)  detention  space  and  resources  have  fallen  for  behind  demand;  2)  aliens  recervmg  final 
deportation  orders  have  been  on  the  rise;  3)  the  number  of  aliens  actually  dsported  has  declined. 
These  three  trends  are  alt  symptoms  of  a  system  that  Is  overloaded. 

Because  of  a  lack  of  detention  space,  the  INS  Is  forced  to  release  thousands  of 
apprehended  and  excludable  aliens  every  year.  These  indude  the  thousands  that  are  arriving 
without  papers  at  U.S.  airpofts,  as  wei  at  the  apprehended  eiiena  who  have  been  judged 
deportable.  These  excludable  or  deportable  atiens  must  be  released  if  there  Is  no  detention 
space  ~  often  with  INS-lssued  work  authorization  documents  -  and  most  disappear  into  society, 
never  to  be  heard  from  again. 

Both  detention  and  deportation  of  those  persons  who  are  not  legally  sBgible  to  enter  the 
U.S.  are  essential  to  effective  immigration  enfomrrrent 

FAIR’S  Recommendations 

As  this  committee  well  knows,  the  INS  can  orrly  obtain  fonding  from  this  Congressional 
committee.  Unfortunately,  the  Congress,  as  a  whole,  over  the  past  few  years  has  had  no 
hesitation  in  increasing  the  INS  burden  not  orriy  in  respect  to  responsibilities  but  also  in  the 
numbers  of  people  the  service  is  expected  to  process  e^  year.  However.  Congress  has  not 


incmased  tha  aganc/s  ratourcas  to  a  comparable  level.  Therefore,  R  le  no  wonder  that  our 
Immigration  process  Is  out-of-control:  unprecedented  numbers  of  Slegal  immigrsnts, 
overwhelming  numbers  of  legal  immigrants,  a  growing  backlog,  and  extensive  abuse  of  our 
asylum  system  and  employer  sanctions  provisions. 

Congress  and  the  Executive  Branch  have  promised  the  American  people  to  start  taking 
border  enforcement  seriously.  President  CInton  asked  that  Congress  authorize  an  additional 
1,000  agents  for  the  borders.  Just  last  week,  the  House  of  Representatives  added  the  Hunter 
amendment  to  the  Crime  brU  increasing  the  number  of  Border  Patrol  up  to  10,000  agents  over 
the  next  few  years.  However,  before  these  agents  can  become  a  reality,  the  money  to  pay.  train 
and  equip  them  m^*st  be  appropriated  by  this  committee.  Unfortunately,  the  budget  submitted 
by  the  INS  contains  a  decrease  in  expenditures  for  the  Border  Patrol.  In  fact  In  both  the  1966, 
and  1990  acts.  Congress  authorized  increasing  the  number  of  border  agents  to  6,600.  The 
money  has  never  been  appropriated. 

The  basic  underlying  principle  b  this  -  no  matter  how  well-managed,  or  how  well  operated 
the  INS  b,  or  what  new  measures  are  authorized  by  the  Congress,  without  the  necessary 
appropriations  backing  the  changes,  the  INS  b  not  going  to  be  at>le  to  be  more  effective  or 
effidenL  Our  immigration  laws  wilt  be  flagrantly  violated  and  our  immigration  system  will 
continue  to  spin  into  utter  chaos. 

What  are  adequate  resources? 

Although  INS  Is  requesting  more  funding  for  FY  1995,  for  its  enforcement  division,  than 
It  was  appropriated  In  Fiscal  Year  1994,  this  funding  b  not  adequate  to  maintain  current 
activities.  Under  INS'  current  budget  request,  the  agency  will  still  lose  7  inspection  officers,  3 
detention  officers  and  1 1  Border  Patrol  agents.  In  addition,  the  training  funds  for  Border  Patrol 
agents,  already  Inadequate,  would  be  further  reduced  by  $67,000. 

If  past  appropriation  decisions  are  any  indication  of  what  INS  will  uitimateiy  receive,  we 
can  assume  that  it  will  onrs  again  receive  inadequate  funding.  For  example,  in  1994.  INS 
received  an  enforcement  budget  $31  million  less  than  the  agency  requested.  This  resulted  in 
a  loss  of  163  Inspectors.  37  investigators,  and  47  deportation  officers. 

To  fulfiil  Congress'  promise  of  an  additional  1000  Border  Patrol  agents,  this  committee 
must  add  approximatety  $800  miinon  to  the  INS  budget  The  President  has  also  promised  the 
American  people  a  doubling  of  the  asylum  officer  corps,  an  increase  in  immigration  judges, 
money  to  fingerprint  illegal  aliens,  and  an  expansion  of  the  El  Paso  Blockade.  In  ait  honesty, 
INS'  budget  must  be  almost  doubled  to  fulfill  promises  to  effectively  control  our  borders. 

An  increase  in  the  INS  budget  of  S1.1.  billion  is  required  to  double  our  border 
enforcement  capability.  According  to  INS  estimates,  two  people  escape  for  every  one  person 
apprehended  tr^ng  to  illegally  cross  the  border.  Doubling  our  number  of  Border  Patrol  agents 
b  the  most  cost  effective  method  for  enforcing  our  nation's  borders.  Prevention  of  entry  is 
cheaper  than  interior  enforcement  measures. 

There  Is  an  untapped  source  of  funding:  new  border  crossing  fees,  which  FAIR  has 
advocated  for  five  years,  could  add  hundreds  of  millions  of  dollars  to  INS  enforcement. 
Investigation  and  detention  efforts. 

Most  of  the  money  for  increasing  INS’s  border  capabilities  could  be  generated  through 
a  small  border  crossing  fee.  As  FAIR  testified  before  the  Subcommittee  on  information.  Justice, 
Transportation,  and  Agriculture  of  the  House  Committee  on  Government  Operations  bst  August, 
an  average  $2  fee  per  crosser,  based  on  the  400  million  land  border  crossings  in  1991,  would 
generate  about  $600  million  per  year.  In  the  first  year  alone,  the  infrastructure  for  the  fee  system 
would  bq  paid  for  as  well  as  the  additional  promised  1000  Border  Patrol  agents.  Since  there  has 
been  a  continuing  trend  over  the  bst  several  decades  of  increasing  entries,  even  greater 
revenues  can  be  anticipated.  In  fact  in  1992,  over  500  million  land  border  crossings  occurred. 
Clearly,  such  revenues  would  provide  funds  that  cannot  be  provided  by  general  tax  revenues  in 
today’s  fiscal  climate. 

Without  the  adequate  resources  the  recent  promises  made  by  the  Congress  and  the 
President  to  the  American  people  ring  hollow. 
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tNS*  resoum  tweeds  can  mom  effectively  be  lowered  through  comprehensive  mform 
tegisletfon  which  hes  been  Introduced  during  this  Con^ss.  The  first  step  b  Implementing  • 
moratorium  on  immigration.  H.R.  3362.  The  Immigration  Moratorium  Ad  would  provide  the  U.S. 
with  a  temporary  time-out  on  immigration.  During  the  moratorium  we  could  Implement 
immigration  policies  that  would  bring  our  immigration  down  to  more  manageable  levels. 

..The  second  step  is  H.R.  3320,  the  Immigration  Stabilization  Act  This  comprehenstva 
reform  legislation  would  extensively  revise,  streamRne  and  strengthen  the  enfbrceihent  provisions 
of  the  asylum  process,  employer  sanctiona,  deportation  of  criminal  aliens,  border  security  and 
would  cap  legal  immigration  at  no  more  than  350,000  per  year. 

However,  until  a  moratorium  and  comprehensive  reform  legislation  has  been  passed,  INS 
mutt  receive  adequate  resources.  I  urge  this  convnittee  to  provide  the  adequate  appropriations 
that  INS  requires  to  carry  out  its  mission  -  enforcement  of  our  {mmigratlon  laws. 


LETTER  FROM  JACK  O'MALLEY,  STATE’S  ATTORNEY,  COOK  COUNTY, 

CHICAGO,  IL 

May  12,  1994 


Subcommittee  on  Commerce,  Justice,  and  Slate, 
the  Judiciary,  and  Related  Agencies 
Appropriations  Committee 
United  States  Senate 
S-146A  Capitol  Building 
Washington,  DC  20510 

Dear  Senators: 

1  urge  you  to  restore  the  Edward  Byrne  Memorial  State  and  Local  Law  Enforcement 
Assistance  Formula  Grant  Program  to  at  least  its  FY  1994  level  in  the  FY  1995  appropriations. 
State  and  local  law  enforcement  agencies  throughout  the  United  States  stand  to  lose  up  to  $358 
million  in  annual  grant  funding  for  cutting-edge  law  enforcement  and  crime  prevention  programs 
if  the  Byrne  grants  are  cut.  Unfortunately,  community  policing  is  not  an  adequate  substitute  for 
these  Byrne  grant  programs.  As  the  head  of  the  second  largest  prosecutor’s  office  in  the  nation, 
president  of  the  Illinois  State’s  Attorneys  Association,  and  a  board  member  of  the  National 
District  Attorneys  Association,  1  know  first-hand  that  innovative  Byrne  grant  programs  are  some 
of  the  strongest  and  most  efficient  weapons  in  a  prosecutor’s  arsenal  for  combatting  crime. 

Cutting  the  Byrne  grants  is  misguided  and  will  have  disastrous  effects  on  some  of  the 
most  innovative  crime  fighting  programs  throughout  the  United  States.  Through  the  use  of 
Byrne  grants,  stale  and  local  law  enforcement  officials  have  established  multi-jurisdictional  task 
forces  to  combat  drug:,  funded  attorneys  to  prosecute  crime,  developed  community  based 
treatment  for  drug-addicied  prisoners,  and  initialed  anti-violence  programs. 

The  reduction  of  the  Byrne  grants  will  end  or  radically  curtail  these  highly  successful  and 
nationally  recognized  programs  across  the  country.  For  example,  a  Byrne  grant  program  run 
by  my  office  in  Cook  County,  Illinois,  is  the  Multi-Jurisdictional  Task  Force,  which  combines 
prosecutors,  police,  and  sufficient  resources  to  proactively  target  upper  level  drug  kingpins.  In 
the  past  year  the  Task  Force  has  investigated,  arrested,  and  prosecuted  264  defendants,  seized 
$358,626.35.  and  crushed  the  gang  hierarchies  and  their  drug  sales  in  numerous  Chicago 
neighborhoods. 

Multi-jurisdictional  programs  are  more  effective  than  community  policing  in  targeting 
narcotics  operations.  History  has  shown  that  removai  of  street  dealers  has  no  long  term  effect 
on  drug  distribution.  However,  removal  of  upper  echelon  kingpins  through  multi-jurisdicllonal 
task  forces  has  a  devastating  and  permanent  effect  on  narcotics  distribution  networks. 
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Another  successful  Byrne  grant  program  administered  by  my  office  is  the  Narcotics 
Nuisance  Abatement  Unit  (NNAU).  This  program  has  facilitated  the  closing  of  over  700  Cook 
County  drug  houses  in  the  past  two  years  and  has  been  recognized  as  a  model  program  for 
community  based  and-drug  efforts  by  the  President’s  Commission  on  Model  Stale  Drug  Laws 
and  the  American  Prosecutor’s  Research  Institute.  In  addition,  an  independent  study  by  Loyola 
University  of  Chicago  concluded  that  'NNAU  is  a  bargain  compared  to  more  traditional  methods 
of  neighborhood  drug  enforcement  involving  police  surveillance,  undercover  drug  buys,  arrests, 
and  prosecution."  Byrne  grants  arc  essential  as  we  attempt  to  stop  drugs  and  violence  in  our 
communities  through  cost-effective  programs  and  prosecution. 

On  a  national  level,  the  Clinton  Administration’s  decision  to  favor  community  policing 
at  the  expense  of  the  Byrne  grant  program  is  unwise  and  dangerous.  A  single  federal  strategy 
of  hiring  more  police  officers  ignores  the  unique  needs  of  local  communities.  Stale  and  local 
agencies  possess  years  of  experience  in  tailoring  programs  to  meet  the  special  needs  of  their 
areas,  and  they  need  Byrne  grants  to  develop  and  continue  the  most  promising  law  enforcement 
programs  available. 

The  Administration’s  proposal  to  add  50,000  police  officers  while  simultaneously 
withdrawing  resources  from  other  parts  of  the  criminal  justice  system  through  elimination  of  the 
Byrne  grant  program  is  also  short-sighted  and  costly.  Front-loading  the  justice  system  with 
police  on  con-.-nunity  patrol  will  result  in  more  arrests,  but  not  provide  additional  resources  for 
the  remainder  of  the  already  overburdened  criminal  justice  system.  The  Illinois  Criminal  Justice 
Information  Authority  calculates  that  1 ,000  additional  community  police  officers  in  Illinois  would 
arrest  more  than  3,700  felons  annually.  These  felons  would  cost  the  remainder  of  the  system 
an  additional  $36  million  each  year  in  prosecution,  imprisonment,  and  probation.  Provision  of 
community  police  officers  without  support  for  prosecution  and  punishment  is  tantamount  to  an 
unfunded  federal  mandate. 

Clearly,  this  is  no  time  to  withdraw  critical  assistance  from  state  and  local  agencies. 
Rather,  it  is  lime  to  build  on  successful  and  innovative  programs.  The  public  has  placed  crime 
at  the  top  of  the  agenda,  and  Byrne  grant  programs  provide  many  of  the  newest,  most  effective, 
and  most  efficient  approaches  to  crime  control. 


STATEMENT  OF  ALEX  HATALA,  CEO,  OUR  LADY  OF  LOURDES  MEDICAL 

CENTER 

Thank  you,  Mr.  Chairman,  for  the  opportunity  to  submit  testimony  on  behalf  of  Our 
Lady  of  Lourdes  Medical  Center. 

Our  Lady  of  Lourdes  Medical  Center  is  a  375-bed  hospital  in  Camden,  New  Jersey 
that  provides  both  primary  and  tertiary  care  services  to  the  residents  of  Camden  County  and 
the  surrounding  region.  With  1,800  employees,  Our  Lady  of  Lourdes  ts  the  fourth  largest 
private  sector  employer  in  Camden  County.  Close  to  90%  of  the  Medical  Center’s  patients 
come  from  Camden  County  and  the  two  surrounding  counties  of  Burlington  and  Gloucester. 
Lourdes,  with  a  history  of  service  and  commitment  to  addressing  the  critical  needs  in  the 
Camden  area.  Is  a.nadonal  health  care  leader  in  community  benefits  programs  and 
community  development  activities. 
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The  Franciscan  Sisten  of  All^any,  New  York  opened  the  doors  to  Our  Lady  of 
Lourdes  Hospital  in  Camden,  New  Jersey  on  July  1,  1950.  Since  the  1950*s,  Lourdes  has 
had  a  strong  tradition  of  providing  excellent  primary  and  secondary  care  to  people  in  the  City 
of  Camden  and  the  surrounding  communities.  In  0\t  1960’s,  Lourdes  found  its  mission 
being  challenged  by  the  severe  erosion  of  the  economic  base  in  the  City  of  Camden.  The 
Franciscan  Sisters  could  have  left  Camden,  but  instead  they  reaffirmed  their  commitment  to 
the  community  by  undertaking  major  renovation  and  expansion  programs  at  the  existing 
Camden  facility,  beginning  in  the  1970s.  In  order  to  remain  financially  viable,  the  hospital 
further  developed  tertiary  care  services,  particularly  cardiac  care.  Thus,  the  hospital  evolved 
into  what  it  is  today  a  dominant  provider  of  primary  care  for  residents  of  Camden  as  a 
well  as  a  premier  provider  of  specially  care  for  all  the  residents  of  southern  New  Jersey. 

In  sharp  contrast  to  the  prosperous  Camden,  New  Jersey  of  50  years  ago,  Camden 
today  is  a  city  stricken  by  economic  deprivation,  massive  unemployment,  high  incidence  of 
drug  and  alcohol  addiction,  infant  mortality,  violent  crime  and  multiple  health  deficiencies. 
The  city’s  problems  are  not  simply  medical,  economic  and  social  in  nature,  but  are  multi* 
dimensional.  In  Camden,  daily  life  is  a  test  of  basic  survival  where  residents  have  limited 
resources  to  cope  with  such  hardship.  The  gravity  of  Camden's  problems  have  been  well 
documented  in  a  number  of  national  studies.  Camden  has  been  identified  as  the  most 
economically  depressed  city  of  its  size  on  the  East  Coast  and  the  fifth  most  depressed  in  the 
nation. 


Camden  is  the  seventh  largest  city  in  New  Jersey  and  the  largest  in  Camden  County. 
The  City  of  Camden’s  current  population  is  87,492.  Camden  is  56.4%  African-American, 
31.1%  Hispanic,  18.9%  Caucasian,  and  1.3%  Asian.  Camden  has  the  lowest  per  capita 
income  of  any  New  Jersey  municipality.  Us  median  income  is  $800  below  the  federal 
poverty  definition  of  $8,076.  Almost  two-thirds  of  Camden’s  population  is  receiving  some 
form  of  financial  assistance  and  nearly  one-half  of  all  families  are  headed  by  females. 
Virtually  40  percent  of  Camden  households  have  no  employed  family  meml^rs.  At  22 
percent,  Camden’s  unemployment  rate  is  more  than  twice  the  Slate  rate. 

Camden  is  like  other  northeastern  American  cities  which  have  suffered  from  the 
economic  collapse  of  industries  and  businesses  in  the  past  30  years.  Camden  is,  however, 
unique  in  that  nearly  half  of  its  population  is  under  the  age  of  25.  This  reality  is  attributed 
primarily  to  the  City’s  extremely  high  birthrate.  In  fact,  61  percent  of  Camden’s  children 
live  below  the  poverty  line.  Infant  mortality  is  often  regarded  as  the  single  most  telling 
indicator  of  an  area's  quality  of  life.  If  this  is  so,  then  Camden  is  certainly  a  city  in  crisis. 
Teenage  pregnancies,  limited  prenatal  care,  premature  births,  poverty  and  drug  use  all 
contribute  to  Camden's  high  infant  mortality  rate,  which  at  19,8  percent  is  more  than  double 
the  Stale  rate  of  8.7.  Of  those  babies  that  live,  one  in  every  four  is  bom  drug  addicted  or 
drug  exposed. 

Camden's  educational  statistics  also  reflect  the  deprivation  and  turbulence  in  which  so 
many  of  Camden’s  children  live.  Nearly  69  percent  of  Camden  teens  drop  out  of  high 
school.  With  little  hope  of  improving  their  lives,  many  turn  to  drug  dealing  and  prostitution 
to  earn  a  living.  Drug  and  alcohol  abuse  among  Camden  teenagers  is  estimated  at  42 
percent.  Ninety  percent  of  all  drug  arrests  In  Camden  City  are  made  in  school  zones. 

As  would  be  expected  in  a  city  plagued  with  so  many  economir.  and  social  problems, 
Camden  health  indicators  are  equally  dismal.  The  State  of  New  Jersey  rated  Camden  as  the 
highest  medically  underserved  area  in  New  Jersey.  This  rating  was  determined  by  planning 
statistics  which  have  consistently  shown  the  City  of  Camden  to  have  such  indicators  as  high 
infant  mortality  rates,  high  percent  of  teen  births,  inadequate  prenatal  care,  preventable 
hospitalizations,  and  high  years  of  potential  life  lost.  Only  32  percent  of  preschoolers  are 
fully  immunized.  Syphilis  and  gonorrhea  rates  in  Camden  are  more  than  6  times  the  State 
average.  Though  not  at  crisis  levels,  the  incidence  of  HIV  is  increasing  in  the  area. 

Camden  residents  also  experience  higher  than  average  rates  of  hypertension  and  diabetes. 
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Camden  has  few  primary  health  care  services  to  address  these  problems.  Other  than 
those  doctors  associated  with  hospitals,  Canvlen  has  a  paucity  of  committed  physicians  who 
practice  in  the  City.  In  fact,  Camden  does  not  have  a  single  privately  practicing  pediatrician. 
In  addition,  Camden  City  is  70  percent  above  county  and  state  rates  in  the  number  of 
ambulatory  care  sensitive  admissions  -  admissions  which  with  proper  primary  care  would 
have  been  preventable. 

Working  to  Revitalize  Camden 


Our  Lady  of  Lourdes  Medical  Center  is  a  major  participant  in  the  economic 
revitalization  of  the  City  of  Camden  and  a  major  force  to  help  increase  the  momentum  of 
urban  renewal  on  a  programmatic  planned  basis.  This  effort  is  a  multi-faceted  approach  to 
solving  community  problems  and  to  revitalizing  the  City  of  Camden.  It  is  an  urban 
reclamation  project  to  rebuild  the  homes  and  lives  of  residents  while  also  drawing  businesses 
and  industries  to  the  City  of  Camden. 

Our  Lady  of  Lourdes  Medical  Center,  in  partnership  with  the  University  of  Medicine 
and  Dentistry  of  New  Jersey  and  the  Camden  Board  of  Education,  is  developing  a  Camden 
Clinical  Campus  to  be  built  on  Our  Lady  of  Lourdes  property.  The  proposed  site  of  the 
Ambulatory  Care  Center  is  eight  acres  along  Haddon  Avenue  across  from  the  existing 
Medical  Center.  Together,  the  project  partners  propose  to  develop  this  site  for  new  health 
care,  education,  and  ancillary  facilities  that  will  serve  the  Camden  community.  A  total  of 
464,452  gross  square  feet  will  be  needed  for  the  Ambulatory  Care  facility,  a  linking 
corridor,  plus  a  1,0CX)  -  1,500  space  parking  facility.  Limited  parking  availability  at  the 
Medical  Center  will  pose  increasing  difficulties  for  an  expanding  patient  base,  especially  with 
the  rise  in  outpatient  services.  The  project  will  also  include  a  Community  Mental  Health 
Center  and  Medical  Arts  High  School.  The  Medical  Arts  High  School  will  offer  special 
opportunities  to  students  interested  in  medicine  by  combining  fundamental  training  in  basic 
sciences  and  human  services  for  preparation  the  preparation  of  health  care  professionals. 

The  estimated  total  project  cost  is  $125  million. 


The  Ambulatory  Care  Center  will  include  the  following  services: 


•  Ambulatory  Surgery/Procedure  Suites 

•  Primary  Oue/Outpatient  Clinics 

•  Outpatient  Testing  Services 

•  Prcventivc/Outrcach  Services 

•  Child  Care  Services 

•  Wellness  Center 

•  Administrative/Medical  Services 

•  Senior  Services 

•  Medical  Arts  High  School 


•  Home  Health  Services 

•  Rehabilitation  Services 

•  Dialysis  Services 

•  Child  Development  Services 

•  Women’s  Health  Center 

•  Adolescent  Programs 

•  Family  Practice  &  Geriatric 
Residency  Programs 


The  proposed  project  pulls  together  these  major  outpatient  services  in  one  location  and 
permits  full  intcgralicm  and  expansion  of  ambulatory  services  which  are  sorely  needed  by  the 
residents  of  the  City  of  Camden  as  well  as  the  surrounding  environs.  The  current  facility 
lacks  appropriate  space  to  handle  the  growing  needs  of  the  Camden  community  for 
ambulatory  services.  Existing  services  that  will  be  integrated  into  the  new  facility  are 
currently  scattered  across  the  Medical  Center  campus  in  buildings  designed  for  very  different 
uses  or  in  other  locations  throughout  the  county.  The  existing  facilities  are  25  to  35  years 
old,  functionally  inadequate,  undersized  and  substandard  for  their  current  uses. 

Consequently,  the  ability  to  provide  the  various  outpatient  services  in  an  integrated  manner 
within  the  existing  space  on  the  site  is  severely  compromised. 


The  collective  expertise  of  these  entities  and  the  integration  of  their  programs,  staffs 
and  resources  in  one  location  will  benefit  the  citizens  of  Camden  County  and  surrounding 
areas  in  many  ways.  Among  the  greatest  benefits  to  result  from  the  Clinical  Campus  are: 
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1.  Jofr,  Creation 

During  the  four-year  construction  phase,  this  300,000  square  foot,  multi -facility 
complex  will  create  at  least  300  new  jobs,  with  total  wages  over  the  construction 
peri^  estimated  at  $22  million  and  area  spending  attributable  to  the  campus  projected 
at  nearly  $90  million.  When  completed,  the  complex  will  provide  an  estimated  775  • 
permanent  jobs,  with  annual  wages  of  $18  million  and  annual  spending  of  over  $44 
million. 

2.  Career-Training  for  Camden  residents 

Medical  and  technological  advances,  which  continue  to  improve  the  quality  of  life  and 
extend  life  expectancies,  demand  superbly  trained,  highly  educated  h^lth  care 
professionals.  While  nationally  the  physician  supply  is  adequate,  there  are  critical 
shortages  in  many  allied  health  ftelds  -  shortages  that  are  projected  to  become  even 
more  severe  over  the  next  decade. 

3.  Improved  health  care  for  the  Camden  area 

The  health  and  socioeconomic  conditions  under  which  many  Camden  residents  live 
(i.e.,  Infant  mortality,  teen  pregnancies,  percentage  of  children  living  in  poverty, 
unemployment,  etc.)  are  deplorable.  These  issues  will  be  addressed  by  expanding 
current  outpatient  medical  services  by  bringing  new,  needed  programs  to  the  city. 
Many  of  these  programs  will  stress  prevention  and  serve  to  help  keep  people  out  of 
the  hospital,  thus  helping  to  reduce  New  Jersey's  health  care  costs. 

CommHinent  To  the  Community 

Despite  the  difficult  conditions  we  face,  Our  Lady  of  Lourdes  Medical  Center  has 
been  a  leader  in  providing  quality  primary  and  tertiary  h<»dth  care  services  to  benefit  the 
Camden  and  the  Southern  New  Jersey  community,  l^rdes  is  committed  to  serving  the  sick 
with  compassion  and  understanding,  respecting  the  dignity  of  the  individual  patient, 
regardless  of  race,  creed,  color,  handicap  or  financial  status.  Throughout  its  history  the 
Medical  Center  has  served  a  dual  mission  of  primary  care  to  Camden  City  and  tertiary  care 
to  southern  New  Jersey.  Our  Lady  of  Lourdes  provides  a  significant  amount  of  charily  care 
to  its  service  area  residents.  In  fact,  the  amount  of  charity  care  provided  in  1992  was  nearly 
double  that  which  was  provided  in  1991.  In  1991  the  Medical  Center  provided  $926,188  in 
charity  care.  This  rose  to  $1,707,427  in  1992,  In  addition  to  charity  care,  the  Medical 
Center  serves  a  large  Medicaid  population.  In  1991  the  amount  of  Medicaid  services 
provided  was  $17,358,422  and  in  1992  the  amount  was  $20,622,415. 

Our  Lady  of  Lourdes’  dedication  to  the  Camden  community  is  evidenced  by  the 
following  examples: 

Community  Benefit  Program:  Our  Lady  of  Lourdes  has  developed  several  active 
committees  composed  of  internal  representation  from  all  levels  and  community 
rq>resentatives  including  citizens,  school  personnel,  and  County  and  City  government 
officials.  These  committees  work  on  a  variety  of  issues  to  benefit  the  community  at-large. 
Lourdes  consistently  receives  national  recognition  for  its  outstanding  community  work.  For 
example,  in  1992  and  again  this  year,  Lourdes  was  selected  to  be  among  the  top  four  in  the 
nation  for  the  American  Hospital  Association's  distinguished  Foster  McGaw  Award  for 
Community  Service. 

Senior  Services  Program:  Among  the  reasons  for  longer  hospital  stays,  repealed  visits  to 
the  emergency  room,  and  early  institutionalization  in  nursing  homes  is  lack  of  in-home 
support.  The  support  patients  need  is  often  non-medical  in  nature,  such  as  transportation, 
shopping,  light  housekeeping,  etc.  Since  these  services  arc  non-medical,  they  arc  not 
covered  by  insurance  and  if  provided  by  a  private  agency,  these  services  are  prohibitively 
expensive.  With  this  in  mind,  Lourdes  Senior  Services  were  developed  to  strengthen  the 
needed  continuum  of  care  for  the  elderly,  using  trained  volunteers  to  provide  services  at  no 
cost  to  those  in  need. 


1016 


The  Bridge:  The  Bridge  is  a  nalionally  recognized  teen  program  which  brings  together 
youth  to  promote  a  safe  and  healthy  lifestyle.  The  Bridge  is  not  crisis  oriented.  Rather,  it 
stresses  adaptive  behavior,  independence,  and  responsibility  for  actions.  The  goal  is  to 
reduce  dysfunctional  behavior  and  substance  abuse  annong  the  high  risk  youth  of  Camden. 

The  program  primarily  serves  low-income,  minority,  high-risk  youth  on  the  Lourdes  campus 
and  at  thirty  area  schools.  The  program,  which  provides  one-on-one  counseling  and  family 
mentoring  for  teens  with  particular  problems,  reaches  approximately  24,000  youths  annually. 

Uniting  the  medical  and  community  service  strengths  of  Our  Lady  of  Lourdes 
Medical  Center,  the  University  of  Medicine  and  Dentistry  of  New  Jersey  and  the  Camden 
Board  of  Education  on  the  same  clinical  campus  provides  several  unprecedented  and  valuable 
opportunities  for  the  City  of  Camden.  Implementation  of  this  project  will: 

•  motivate  and  prepare  inner-city  youth  for  important,  well-paying  health  care  careers 
that  are  in  demand  locally  and  nationally; 

•  create  hundreds  of  new  jobs,  prepare  Camden  residents  to  take  these  jobs,  and  infuse 
tens  of  millions  of  new  dollars  each  year  into  the  area*s  economy; 

•  develop  a  network  of  comprehensive,  accessible,  cost-effective  primary  care  and 
preventive  services  that  improves  the  health  status  of  area  residents  and  reduces 
overall  health  care  costs. 

At  the  completion  of  this  project,  Our  Lady  of  Lourdes  will  again  have  further 
affirmed  its  commitment  to  the  residents  of  the  City  of  Camden  and  (he  surrounding  region. 
The  outpatient  services  included  within  the  Urban  Clinical  Campus  are  ones  which  clearly 
address  primary  health  care  needs  as  well  as  specialty  services.  Our  Lady  of  Lourdes 
Medical  Center  recognizes  that  this  proposed  project  allows  it  to  develop  the  capacity  to 
expand  its  outpatient  services  along  with  its  regional  and  community  based  inpatient  services. 
This  dual  track  strategy  is  considered  necessary  to  succeed  in  improving  the  health  and  socio¬ 
economic  status  of  the  Camden  community. 

We  are  aware  of  this  Subcommittee's  work  in  fostering  worthwhile  economic 
development  initiatives  for  needy  urban  areas,  Therefore,  we  are  requesting  that  you  include 
$3  million  in  the  FY  1995  Commerce,  Justice,  State,  the  Judiciary,  and  Related  Agencies 
Appropriations  bill  for  Our  Lady  of  Lourdes’  Ambulatory  Care  project  which  is  part  of  the 
economic  revitalization  effort  for  the  City  of  Camden,  New  Jersey. 

Thank  you,  Mr.  Chairman,  for  your  consideration  of  our  request. 


STATEMENT  OF  JOHN.  PETER,  PRESIDENT  AND  CHIEF  EXECUTIVE 

OFFICER,  KIDSPEACE  NATIONAL  CENTERS  FOR  KIDS  IN  CRISIS 

Mr.  Chairman  and  members  of  the  Subcommittee,  thank  you  for  providing  me  with 
this  opportunity  to  submit  a  statement  for  the  record.  In  my  statement,  I  will  discuss  a  crisis 
facing  America's  kids,  the  need  for  additional  out-of-home  programs  to  assist  kids  in  crisis, 
particularly  those  who  have  found  themselves  in  this  nation's  juvenile  justice  system,  as  well 
as  tell  you  about  KidsPeace  and  what  we  are  doing  to  address  the  problem.  Specifically, 
KidsPeace  is  seeking  the  support  of  this  Subcommittee  to  expand  through  the  auspices  of  the 
Office  of  Juvenile  Justice  and  Delinquency  Prevention  its  community-based,  out-of-home 
program  for  kids  in  crisis. 

The  American  family  is  facing  a  crisis  that  has  been  brought  about  by  the  turmoil  and 
stress  of  modem  society.  Among  the  problems  American  families  face  are;  increased 
economic  burdens,  greater  numbers  of  households  in  which  both  parents  work,  and  an 
increase  in  the  number  of  single-parent  families.  These  problems  are  complicated  by 
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rampant  viotenoe  in  our  communities^  drug  and  akohol  abuse,  child  abuse  and  neglect, 
inadequate  child  care,  and  an  overburdened  education  system. 

The  combination  of  all  of  these  facton  has  produced  a  serious  casualty:  America's 
Idds.  Children  must  be  taught  to  cope  with  stress  through  love,  nurturing  and  general 
support.  When  families  fail,  children  are  often  left  to  cope  alone.  The  results  have  reached 
epidemic  proportion  in  the  form  of  the  so-called  "parenting  gap,*  and  increases  in  behavioral 
and  developmental  problems  in  children,  which  can  often  lead  to  interaction  with  the  nation's 
juvenile  justice  system. 

The  portrait  of  America's  children  in  crisis  is  a  painful  orte,  and  one  that  many 
Americans  are  afraid  to  acknowledge.  In  the  United  States: 

•  1,338,100  juvenile  delinquency  cases  were  reported  in  1991. 

•  400,000  children  drop  out  of  school  each  year. 

•  In  1993,  2.99  million  children  were  burned,  abandoned,  beaten  and  raped  every  year. 

•  In  1993,  1,299  children  died  as  the  result  of  abuse. 

•  One  out  of  every  three  girls  and  one  out  of  every  five  boys  will  be  sexually  abused 
before  they  are  18  yean  old. 

The  solution  to  help  America's  Idds  in  crisis  is  not  an  easy  one.  The  foundation  of 
the  solution  must  be  a  national  network  of  services  that  is  capable  of  providing  treatment  that 
is  appropriate  to  the  individual  child.  For  too  long,  many  kids  in  crisis  have  been  placed  in 
inappropriate  treatment  environments.  However,  KidsPeace  has  devoted  itself  to  providing  a 
safety  net  for  children. 

WHAT  IS  KIDSPEACE 

KidsPeace  National  Center  for  Kids  in  crisis  is  a  private,  non-profit  organization 
dedicated  to  prevention  and  treatment  of  crisis  caused  by  abuse,  neglect,  and  emotional 
distress.  The  organization  has  31  different  increasingly  intensive  services  for  children  from 
birth  to  age  21  and  will  also  custom<reate  a  program  to  meet  the  personal  needs  of  an 
individual  child.  KidsPeace  maintains  that  81  percent  of  the  children  successfully  complete 
their  residential  programs,  and  74  percent  of  these  graduates  live  in  less  restrictive  settings 
two  yean  after  discharge. 

KidsPeace  treats  more  than  2,000  children  a  day  from  all  across  the  country, 
employing  1,500  caregiven  in  25  locations  in  five  states.  KidsPeace,  founded  1 1 1  yean 
ago,  has  its  headquarten  in  eastern  Pennsylvania.  This  unique  campus  houses  some  of  the 
organization’s  residential  programs,  the  National  Hospital  for  Kids  in  Crisis,  the  Lee  Salk 
Center,  and  an  array  of  education,  recreational  and  therapeutic  facilities  for  its  clients. 

Among  the  various  services  it  offen,  KidsPeace  has  made  a  commitment  to  expand  its 
commuAity>based  programs.  These  programs  are  specifically  designed  for  children  and 
youth  who  are  most  appropriately  snved  by  out-of-home  placement,  but  who  do  not  require 
hospitalization  or  placement  in  residential  programs.  As  such,  KidsPeace  is  seeking  to 
exp^  nationally  its  existing  Intensive  Treatment  Family  Program. 


INTENSIVE  TREATMENT  FAMILY  PROGRAM 

The  Intensive  Treatment  Family  Program  (TTF)  is  an  innovative  approach  designed  to 
provide  individualized,  treatment  foster  care  to  seriously  emotionally  disturbed  children  and 
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adolescents  in  a  therapeutic  family  setting.  Treatment  foster  care  is  differentiated  from 
traditional  foster  care  in  that  treatment  foster  care  is  a  community-based  treatment  option  in 
which  treatnKnt  occun  primarily  in  the  foster  home.  In  short,  the  foster  family  is  not 
simply  a  care  taker,  but  an  active  participant  in  assuring  a  child's  progress  and  growth  in  the 
program.  At  present,  treatment  foster  care  represents  only  25  percent  of  all  foster  care 
programs. 

The  KldsPeace  Approach:  KidsPeace  began  its  ITF  Program  in  1979.  We  currenUy 
operate  1 1  separate  programs  in  Pennsylvania,  Indiana,  Georgia  and  New  York.  The  ITF 
Program  specifically  addresses  each  chi]d*s  behavior,  developmental  and  emotional  problems 
to  modify  the  causes  or  conditions  for  placement  so  that  the  child  ij  able  to  return  to  his/her 
own  family,  or  if  that  is  not  possible,  can  be  placed  in  an  appropriate  permanent  setting. 
Through  its  ITF  Program,  KidsPeace  traditionally  works  with  at-risk,  hard-to-piace  and 
special  needs  children  who  are  in  need  of  initial  out-of-home  placement,  who  have  been  in 
more  restrictive  programs  or  who  have  not  succeeded  in  previous  traditional  foster  care 
homes.  Specifically,  the  program  accepts  children  who  are:  1)  Adjudicated  as  juvenile 
delinquent,  2)  Behavior  disordered,  3)  Sexual  perpetrators,  4)  Substance  abusers,  5)  Victims 
of  physical,  sexual  or  emotional  abuse,  6)  Socially  and/or  emotionally  disturbed,  and  7) 
DevelopmentaJIy  delayed  or  disabled. 

These  children  are  referred  to  the  program  by  the  Juvenile  justice  system,  state  and 
local  child  and  youth  agencies,  mental  he^th  agencies,  and  private  third-party  entities. 
KidsPeace  currently  estimates  that  half  of  the  referrals  to  its  program  come  from  the  Juvenile 
justice  system.  In  nearly  all  cases,  the  children  referred  to  its  programs  are  placed  there 
through  the  court  system. 

The  objective  of  the  ITF  Program  is  to  provide  each  child  with  a  team-oriented 
treatment  plan  that  will  develop  the  child’s  positive  social,  emotional  and  educational  growth. 
As  such,  the  program  is  goal -oriented,  developmental  ly- focused  and  time  limited.  Generally, 
a  child  is  in  the  program  for  12  to  18  months. 

Once  accepted  into  the  program,  the  treatment  team  -  which  includes  the  foster 
family,  the  ITF  social  worker,  his/her  supervisor,  and  other  consultants,  as  needed  - 
develops  an  Individual  Service  Plan.  As  part  of  treatment,  each  child  of  school  age  attends 
school  in  appropriate  community-based  educational  facilities. 

Unless  otherwise  prescribed,  the  child’s  natural  family  is  an  integral  part  of  the 
program.  There  is  regular  communication  between  the  parents  and  their  child,  and  the 
treatment  team  involves  the  parents  in  the  child’s  care.  In  addition,  the  parents  may  receive 
direction  from  the  treatment  team  to  services  aiid  other  resources  to  mitigate  the  causes  of 
the  child’s  placement  in  the  ITF  Program. 

Due  to  its  central  role  in  treatment,  the  foster  family  must  undergo  intensive  screening 
and  training  before  a  child  will  be  placed  with  the  family.  All  family  members,  including 
children,  are  strongly  encouraged  to  take  part  in  the  training.  Among  the  topics  covered  in 
the  training  are:  The  treatment  family’s  role  as  part  of  the  treatment  team,  Treatment  family 
adjustments,  Emotional  disturbances^ehavior  problems.  Parenting  strategies/treatment 
techniques,  Discipline  v.  punishment,  and  Cultural  competence.  In  addition,  treatment 
families  are  required  to  have  training  in  the  following  areas:  first  aid/CPR,  crisis  prevention 
and  intervention,  behavior  modification,  and  positive  discipline  techniques. 


ITF:  A  COST-EFFECTIVE  ALTERNATIVE 

While  helping  kids  in  crisis  is  the  primary  objective  of  the  Intensive  Treatment 
Family  Program,  the  program  also  provides  a  cost-effective  venue  for  treating  children  and 
youth.  When  the  juvenile  justice  system  renders  a  decision  to  place  a  child  in  an  out-of¬ 
home  program,  it  essentially  has  the  following  options  for  placement:  1)  a  secured  facility, 
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such  IS  a  jail  or  detention  center,  2)  an  in-patient  program,  3)  a  residential  care  facility,  and 
4)  intensive  treatment  family  programs.  Most  often,  the  juvenile  justice  system  opts  to  place 
a  child  in  a  residential  care  program.  In  1991,  for  example,  the  juvenile  justice  system 
placed  113,000  children  who  were  adjudicated  as  delinquent  in  residential  facilities. 

Any  of  these  options  may  at  times  be  appropriate  depending  on  the  needs  of  the  child, 
however,  only  intensive  treatment  family  programs  provide  the  child  with  needed  services  in 
a  family  environment  in  a  cost-effective  way.  For  example,  the  ITF  program  costs  $100  a 
day,  compared  to  $250  a  day  for  residential  care  and  $1,000  a  day  for  in-patient  programs. 

While  FTP  programs  are  the  least  costly,  the  advantages  of  such  programs  also  must 
be  considered  against  the  disadvantages  of  the  other  options.  For  example,  the  beneHls  of 
the  ITF  program  include:  individualized  treatment,  a  family  setting  which  provides  structure 
and  guidance,  community-based  education,  and  the  involvement  of  the  child's  natural  family 
in  most  cases.  On  the  other  hand,  while  secured  facilities  offer  a  child  structure  and  seeks  to 
protect  the  child,  these  facilities  do  not  offer  treatment  (i.e.,  psychiatric,  psychological, 
behavioral  and  educational).  The  result  is  a  high  rate  of  recidivism  among  children  placed  in 
these  facilities. 


PLANS  FOR  EXPANSION 

As  the  demand  for  community-based  treatment  grows,  KidsPeace  understands  that  it 
must  expand  its  network  of  Intensive  Treatment  Family  Programs  nationally.  While  national 
expansion  must  occur  over  the  period  of  several  years,  KidsPeace  has  put  in  place  a  plan  to 
begin  expansion  Immediately  by  putting  in  place  six  new  ITF  programs  by  the  end  of  1995  at 
a  cost  of  $140,000  per  program.  Once  thcM  programs  are  established,  they  become  self- 
sustaining  in  six  months.  These  new  programs  will  be  established  in:  Alabama,  Georgia, 

New  Jersey,  New  York,  Ohio  and  West  Virginia. 

As  the  Office  of  Juvenile  Justice  and  Delinquency  Prevention  seeks  to  achieve  its 
mission  to  prevent  at-risk  children  from  entering  the  juvenile  justice  system  and  to  reduce  the 
recidivism  rate  of  children  already  in  the  system,  KidsPeace  believes  that  the  Office  of 
Juvenile  Justice  and  Delinquency  Prevention  would  benefit  from  expansion  of  the  Intensive 
Treatment  Family  Program.  Specifically,  expansion  of  the  program  would  provide  juvenile 
justice  agencies  another  option  for  out-of-home  placement.  In  addition,  the  ITF  will  provide 
kids  in  crisis  with  treatment  to  ensure  that  the  conditions  that  make  out-home-placement 
necessary  are  corrected  so  that  the  rate  of  recidivism  is  reduced.  Finally,  the  ITF  program 
allows  the  child  to  remain  in  close  proximity  to  his/her  home  where  hc/shc  can  continue  to 
communicate  with  his/her  natural  family  and  where  juvenile  justice  officers  can  better 
monitor  the  child's  progress. 

KidsPeace  is  proud  of  the  successful  record  we  have  established  in  helping  kids  in 
crisis.  We  are  equally  proud  of  the  success  of  our  ITF  Program.  However,  we  see  on  a 
daily  basis  the  ne^  to  expand  our  services  to  help  additional  children. 

As  such,  KidsPeace  requests  the  support  of  this  Subcommittee  through  the  auspices  of 
the  Office  of  Juvenile  Justice  and  Delinquency  Prevention  the  sum  of  $840,000  in  Fiscal 
Year  1995  to  facilitate  the  expansion  of  the  Intensive  Treatment  Family  Program. 

Thank  your  for  your  consideration  of  this  request  and  for  providing  me  with  this 
opportunity  to  submit  a  statement  to  your  Subcommittee. 
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STATEMENT  OF  DAVE  COWENS,  EXECUTIVE  DIRECTOR,  SPORTS 
MUSEUM  OF  NEW  ENGLAND 

Mr.  Chairman,  thank  you  for  the  opportunity  to  submit  this  statement  for  the  hearing 
record.  I  am  Dave  Cowens,  Chairman  of  the  Board  of  Trustees  of  the  Sports  Museum  of  New 
England.  I  would  like  to  bring  you  up-to-date  on  an  important  program  at  the  Sports  Museum 
developed  to  assist  "at  risk”  youth  in  the  Boston/Cambridge  area. 

Two  years  ago,  this  subcommittee  provided  important  direction  to  the  Office  of  Juvenile 
Justice  and  Delinquency  Prevention  (OJJDP)  to  review  our  initial  proposal  to  establish  the 
Athlete  Student  Achievement  Pact  (ASAP)  and  provide  funding  if  warranted.  We  worked 
closely  with  OJJDP  to  adapt  our  proposal  to  meet  their  priorities  as  well  as  our  own  and,  as  a 
result-,  funding  was  provided  and  the  ASAP  program  has  been  up  and  running  successfully  for 
almost  five  months. 

The  goal  of  the  ASAP  program  is  to  reduce  gang  involvement,  drug  use,  delinquency  and 
dropK>ut  rates  among  nine  to  sixteen  year  old  high-risk  youth.  Some  of  the  components  of  the 
ASAP  program  include  the  introduction  of  positive  role  models  from  the  sports  world  and  the 
community,  family  involvement  In  ASAP  activities,  monitoring  school  attendance  rates  of  ASAP 
participants,  and  teaching  ASAP  participants  to  disseminate  what  they  learn  to  others  in  their 
community  and  friends.  I  think  you  will  agree  that  the  mission  of  this  program  is  very  much 
in  line  with  tire  stated  priorilies  of  the  Congress  and  the  Administration  in  the  areas  of  juvenile 
delinquency  prevention  and  reduced  drug  use  among  teens. 

ASAP  was  bom  from  a  wish  of  the  Directors  of  the  Sports  Museum  to  use  the  Museum 
as  a  base  from  which  to  branch  out  into  the  community  using  sports  related  themes  to  bring  a 
positive  messages  to  kids  in  the  area.  For  the  past  six  years,  the  Museum  has  sponsored 
outreach  and  education  activities  designed  to  bring  together  role  models  from  the  sports  world 
with  kids  who  desperately  needed  someone  to  give  them  a  hopeful  message  about  their  future. 
Some  of  the  athletes  and  coaches  who  have  participated  in  our  programs  include  Larry  Bird, 
M.L.  Carr,  Bobby  Orr,  John  Hannah  and  Chm  Ford.  Our  partners  in  these  initiatives  range 
from  the  NBA's  Stay  in  School  Program  to  work  with  the  United  States  Tennis  Association  and 
others. 


Mr.  Chairman,  the  key  to  AS  AP’s  early  success  was  the  close  involvement  of  community 
leaders  in  its  development.  We  solicited  input  from  Boston  and  Cambridge  school 
administrators,  local  school  principals,  judges,  policemen,  teachers,  social  workers  and  countless 
others  as  we  tried  to  design  a  program  that  would  effectively  meet  the  needs  of  "at  risk"  youth 
in  our  area. 

ASAP,  as  written  and  approved  by  OJJDP,  has  a  Development  and  an  Implementation 
Phase.  It  requires  a  two  year  commitment  from  the  "at-risk”  students  who  participate  in  the 
program. 

Currently,  we  are  at  the  beginning  of  the  Implementation  Phase.  Forty-five  kids  actively 
participate  In  ASAP  —  20  fifth  and  sixth  graders  from  the  Harrington  School  in  Cambridge  and 
25  from  the  Lewis  School  in  Roxbury.  All  our  kids  live  in  high  crime  areas.  In  fact,  Roxbury 
is  the  highest  crime  district  in  Boston. 

Each  child  works  closely  with  a  mentor  and  each  mentor  works  with  four  or  five  kids. 
There  are  ten  mentors  and  most  are  student-athletes  from  7ocal  colleges.  Two  ar  former 
professional  basketball  players.  Two  are  Boston  Youth  Officers.  Our  mentors  were  recruited 
for  us  by  Cambridge  Community  Services,  an  agency  that  specializes  in  mentor  programs.  They 
provided  the  ASAP  mentors  with  a  rigorous  training  program  -  a  five  week  course  where  they 
learned  about  adolescent  development,  cultural  differences  and  communication  skills. 

The  whole  ASAP  group,  kids  and  mentors,  meet  at  The  Sports  Museum's  Herter  Park 
site  one  afternoon  a  week  in  a  classroom  set  aside  for  their  exclusive  use.  There  kids  are  taught 
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the  values  we  commonly  associate  with  sports:  teamwork,  perseverance,  decision'inaldng  and 
conflict  resdutioa. 

In  addition,  mentors  meet  one-to-one  with  thdr  kids  one  period  a  week  in  the  child's 
school.  They  discuss  schoolwork  or  problems,  or  they  work  on  their  contract  or  "pact"  -  a  goal 
setting  toot  that  we  use  in  the  ASAP  program. 

That  the  progra.-^  is  working  well  is  evidenced  by  the  number  of  field  trips  mentors  and 
students  take  on  thdr  own  time.  They  visit  The  Sports  Museum.  They  go  to  Celtics  games  and 
practices.  They  roller  skate  and  bowl.  They  go  to  Harvard  and  Northeastern  basketball  and 
hockey  games.  Every  weekend  some  mentors  and  their  students  are  off  on  self-initiated  field 
trips. 


We  believe  that  parents  arc  the  most  important  people  in  children's  lives  and  it  is 
essential  that  the  understand  ASAP,  support  the  program  and  reinforce  its  themes.  We  schedule 
Family  Nights  monthly,  and  students,  parents  and  mentors  come  together  in  a  relaxed  setting 
to  reinforce  objectives  of  the  program. 

Another  critical  component  of  the  program  is  the  Advisory  Board  which  provides 
guidance  to  the  project  staff,  makes  program  recommendations  and  disseminates  information 
about  the  program  to  the  Greater  Boston  community  and  beyond.  The  Board  meets  three  times 
during  the  school  year;  two  meeting  have  been  held  thus  far,  and  the  third  is  scheduled  for  June 
13,  1994. 

People  in  the  community  were  invited  to  serve  on  the  Board  because  they  bring  resources 
to  the  program  and  their  unique  perspectives  to  the  staff.  For  example: 

•  M.  L.  Carr  is  the  Community  relations  Director  for  the  Boston  Celtics  and  a 
spokesman  on  behalf  of  youth  issues.  He  was  the  keynote  speaker  at  the  ASAP 
Idck-off  assembly. 

•  Natalie  Christian  is  'he  Community  Affairs  Manager/Executive  Producer  of 
Public  Affairs  at  Channel  S6.  Her  job  requires  extensive  interaction  with  the 
community.  As  a  result,  she  is  able  to  observe  first  hand  issues  of  concern  and 
provide  feedback.  Ms.  Christian  is  also  the  Boston  Director  of  the  Gannet 
Foundation  and  in  that  role  makes  decisions  on  how  their  foundation  money  is 
spent. 

•  George  Noonan,  Aide  to  Boston’s  Police  Commissioner,  is  the  department's 
Coordinator  of  Youth  Services.  He  assigned  two  of  his  youth  officers  to  ASAP 
where  they  work  as  mentors  to  kids. 

•  Keith  Motley  is  Dean  of  African-American  students  at  Northeastern  University. 
An  inspirational  speaker,  he  addressed  the  student  body  at  an  assembly  held  at 
one  of  the  ASAP  schools. 

In  all,  twenty-six  people  serve  on  the  Advisory  Board,  including  the  Cambridge  Police 
Commissioner,  Perry  Anderson;  former  Patriot  John  Hannah;  former  Bruit,  Gord  Kluzak; 
Roxbury  District  Court  Judge  Paul  McGill;  Cambridge  District  Court  Judge  Severin  Singleton; 
Superior  Court  Judge  and  former  Cdtic,  Mai  Graham;  Lewis  Middle  School  Principal,  Brenda 
Jones;  Harrington  School  Principal,  Jose  Figueiredo;  Cambridge  Assistant  Superintendent  of 
Schools,  Patrick  Murphy;  Boston  Deputy  Superinte^ent  of  Schools,  Joseph  Bage;  and  the 
Community  Relations  Directors  for  the  Boston  Red  Sox  and  New  England  Patriots. 

Perhaps  the  best  indication  of  the  program's  effectiveness  is  the  overwhelmingly  positive 
community  reaction  we  have  received.  In  fact,  we  were  recently  contacted  by  a  judge  in 
Malden,  MA,  to  ask  if  we  could  bring  ASAP  to  his  district.  We  have  received  letters  of  support 
from  former  Mayor  Flynn,  the  superintendent  of  Boston's  public  schools,  and  numerous  other 
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community  leaden.  What  they  all  recognize  is  that  this  is  the  sort  of  program  that  addresses 
the  problems  of  juvenile  crime,  drug  use,  and  gang  involvement  in  a  preventive  manner.  We 
are  teaching  kids  that  there  are  more  choices  than  they  thought  existed.  We  are  introducing 
them  to  athletes  arnl  others  that  found  the  way  off  the  streets  and  then  went  back  to  help  those 
that  were  still  there.  We  are  teaching  kids  to  become  leaders  themselves  and  to  bring  the 
positive  messages  and  hope  that  they  learn  from  mentors,  role  models,  and  friends,  back  to  their 
neighborhoods  and  homes.  That  is  what  the  Athlete  Student  Achievement  Pact  is  all  about: 
teaching  *at  risk”  youth  that  there  are  choices  -  not  just  dead  ends. 

This  tremendous  commitment  to  the  program  by  its  directors  and  the  community  will 
eventually  enable  it  to  stand  on  its  own  without  federal  assistance.  That  time  has  not  yet  come, 
though,  which  is  why  we  need  your  help  to  keep  the  program  going.  We  are  requesting 
$1,200,000  for  fiscal  year  1S195  as  a  continuation  grant  for  the  ASAP  program.  This  increase 
in  funding  will  allow  us  to  expand  the  program  from  two  to  six  school  districts  and  increase 
participation  from  the  current  level  of  45  kids  to  over  230.  This  initiative  has  tremendous 
support  and  tremendous  potential.  We  need  your  support  to  take  it  to  the  next  level. 

Thank  you  for  your  allowing  me  to  submit  this  statement. 


STATEMENT  OF  MARGOT  STERN  STROM,  EXECUTIVE  DIRECTOR,  FACING 
HISTORY  AND  OURSELVES 

Mr.  Chairman,  and  members  of  the  subcommittee,  thank  you  for  including  this 
statement  on  behalf  of  Facing  History  and  Ourselves  (FHAO)  in  the  FY  1995  outside  witness 
hearing  record.  1  would  like  to  take  this  opportunity  to  explain  the  important  work  that  is 
being  undertaken  by  the  Facing  History  program,  and  to  request  that  your  subcommittee 
include  $2  million  in  support  of  expanding  the  program's  reach  to  cities  across  the  country. 

Facing  History  and  Ourselves  is  a  Boston-based  national  educational  and  teacher 
training  organization  whose  mission  is  to  engage  adolescent  students  of  diverse  backgrounds 
in  an  examination  of  racism,  prejudice,  and  anti-semitism  in  order  to  promote  the 
development  of  a  more  humane  and  informed  citizenry.  With  regional  offices  in  New  York, 
Chicago,  and  Memphis,  and  programs  instituted  in  a  number  of  major  cities,  including  Los 
Angeles  and  Baltimore,  Facing  History  has  attempted  to  address  these  issues  in  some  of  the 
most  troubled  areas  of  the  country.  By  studying  the  historical  development  and  lessons  of 
the  Holocaust,  the  Civil  Rights  movement,  and  other  examples  of  genocide  and  community 
violence,  students  make  the  essential  connection  between  history  and  the  moral  choices  they 
confront  in  their  own  lives.  Students  learn  the  importance  of  civility,  courage  and  altruism. 

The  program  encourages  students  to  reflect  upon  their  own  roles  in  American  democracy  by 
examining  case  studies  of  individuals  and  groups  who  have  tried  to  make  a  difference. 

The  program  is  recognized  as  a  quality,  cost  effective  educational  solution  with 
national  impact  in  the  school  reform  movement.  It  has  been  evaluated  and  designated  an 
"exemplary  program”  by  the  Department  of  Education,  and  recognized  as  worthy  of  a 
challenge  endowment  grant  by  the  NEH.  It  is  respected  by  superintendents,  principals, 
teachers,  and  students  alike.  Known  for  bridge  building,  Facing  History  has  built  its 
reputation  over  the  years  by  bringing  violence  and  other  issues  of  import  to  our  children  to 
the  forefront;  its  annual  conferences  bring  major  speakers  to  address  teachers  on  key  issues. 

Its  events  bring  Nobel  Prize  winners  to  meet  with  students  to  discuss  issues  of  hatred  and 
violence.  Major  foundations,  including  Ford  and  Carnegie,  have  helped  to  develop  the 
Facing  History  resources  that  are  being  used  nationally. 

Through  these  programs,  adolescents  learn  to  value  and  respect  differences  and  to 
understand  the  avenues  of  participation  available  to  them  in  their  neighborhoods  and  their 
cities..  This  is  particularly  important  given  the  widespread  incidence  of  violence  in  our 
schools  and  our  communities.  Violence  has  become  an  integral  part  of  the  everyday 
experience  of  our  youth.  In  pending  legislation,  Congress  has  recognized  that  "almost 
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3,000,000  crimes  occur  on  or  near  school  campuses  every  year,  16,000  per  school  day  or 
one  every  six  seconds."  Further,  the  National  Center  for  Education  Statistics  reports  that 
more  than  100,000  students  bring  guns  to  school  each  day  and  160,000  students  each  day  do 
not  attend  school  because  of  fear  of  harm  or  intimidation,  while  over  2,000  students  are 
physically  attacked  each  hour. 

More  and  more,  violence,  hatred,  and  intolerance  seem  to  be  the  response  to 
Increasing  diversity.  A  series  of  city  strategic  planning  reports  initiated  by  RAND  in  major 
urban  centers  conclude  that  growing  diversity  could  point  toward  increased  racial  isolation, 
destabilization,  divisive  political  conflicts,  elating  crime  and,  ultimately,  shrinking 
economic  opportunity.  These  characteristics  are  exacerbated  by  the  poor  economic  condition 
experienced  by  urban  residents.  Since  the  1965  riot  in  the  Watts  section  of  Los  Angeles, 
'governmental  remedies  for  declining  urban  areas  and  their  residents  which  address  one 
symptom  or  another  have  been  developed  and  implemented  again  and  again  but  clearly 
have  had  little  significant  impact:  In  poor  urban  communities,  the  number  of  young  men 
who  have  completely  stopped  seeking  work  has  jumped  dramatically  as  the  number  of  jobs 
available  for  which  they  qualify  has  consistently  decreased;  criminal  offenses  and  the 
incidence  of  drug  abuse  has  increased;  and  the  proportion  of  African-American  children 
living  in  single-parent  homes  exploded  from  10  percent  in  1960  to  more  than  5^  percent  in 
1989. 


The  coalescence  of  these  statistics  show  a  society  in  decline.  Without  the  social 
impetus  to  teach  moral  and  ethical  values  and  behavior,  America’s  children  are  becoming 
increasingly  desensitized  to  crime,  and  indoctrinated  into  a  lifestyle  of  bigotry,  hatred  and 
intolerance.  These  qualities  at  best  encourage  increasing  racial  isolation  and  anti-social 
behavior,  and  at  worst,  result  in  the  escalating  incidence  of  crimes  committed  by  juveniles. 
Further,  in  allowing  our  children  to  accept  :hese  behaviors,  we  also  ensure  increasing 
criminal  behavior  at  all  ages,  a  decreasing  economic  base,  and  the  eventual  death  of 
America’s  cities.  We  must  begin  with  our  children  to  change  these  trends.  Our  experience 
is  proof  that  teachers,  when  given  the  right  resources  and  technical  support,  can  learn  to 
teach  about  these  issues  in  a  way  that  changes  students  attitudes  and  behaviors. 

Today’s  students  are  tomorrow’s  citizens  and  work  force.  As  we  work  to  create  new 
jobs  and  improve  the  economy,  we  need  to  recognize  that  economic  hard  limes  have  been 
accompanied  by  the  rise  of  hatred,  the  appeal  of  simple  answers  and  intolerance.  Our 
solutions  must  not  be  one-dimensional.  This  is  particularly  true  for  America’s  most  troubled 
and  declining  urban  areas.  Schools  can  play  a  positive  role  in  countering  the  forces  of 
intolerance. 

For  18  years,  Facing  History  has  offered  its  unique  approach  to  help  adolescents 
confront  the  complexities  of  history  and  ethical  decision  making.  Facing  History  programs 
are  now  being  taught  to  more  than  450,000  students  annually  in  public,  private,  and 
parochial  schools  across  the  U.S.  and  Canada.  Over  30,000  educators  from  across  the 
country,  Canada,  and  overseas  have  attended  Pacing  History  workshops  or  conferences  held 
throughout  the  U.S. 

Facing  History  was  created  because  of  the  need  for  resources  that  would  connect 
complex  history  to  students’  lives.  A  forum  was  needed  for  students  to  discuss  issues  that  so 
severely  impact  our  society,  including  racism,  class,  bigotry,  anti-semitism,  and  individual 
responsibility.  For  example,  while  other  programs  focus  on  the  Holocaust  itself  as  an 
historical  even,  Facing  History  examines  a  case  study  of  the  steps  that  led  to  the  decline  of 
democracy,  providing  a  framework  for  understanding  the  complexities  of  such  an  event. 
Facing  History  also  employs  innovative  features  which  foster  student  engagement  and 
response.  Examining,  analyzing,  and  interpreting  original  discussion  groups,  student/parent 
classes,  student  journals,  videotaping  of  classrooms,  student  art  and  drama  projects,  resource 
speakers  in  classrooms:  all  of  these  activities  make  the  history  come  alive,  while  encouraging 
students  to  interpret  its  relevance  for  today. 
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Facing  History*s  programs  arc  effective  because  they  include  the  teacher  as  learner. 
White  teachers  are  often  isolated  from  one  another,  FHAO  institutes,  workshops  and  follow¬ 
up  activities  focus  on  bringing  teachers  together  from  a  variety  of  settings  to  share  their 
experiences  with  the  program.  Facing  History  provides  a  model  for  linking  research  to  the 
classroom  teacher. 

For  example,  a  Cambridge  teacher  who  came  to  Facing  History  wanting  to  address 
these  important  issues  in  her  class  said,  "At  my  school,  half  of  my  kids  were  from  the 
projects  and  were  black  and  the  other  half  were  middle  class  white  kids,  and  they  were  now 
coming  together,  so  we  were  trying  to  find  ways  for  kids  to  be  able  to  talk  about  very 
complex  issues  -  to  talk  about  racism,  to  talk  about  participation  -  when  their  lives  were  so 
different."  This  teacher  is  not  alone  in  struggling  with  this  issue.  Hundreds  of  teachers  in 
the  Facing  History  network  have  identified  the  same  critical  need.  It  is  a  fact  that  has 
profound  implications  not  only  for  all  teachers,  but  for  our  society  as  well. 

The  Facing  History  programs  have  proven  to  be  successful  at  addressing  these  issues. 
In  a  letter  to  Facing  History  and  Ourselves,  Dan  Isaacs,  Assistant  Superintendent  of  the  Los 
Angetes  Unified  District  wrote,  "Without  the  support  of  Facing  History,  we  would  never 
have  been  able  to  give  our  teachers  such  an  opportunity  where  they  could  discuss,  study,  and 
learn  both  content  and  strategy  for  approaching  issues  of  racism  and  bigotry.  Since  one  of 
our  goals  is  ethnic  and  racial  understanding  and  appreciation.  Facing  History  offers  an 
important  means  to  achieving  that  end.  And  in  a  city  whose  population  has  become 
increasingly  diverse  and  complex,  the  successful  accomplishment  of  that  goal  is  essential." 

I  strongly  believe  that  the  content  of  Facing  History’s  programs  are  key  to  reducing 
violence  in  our  communities.  In  the  Senate-passed  version  of  the  pending  Omnibus  Crime 
Bill,  language  was  included  authorizing  national  leadership  initiatives  in  our  schools  aimed  at 
violence  prevention  through  training  and  technical  assistance.  This  is  precisely  the  method 
being  undertaken  by  Facing  History’s  programs.  Although  this  language  has  not  been 
finalized  in  conference,  it  is  important  to  note  that  such  initiatives  have  been  identified  as 
essential  in  the  effort  to  prevent  violence  before  it  occurs. 

However,  while  Facing  History’s  programs  have  been  implemented  in  hundreds  of 
school  districts  across  the  country,  we  as  an  organization  have  reach^  a  critical  turning 
point.  In  order  to  continue  to  expand  our  reach  to  all  of  America’s  ilccdy  communities,  we 
must  significantly  increase  our  resources  and  our  ability  to  provide  our  program  to  more 
teachers  as  a  supplement  to  the  activities  being  undertaken  at  the  local  education  agency 
level.  To  begin  this  process,  we  are  working  to  extend  our  programs  by  conducting  national 
Institutes  for  underserved  teachers.  We  hope  to  replicate  on  a  broader  scale  our  successful 
model:  the  type  of  school-based,  professional  developn.ent  efforts  now  recommended  by 
educational  reformers. 

By  marshalling  existing  resources  and  focusing  new  efforts  on  the  creation  of 
educational  interventions.  Facing  History  can  help  teachers  across  the  country  provide 
educational  curriculum  which  fosters  mutual  respect,  partnership,  tolerance  and  civic 
responsibility.  Such  widespread  adoption  of  anti-violence  curriculum  will  make  a  remarkable 
reduction  in  the  crime  rate  for  both  the  long-  and  short-term.  However,  we  cannot 
accomplish  these  far-reaching  goals  without  assistance. 

The  Federal  government  has  a  vested  interest  in  encouraging  such  programs  as  they 
can  greatly  improve  the  urban  environment  and  significantly  reduce  the  expenditures  relating 
to  law  enforcement,  rehabilitation  and  imprisonment,  as  well  as  other  societal  costs. 

Already,  Members  of  Congress  have  begun  to  recognize  that  greater  efforts  are  needed  for 
counseling  and  training  for  teachers  to  avert  Juvenile  violence  in  schools.  However,  local 
educational  agencies  and  cities  are  financially  unable  to  combat  this  increasing  violence. 

Mr.  Chairman,  because  Facing  History’s  programs  can  begin  to  fill  this  gap  for  our 
cities,  our  schools  and  our  children,  I  respectfully  request  this  subcommittee  to  include  $2 


1024 


I 


million  in  support  of  further  expansion  of  this  program  and  continued  materials  development 
activities.  I  would  hope  that  you  and  die  other  members  of  this  subcommittee  would 
recognize  the  value  of  Facing  History  and  Ourselves'  programs  to  the  juvenile  justice  system 
and  provide  support  for  our  efforts  in  your  FY  1995  spending  bill. 

Thank  you  for  your  consideration. 


STATEMENT  OF  MICHAEL  E.  SAUCIER,  CHAIR.  COALITION  FOR 
JUVENILE  JUSTICE 

INTRODUCTION 


Mr.  Chairman,  my  name  is  Michael  E.  Saucier  and  I  am  National  Chair  of 
the  Coalition  for  Juvenile  Justice  (CJJ) .  I  am  from  Portland,  Maine 
where  I  work  as  a  iawyer.  My  experience  in  juvenile  justice  includes 
work  both  as  a  prosecutor  and  defense  attorney.  I  am  Chair  of  the  Maine 
Juvenile  Justice  Advisory  Group,  having  originally  been  appointed  as  a 
member  by  the  Governor  in  1985. 

The  Coalition  for  Juvenile  Justice  (formerly  the  National  Coalition  of 
State  Juvenile  Justice  Advisory  Groups)  Is  the  only  national  organization 
that  focuses  directly  on  the  entire  juvenile  justice  system.  As  citizen 
volunteers  appointed  by  our  governors,  we  are  the  local  link  in  unique, 
dual  partnerships  --  citizen/government  and  federal/state/local 
partnerships.  We  work  toward  improvements  in  the  juvenile  justice  system 
and  focus  efforts  on  delinquency  prevention  where  it  makes  the  greatest 
difference  --  in  schools,  with  families,  by  police  officers  and  through 
judges  and  other  juvenile  court  workers.  The  Coalition  Is  comprised  of 
members  of  the  State  Advisory  Groups  (SAGs)  of  the  56  states  and 
territories  which  participate  in  the  Juvenile  Justice  and  Delinquency 
Prevention  Act  (JJDPA) . 

The  JJDP  Act  embodies  the  only  federal  program  which  directly  addresses 
the  entire  juvenile  justice  system  and  the  needs  of  those  children  in  or 
at  risk  of  being  caught  up  in  the  system.  Its  mandates  focus  on 
improvement  of  the  system.  The  Act  is  also  the  only  vehicle  through 
which  the  federal  government  addresses  the  problems  of  delinquent  and  at- 
risk  youth  on  a  planned,  coordinated  local  basis.  Programs  funded 
through  the  Act  have  proven  their  effectiveness  in  bringing  about  much 
needed  change  in  the  Juvenile  justice  system  and  in  preventing  delinquent 
behavior  and  combating  recidivism.  The  JJDP  Act  is  reform  legislation. 
While  progress  in  achieving  the  goals  of  reform  has  been  made,  much  Is 
left  to  be  done.  We  ask  you  to  give  us  the  means  to  do  what  still  needs 
to  be  done.  We  urge  you  to  Increase  the  funding  for  the  Formula  Grants 
Programs  under  Title  II  of  the  JJDP  Act  to  $150  million,  the  total  amount 
authorized  for  funding  Parts  A,  B,  and  C  of  Title  II. 

MEETING  THE  MANDATES 

When  the  Juvenile  Justice  and  Delinquency  Prevention  Act  became  law 
twenty  years  ago,  its  focus  was  on  both  system  reform  and  delinquency 
prevention.  In  requiring  that  the  states  meet  certain  system  reform 
goals  (mandates)  of  the  Act,  Congress  recognized  that,  while  protecting 
our  communities,  system  reform  was  essential  if  justice  for  juveniles 
were  to  be  a  reality.  As  mandates  of  the  Act,  Congress  requires  that: 

*  status  offenders  be  removed  from  secure  facilities  (DSO) 

*  juveniles  be  separated  from  adults  in  secure  facilities,  jails,  and 
lock-ups  (Sight  and  Sound  Separation) 

*  juveniles  be  removed  from  jails,  lock-ups  and  other  adult  facilities 
(Jail  Removal) 

*  overrepresentation  of  minority  children  in  the  juvenile  justice 
system  be  addressed  and  reduced  (Overrepresentation) 

With  funding  under  the  JJDP  Act,  the  states  have  had  notable  success  in 
achieving  compliance  with  the  DSO,  Sight  and  Sound  Separation  and  Jail 
Removal  mandates.  There  are  several  states  which  still  need  funding  to 
achieve  full  compliance  with  these  three  mandates.  Others  who  are 
presently  in  compliance  still  must  spend  appreciable  percentages  of  their 
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formula  grants  funds  to  remain  In  compliance.  Colorado,  for  example, 
while  now  in  compliance  with  Jail  Removal,  has  been  in  and  out  of 
compliance  over  the  years.  In  Colorado's  Three  Year  Plan  for  FY  94-96, 
it  anticipates  spending  $140,000  to  continue  work  in  maintaining 
compliance  with  jail  removal  as  well  as  an  additional  $100,000  for 
monitoring  compliance  with  all  the  mandates  of  the  Act,  These  amounts 
represent  almost  one-third  of  the  total  formula  grants  funds  the  state 

will  receive  -  money  that  must  be  spent  only  to  deal  with  mandate 

compliance  matters! 

The  states  which  are  not  in  full  compliance  must  spend  their  formula 
grant  allocation  in  achieving  compliance.  They  have  nothing  lefb  to 
spend  on  delinquency  prevention.  He  need  increased  funding  of  the  Title 
II  formula  grants  programs  to  allow  us  to  continue  to  press  for 
attainment  of  the  DSO,  Sight  and  Sound  Separation  and  Jail  Removal. 
Without , federal  leadership  and  funding,  momentum  will  be  lost.  If  there 
were  not  sufficient  federal  funds  to  allow  the  states  to  monitor 
compliance  as  well  as  to  provide  funds  to  local  communities  to  help  them 
come  into,  and  remain  in,  compliance,  the  progress  that  has  ber.-n  made 
will  most  certainly  be  eroded. 

Most  states  have  only  begun  to  wrestle  with  the  enormity  of  the  task  of 
assessing  and  addressing  the  fourth  mandate--  the  overrepresentation  of 
children  of  color  In  the  juvenile  justice  system.  Many  have  only 
recently  completed  the  task  of  assessing  the  nature  and  extent  of  the 
problem  of  overrepresentation  through  data  collection.  Some  states  that 
have  gone  through  this  initial  step  of  data  collection  have  found  that 
the  data  was  difficult  to  collate  because  of  flaws  and  gaps  in  overall 
juvenile  justice  data  collection  in  the  states.  Money  will  have  to  be 
spent  just  to  rectify  the  problems  in  data  collection,  and  more  will  be 
needed  to  enable  the  states  and  territories  to  come  into  compliance  with 
the  Overrepresentation  mandate.  Even  those  who  are  in  complete 
compliance  with  the  other  mandates  of  the  Act  will  have  to  use  a 
substantial  portion  of  their  formula  grant  dollars  to  proceed  with  the 
task  of  developing  methods  and  programs  to  reduce  and  eliminate  the 
problem  of  overrepresentation. 

BEYOND  THE  MANDATES 

In  addition  to  requiring  compli  nee  with  the  four  mandates  of  the  Act, 
Congress,  in  the  1992  reauthorization  of  the  Act,  has  required  the  State 
Advisory  Groups  to  review  and  address  other  important  matters.  It  has 
asked  that  the  SAGs  look  at  such  matters  as  gender-specific  programs  for 
girls,  at  delinquency  prevention  treatment  services  in  rural  areas,  and 
at  mental  health  services  for  juveniles.  The  effort  Congress  requires  of 
SAGS  in  these  emerging  issues  in  juvenile  justice  is  to  analyze  problems, 
create  consensus  in  the  States  regarding  solutions  and  fashion  and  fund 
innovative  techniques  to  achieve  results.  The  effort  Congress  demands 
requires  a  fiscal  commitment.  For  example,  we  know  that  there  are  yry 
few  programs  and  services  for  girls  in  the  juvenile  justice  system, 
Virginia  has  analyzed  this  problem  and  found  gender-specific  services  to 
be  lacking.  Only  one  of  its  four  state-operated  group  homes  accommodates 
females,  and  that  has  a  maximum  capacity  of  four.  It  has  few  community 
programs  specifically  designed  to  meet  tlie  needs  of  female  offenders  in  a 
state  where  the  number  of  arrests  of  females  for  serious  offenses  is 
increasing.  Few  states  have  any  funds  available  to  develop  gender 
specific  programs,,  or  to  provide  programming  to  meet  mental  health  needs 
or  develop  delinquency  prevention  services  In  rural  areas.  As  Virginia 
has  said  in  its  FY  1994  Three  Year  Plan  "Ijjustice  is  determined  by 
geography  on  many  levels."  In  Virginia,  and  most  other  states,  there  are 
few  services  and  programs  available  to  delinquent  and  at-risk  youth  in  - 
rural  areas. 

The  policies  of  the  JJDP  Act  speak  strongly  to  the  need  for  prevention, 
yet  a  substantial  portion  of  the  formula  grants  funds  still  go  to  mandate 
compliance  efforts.  Little  is  left  for  state-wide  prevention 
initiatives.  That  few  dollars  are  available  to  meet  ever-increasing 
needs  for  prevention  and  intervention  is  apparent  if  we  consider  the 
total  formula  grant  funds  available  to  most  states.  Even  with  the 
increases  in  formula  grant  funds  proposed  in  the  Administration's  FY  1995 
budget,  eighteen  states  would  receive  only  $600,000.  Eleven  more  would 
receive  amounts  ranging  from  just  a  little  more  than  $600,000  to  less 
than  a  $1  million.  Realistically  speaking,  this  is  very  little  money  to 
address  a  broad  range  of  significant  issues. 


1026 


-1 


Congress  recognizes  that  prevention  is  more  cost  effective  than 
incarceration.  Members  of  Congress  have  noted  that  while  the  United 
States  has  a  higher  incarceration  rate  than  any  country  in  the  world,  yet 
that  high  rate  has  produced  no  appreciable  reduction  in  crime.  Equally 
acknowledged  is  the  fact  that  prevention  and  Intervention  programs  and 
services  do  keep  children  out  of  trouble  and  reduce  recidivism  rates  for 
those  already  In  trouble.  There  are  many  such  programs  funded  with 

formula  grants  dollars  -  the  Juvenile  Intervention  Project  in  Colorado, 

a  training  program  for  sheriff's  officers,  which  resulted  in  an  immediate 
decrease  in  juvenile  arrests  and  detentions;  the  Rites  of  Passage 
project  in  Iowa,  providing  tutoring,  mentoring,  crisis  Intervention,  and 
Individual  and  family  counseling  for  middle  school  African-American  males 
from  high-risk  situations,  which  has  resulted  in  significant  improvement 
in  participants'  academic  performance  and  family  lives,  and  Project  HELP 
in  North  Carolina,  a  program  concentrating  on  prevention  whose  at-risk 
participants  have  not  gone  on  to  become  involved  in  the  juvenile  justice 
system. 

We  know  that  where  the  states  and  local  governments  have  used  formula 
grants  to  funds  programs  this  money  is  most  often  vsed  as  "seed  money," 
and  the  successful  programs  funded  by  the  feder-'  uollars  are  thereafter 
funded  by  state  and  local  governments,  often  in  ■rooperatlon  with  private 
agencies.  The  Project  HELP  program  in  North  Carolina  and  the  Girls 
Outreach  Program  In  Virginia,  both  originally  funvied  with  federal  dollars 
and  now  supported  locally,  are  two  examples.  Another  significant  example 
is  found  in  Michigan  where  the  Regional  Detention  Support  Services 
program,  which  provides  non-secure  holdover  sites  for  juveniles  in  64 
Michgan  counties  which  don't  have  a  juvenile  detention  center,  was 
originally  funded  through  formula  grants  dollars  and  has  been  fully 
locally  supported  since  1989.  We  know  that  prevention  and  intervention 
work;  we  know  which  programs  work  best;  wa  don’t  begin  to  hava  the  money 
OifcCMJArv  to  fund  tha  prooraas  naadad. 


COORDINATED,  COMMUNITY  BASED  PREVENTION 

Extensive  research  has  Identified  many  of  the  factors  which  contribute  to 
juvenile  crime.  The  factors  repeatedly  cited  in  such  studies  as  the 
Office  of  Juvenile  Justice  and  Delinquency  Prevention’s  "Program  of 
Research  on  the  Causes  and  Correlates  of  Delinquency"  are  delinquent  peer 
groups,  poor  school  performance,  high-crime  neighborhoods,  weak  family  ’’ 
attachments,  lack  of  consistent  discipline  and  behavioral  monitoring,  and 
physical  or  sexual  abuse  of  children.  As  experts  in  the  field  of 
juvenile  crime  and  delinquency  prevention  widely  agree  as  to  these  risk 
factors,  there  is  also  wide  consensus  that  the  best  approach  to 
prevention  and  intervention  is  a  comprehensive,  coordinated,  community- 

based  approach  -  the  "three  Cs  approach."  This  approach  was  endorsed 

by  a  the  General  Services  Administration  before  the  Senate  Subcommittee 
on  Governmental  Affairs,  when  that  subcommittee  held  a  hearing  on  youth 
violence  prevention.  The  GAO  representative  stated  that  "...  prevent ing 
youth  violence  in  the  long  term  requires  a  comprehensive,  coordinated  ... 
approach."  Yet,  it  was  acknowledged  that  the  biggest  obstacle  to 
developing  such  an  approach  at  the  local  level  "...  can  be  the  time  and 
personnel  commitment  needed  from  local  service  providers  that  is 
necessary  to  build  and  sustain  multi-agency  cooperative  efforts."  That 
obstacle  can  be  overcome  and  efforts  sustained  with  increased  funding  of 
Title  II  programs  and  the  Title  V  Prevention  programs, 

PART  E  -  STATE  CHALLENGE  ACTIVITIES 

Funds  appropriated  for  Part  E  of  Title  II,  State  Challenge  Activities, 
would  act  effectively  to  supplement  delinquency  prevention  activities  in 
a  coordinated,  effective  way.  This  part  reflects  Congressional  intent  to 
stimulate  funding  to  develop  programs  and  services  for  youth  in  the 
-juvenile  justice  system.  The  areas  deemed  critical  by  Congress  include: 

*  Programs  to  provide  basic  health,  mental  health  and  appropriate 
educational  services  for  youth  in  the  juvenile  justice  system 

*  Right  and  access  to  counsel  for  juveniles  in  the  system 

*  Community-based  alternatives  to  incarceration 
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*  Secure  settings  for  piacenent  of  violent  offenders 

*  Prohibition  of  gender  bias  in  placement  and  treatment 

*  State  ombudsman  for  children,  youth  and  families 

*  Programs  to  remove,  where  appropriate,  status  offenders  from  the 
jurisdiction  of  the  juvenile  court  to  prevent  placement  in  secure 
detention 

*  Alternatives  to  expulsion  and  suspension  from  school 

*  Aftercare  programs  for  juveniles 

*  Coordination  of  program  and  fiscal  policies  for  children  who  have 
emotional  and  behavioral  problems  and  their  families  among  the  major 
child-serving  systems  and  developing  a  statewide  case  review  system 

State  challenge  activities  would  allow  extra  funds  to  be  granted  to  any 
state  which  receives  formula  grant  funds  when  that  state  elects  to 
participate  in  any  of  the  challenge  activates  set  out  in  this  part.  By 
funding  Part  E  at  the  level  set  out  in  the  Administration's  original 
proposed  budget,  $35  million  dollars,  you  will  provide  for  additional, 
community-based  programs  carefully  crafted  to  help  individual  youth  in 
the  juvenile  justice  system,  furthermore,  the  SAGs  in  the  participating 
states  will  be  able  to  increase  their  funding  of  prevention  and 
intervention  programs  and  those  funds  will  be  channeled  through  a 
structure  with  long  experience  in  supporting  comprehensive  and 
coordinated  delinquency  prevention  and  intervention  programs. 
Unfortunately,  the  Department'  of  Justice  (DOJ)  now  proposes  to  eliminate 
$30  million  of  the  budgeted  $35  million  funding  for  Part  E.  This  attempt 
by  DOJ  to  virtually  eliminate  funding  of  Part  E  is  a  disappointing  step 
backwards,  and  it  threatens  to  frustrate  and  undermine  the  intent  of 
Congress  to  stimulate  funding  in  emerging  priority  areas  of  juvenile 
justice . 


TITLE  V  -  LOCAL  PREVENTION 

Title  V  of  the  JJDP  Act  is  one  of  Congress’  most  slgnficant  initiatives 
in  delinquency  prevention  since  the  passage  of  the  Act  itself.  In 
adopting  Title  V,  Congress  found  that  Federal  Incentives  are  needed  to 
"assist  States  and  local  communities  in  mobilizing  delinquency  prevention 
policies  and  programs," 

Title  V  provides  for  grants  to  local  governments  for  "front  end" 
prevention  programs  --  programs  involving  such  things  as  recreation 
services,  tutoring  and  remedial  education  and  alcohol  and  substance  abuse 
prevention.  It  provides  sorely  needed  prevention  funds  to  supplement  the 
meager  funds  left  for  delinquency  prevention  In  the  states  through  the 
formula  grant  program  of  Part  B,  Title  II,  It  involves  community  leaders 
in  analyzing  local  problems  and  determining  appropriate  local  approaches 
to  prevention.  It  enhances  the  coordinated  effort  urged  by  the  GAO  by 
requiring  that  the  grants  be  transmitted  through  the  State  Advisory 
Groups.  The  SAGs  are  the  only  entitles  that  are  required  to  produce,  on 
the  state  level,  a  three-year  plan  assessing  and  addressing  the  needs  of 
the  juvenile  justice  system  and  delinquency  prevention.  The  provision 
involving  the  SAGs  in  the  Title  V  prevention  activities  allows  for  the 
much  needed  coordination  of  effort.  It  ensures  that  communities  are 
ready  and  good  programs  will  be  funded,  without  wasteful  duplication  of 
effort,  and  that  monies  will  help  children  and  reduce  crime. 

The  Department  of  Justice  now  proposes  to  reduce  the  Administration's 
original  F¥  *95  appropriation  request  for  Title  V  from  $30  million  to  $25 
million.  Like  the  proposed  reduction  in  Title  II,  Part  E  funding,  this 
request  is  not  in  our  nation's  best  interests.  It  would,  again  reduce 
funds  available  for  the  only  truly  focused,  coordinated  federally  funded 
effort  in  delinquency  prevention.  We  urge  you  to  fund  Title  V  at  at  not 
less  than  $30  million. 

In  conclusion,  Hr,  Chairman,  I  again  urge  you  to  fund  Title  II  and  Title 
V  at  the  levels  I  have  discussed.  The  JJDP  Act  has  provided  the 
foundation  for  funding  comprehensive,  coordinated,  community-  based, 
effective  programs  for  children.  It  has  provided  the  "seed  money"  for 
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developing  programs  whicn  demonstrate  success  and  are  then  allowed  to 
continue  that  success  when  states  and  local  communities  and  agencies  step 
In  to  provide  further  funding.  It  has  provided  for  coordination  of 
effort  rather  than  duplication  of  effort.  It  has  allowed  a  truly 
effective  federal/atate/local  partnership  to  develop.  Please  allow  this 
partnership  to  flourish  and  grow.  Generous  funding  of  this  Act  will  help 
the  states  and  territories  meet  the  goals,  and  burdens.  Congress  has 
placed  on  them.  Most  of  all  ,  while  keeping  our  communities  safe.  It 
will  help  our  children. 

Thank  you. 


STATEMENT  OF  GERALD  M.  MAY,  ASSISTANT  DIRECTOR,  NATIONAL 
LEGISLATIVE  COMMISSION,  THE  AMERICAN  LEGION 

Mr.  Chairman  and  Members  of  the  Subcommittee: 

The  American  Legion  Is  grateful  for  this  opportunity  to  testify 
before  the  Committee.  For  several  years  in  the  recent  past  the  Legion 
has  written  your  committee  in  support  of  the  Office  of  Juvenile 
Justice  and  Delinquency  Prevention  and  solicited  your  continued 
suppoi^t  for  their  efforts,  Initiatives  and  needed  resources.  Vou  have 
responded  with  reason,  understanding  and  generosity.  We  again  ask 
your  forbearance  for  yet  another  year. 

The  challenges  facing  OJJOP  are  crucial  and  are  becoming  more 
acute  as  each  year  passes.  Hot  because  they  have  not  been  supported 
by  all  of  us;  but  because  the  magnitude  of  lawlessness  and  viciousness 
of  crime  has  multiplied. 

Over  the  last  three  decades  violent  crime  has  Increased  by  more 
than  500  percent.  America  leads  the  industrialized  world  in  rates  of 
murder,  rape  and  violent  crime.  Nearly  three  out  of  every  four 
convicted  criminals  are  not  incarcerated.  Fewer  than  one  in  ten 
serious  crimes  results  in  Imprisonment. 

According  to  a  recent  Department  of  Justice  report  on  nationwide 
crime,  a  murder  occurs  every  24  minutes,  a  forcible  rape  every  six 
minutes,  a  robbery  every  55  seconds,  an  aggravated  assault  every  33 
seconds,  and  a  burglary  every  10  seconds. 

The  American  Legion  Is  seriously  concerned  about  the  recent  high 
levels  of  violent  crime  committed  by  juveniles  in  this  nation.  While 
juveniles  account  for  approximately  35  percent  of  our  population,  they 
account  for  better  than  50  percent  of  serious  crimes  as  reported  by 
the  FBI  Uniform  Crime  Reports. 

During  one  typical  day  in  the  lives  of  American  children,  the 
FBI  reports  Indicate  2  children  younger  than  age  5  are  murdered,  248 
children  are  arrested  for  drug  abuse,  and  427  children  are  arrested 
for  alcohol  abuse  or  drunk  driving.  In  1991  one  out  of  every  four 
Americans  arrested  was  a  teenager.  In  that  year  approximately  2.7 
million  American  youths  age  10  to  19  were  arrested  and  a  growing 
number  are  spending  time  in  jail.  The  juvenile  arrest  rate  for  murder 
has  doubled  between  1978  and  1990.  For  the  same  period  we  have  seen 
juvenile  arrests  for  aggravated  assault  increase  by  two-thirds,  the 
juvenile  arresit  rate  for  weapons  law  violations  increase  by  60 
percent,  and  the  juvenile  arrest  rate  for  rape  increase  by  almost  40 
percent. 

I'm  sure  that  myself  and  other  witnesses  could  go  on  with  more 
statistics  to  corroborate,  if  that  is  necessary,  that  crime,  and 
juvenile  involvement  in  lawlessness  are  out  of  control.  So  much  so 
that  it  is  beyond  the  power  of  many  parents  and  guardians  to  stop  the 
carnage. 

For  its  part.  The  American  Legion  continues  to  try  to  mold  the 
minds  of  young  people,  serve  as  role  models  for  their  energies,  and 
challenge  them  educationally,  physically  and  spiritually. 


1029 


Sinc«  our  beginning.  The  American  Legion  haa  actively  voiced 
concerns  related  to  the  care,  welfare,  and  education  of  our  Nation's 
children  and  youth.  As  early  as  Noveiiber  1919,  we  asked  local  Posts 
to  aid  the  widows  and  children  of  our  deceased  comrades. 

Throughout  the  decades  that  followed.  The  American  Legion  has 
become  a  strong  advocate  for  children's  rights  and  remains  at  the 
forefront  of  efforts  in  behalf  of  children.  our  early  years  were 
devoted  to  progressive  child  care  and  protection  programs.  Through 
the  efforts  of  The  American  Legion,  the  American  Legion  Auxiliary  and 
the  ^ons  of  the  American  Legion,  many  states  and  communities  have  been 
urged  to  improve  their  Child  Welfare  provisions. 

He  have  asked  states  to  change  from  an  institutional  approach  in 
handling  children  to  that  of  keeping  them  at  home  with  their 
families.  This  ultimately  gave  rise  to  a  nationwide  movement  toward 
family  care  of  dependent  and  neglected  children,  and  led  to  the 
passage  of  Mother's  Aid  and  Mother's  Pension  lavs,  and  to  the  Aid  to 
Dependent  Children  provisions  of  the  Federal  Social  Security  Act. 

An  early  study,  conducted  by  the  Legion  in  several  States, 
reviewed  the  laws  regulating  adoption  within  those  states.  Our 
efforts  led,  in  many  cases,  to  the  introduction  and  passage  of  an 
adoption  law  protecting  both  the  child  and  the  adoptive  parent. 

As  a  result  of  other  studies  The  American  Legion  urged  state 
legislation  to  require  doctors  and  hospitals  to  report  suspected  cases 
of  child  abuse.  He  advocate  a  national  safety  campaign  each  year  for 
Halloween,  and  we  actively  lobby  for  the  National  Family  Week 
proclamation  each  year. 

A  more  substantive  and  lasting  contribution  is  represented  by 
our  monetary  support  of  our  Legion-unique  Temporary  Financial 
Assistance  program.  This  program  has  been  in  operation  since  1925, 
and  has  provided  over  two  and  one  half  million  dollars  to  needy 
veterans  families  whose  children  are  in  urgent  need  of  financial 
support.  Last  year  the  TFA  program  aided  2,182  children  with  over 
$398,000.00. 

In  1992  our  posts  and  units  contributed  more  than  $37  million  to  help 
nearly  2.6  million  children.  The  funds  went  to  support  Temporary 
Financial  Assistance  needs,  the  Child  Welfare  Foundation  of  the  Legion 
and  donations  to  other  child  serving  agencies,  both  inside  and  outside 
The  American  Legion.  In  1993  our  posts  and  units  contributed  nearly 
$31  million  to  help  even  more  children  than  the  previous  year.  The 
figures  are  not  in  yet  for  this  year  but  I  can  say  our  support  has  not 
wavered  even  though  we  are  experiencing  "leaner"  times  and  have  had  to 
find  ways  to  make  our  dollars  go  further. 

The  American  Legion  has  and  will  do  everything  possible  to 
perpetuate  'A  SQUARE  DEAL  FOR  EVERY  CHILD'.  This  remains  our  ultimate 
goal  and  the  challenge  for  the  years  ahead.  To  attain  this  goal.  The 
American  Legion,  in  1915,  adopted  the  "Whole  Child"  plan  which  states: 
"every  child  should  have  a  home,  health,  education,  character  and 
opportunity."  Its  foundation  is  based  on  three  guiding  principles. 
The  first  is  to  strengthen  the  family  unit  against  the  forces  of 
today's  complex  society.  It  recognizes  that  the  most  normal 
environment  for  children  is  at  home  with  their  own  parents.  The 
second  principle  is  to  extend  support  to  sound  organizations  and 
facilities  that  provide  services  for  children  and  youth.  Always 
acting  in  a  supplementary  capacity,  rather  than  duplicating  the 
efforts  of  existing  agencies.  And  the  third,  is  to  maintain  a 
well-rounded  program  that  meets  the  physical,  intellectual,  emotional 
and  spiritual  needs  of  today's  young  people. 

To  date  there  exists  no  area  of  child  welfare  that  has  gone 
untouched  by  the  collective  hand  of  the  American  Legion. 

The  American  Legion  membership  has  done  its  best  to  serve  as  role 
models  for  todays  young  people.  But  no  matter  how  hard  we  try,  no 
matter  how  much  money  we  donate  to  programs,  and  no  matter  how  much 
structure  and  inspiration  wo  impart  to  young  people,  our  words  and  our 
ways  will  not  reach  some. 
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Huaerous  government-supported  institutions  nationwide, 
specifically  schools  and  housing  developments,  are  experiencing 
increasing  serious,  violent  acts  of  crime  and  criminal  damage  and 
spend  in  excess  of  $500  million  annually  in  restitution  for  acts  of 
vandalism.  The  impact  of  violence  and  vandalism  affects  not  only  the 
morale  of  students,  teachers,  administrators,  local  government 
officials  and  parents,  but  it  impedes  educational  advancement  and 
fosters  and  perpetuates  patterns  of  deviancy.  Violence  and  vandalism 
in  the  nation's  institutions  result  In  enormous  loss  of  educational 
and  domestic  resources  and  human  potential,  and  contribute  to  the  high 
rates  of  juvenile  delinquency  within  the  United  States. 

Most  of  us  would  agree,  crime  is  a  direct  result  of  our  current 
economic  conditions,  unemployment,  a  lack  of  conscience  and  a  general 
moral  decline.  But  in  a  vast  majority  of  cases,  the  overriding  factor 
is  the  lack  of  accountability,  both  by  parents  and  youth.  This 
overall  failure  to  accept  responsibility  for  their  actions  and  be 
accountable  for  the  results  can  be  readily  observed  in  the  behavior  of 
many  of  today's  young  people  who  end  up  being  arrested,  charged  and 
sentenced  for  wanton  criminal  acts. 

According  to  the  Office  of  Juvenile  Justice  and  Delinquency 
Prevention,  the  process  necessary  to  reverse  national  trends  in 
juvenile  violence,  juvenile  victimization  and  family  disintegration 
will  require  both  a  change  in  national  priorities  and  an  unprecedented 
commitment  by  public  and  private  agencies,  institutions,  organizations 
and  individuals. 

Toward  this  end,  the  OJJDP  developed  a  Comprehensive  Strategy  to 
address  serious,  violent  and  chronic  delinquency.  The  strategy  is 
based  on  ODDJP's  continuing  review  and  evaluation  of  data  and  focuses 
on  promising  approaches  in  the  core  institutions  of  our  society. 

The  more  formidable  challenge  is  how  to  keep  young  people  from 
ever  falling  into  the  criminal  justice  system  in  the  first  place.  The 
bitter  truth  Is  that  many  parents,  schools,  churches  and  communities 
have  side  stepped  their  responsibilities  and  passed  them  off  to 
government.  But  the  government  cannot  do  a  parental  and  community  job 
for  them. 

As  time  has  passed  the  problem  of  juvenile  involvement  in  crime 
has  grown  worse.  We  have  a  dilemma.  Violent  crime  and  juvenile 
involvement  in  it  has  caused  a  justifiable  public  outrage  in  American 
society.  People  are  frustrated  and  bitter  that  government  has  'failed 
in  its  responsibility  to  provide  for  the  public  security.  For  its 
part,  the  criminal  element  has  become  more  sophisticated  and  has  found 
ways  to  circumvent  or  simply  assault  preventive  methods. 

One  solution  is  the  Singaporean  concept  of  corporal  punishment. 
It  is  swift,  decisive  and  very  public.  The  American  people  want  to 
see  a  responsive  and  decisive  penalty  exacted  against  those  who  prey 
on  society.  However,  neither  our  traditional  American  justice  system 
nor  our  value  system  are  ready  to  accept  either  the  dramatic  increase 
in  violence  or  an  authoritarian  brand  of  discipline. 

The  responsible  middle  ground  for  now  is  the  Comprehensive 
Strategy  of  the  Office  f  Juvenile  Justice  and  Delinquency 
Prevention.  The  Legion  believes  the  five  key  principles  advocated  by 
the  Strategy  for  preventing  and  reducing  at-risk  behavior  and  serious 
or  violent  delinquency  are  justifiable.  However,  it  requires 
commitment  of  both  will  power  to  institute  it  and  resources  to  fund 
it.  The  FY  1995  OJJDP  approach  involves  participation  by  parents  and 
community  leaders  in  a  timely  and  positive  way.  The  focus  must  be  on 
the  locality  that  is  most  affected  by  the  juvenile  crimes.  Each 
community  has  some  unique  solutions  to  their  juvenile  crime  problems. 
They  should  be  encouraged  to  share  their  answers  with  one  another. 
The  OJJDP  can  facilitate  this  through  community-based  activities  that 
provide  services  in  secure  environments.  Above  all,  the  family  must 
participate.  Individual  traits  such  as  discipline,  structure, 
character,  self-respect,  responsibility,  teamwork,  healthy  lifestyles 
and  accountability  must  prevail. 


1031 


Hr.  Chairnan,  within  tha  last  aonth  the  Carnegie  Corporrcion  of 
Hew  York  released  the  results  of  a  study  which  addressed  ne^^ting  the 
needs  of  our  youngest  children.  In  that  report  they  concl'^de  that  a 
supportive  conmunity,  neighborhood,  religious,  ethnic,  or  political 
groups  have  been  historically  instruaental  in  fostering  deveir»njri>nt  of 
a  healthy  environment.  However,  in  the  last  three  decades  the  change 
in  patterns  of  inter-relationships  between  children  and  *-neir  parents 
has  been  dramatically  transformed.  Mothers  are  home  less,  fathers 
spend  less  time  with  their  children  and  young  people  are  increasingly 
placed  in  the  care  and  tutoring  of  child  care  centers,  schools  or  city 
streets,  all  of  which  operate  with  Inconsistent  levels  of  supervision 
and  nanagenent. 

Findin;s  of  a  recently  completed  Department  of  Defense  effort, 
The  1993  Youth  Attitude  Tracking  Study,  summarized  trends  of  youth 
interest  in  serving  in  the  military  forces  of  the  United  States.  A 
disturbing  finding  by  the  study  is  that  attrition  among  recruits  has 
increased  and  is  owed  to  lower  quality,  less  committed  recruits. 

With  study  results  like  these,  and  many  others  that  have  not  been 
mentioned  here,  is  it  any  wonder  we  have  increased  juvenile  problems? 
If  we  are  to  preserve  the  principles,  attitudes,  values  and  beliefs  of 
our  society,  we  must  ensure  older  generations  are  replaced  by 
adequately  prepared  younger  generations.  The  Office  of  Juvenile 
Justice  and  Delinquency  Prevention  doesn't  have  all  the  answers  but 
has  a  head  start  on  seeking  solutions.  The  FY  1994  appropriation  to 
this  office  provided  the  necssary  impetus  to  begin  finding 
combinations  of  programs  that  hold  promise.  But  the  Office  cannot  do 
it  all  by  themselves.  They  need  the  cooperation  of  parents, 
communities,  organizations  like  The  American  Legion,  and  most  of  all, 
this  Committee  and  the  Congress. 

The  FY  1995  President's  budget  request  will  go  a  long  way  toward 
finding  civilized  remedies  to  America's  juvenile  justice  problem.  To 
appropriate  less  will  mean  we  can  expect  fewer  solutions  to  this 
growing  crisis.  The  American  Legion  urges  you  to  approve  the 
President's  budget  for  this  crucial  office  that  holds  the  keys  to  the 
door  of  America's  future. 


DEPARTMENT’  OF  STATE 

STATEMENT  OF  JOHN  B.  ANDERSON,  PRESIDENT,  WORLD  FEDERALIST 

ASSOCIATION 

The  World  Federalist  Association  adds  its  voice  to  the  call  for  full  and  on-schedule 
payment  of  U.S.  dues  to  the  United  Nations.  Recent  polls  show  a  high  level  of  public  support 
for  the  United  Nations.  On  April  2,  1994,  The  New  York  Times  reported  its  finding  that 
Americans  feel,  by  a  59  to  31  percent  majority,  that  the  United  States  "has  a  responsibility  to 
contribute  military  troops  to  enforce  peace  plans  in  trouble  spots  around  the  world  when  it  is 
asked  by  the  United  Nations.”  That  same  week,  a  University  of  Maryland  Program  on 
International  Policy  Attitudes  poll  revealed  that,  by  a  61%-35%  margin,  Americans  support 
U.N.  peacekeeping  funded  through  the  defense  budget. 

While  the  U.N.  has  drawn  criticism  for  problems  in  Bosnia  and  Somalia,  little  heed  has 
been  paid  to  its  great  successes:  in  Namibia,  in  El  Salvador,  in  Cambodia,  ar^  other  places. 
Although  recent  attention  has  focussed  on  peacekeeping,  we  should  note  that  the  U.N.  is  iht 
leading  organization  responsible  for  assisting  refugees,  protecting  the  global  environment, 
immunizing  children  against  deadly  diseases,  and  other  crucial  social  questions. 

What  is  the  price  we  pay  for  such  services?  Douglas  Bennet  describes  "...  a  price  per 
capita  for  us,  for  everything  from  blue  helmets  for  peacekeepers  to  polio  vaccines  for  babies, 
of  1^  than  $7  a  yew."  Compared  to  the  $264  billion  U.S.  military  budget,  this  is  a  small  price 
fw  international  actions  which  prevent  the  disruption  of  economic  activities,  the  mass  migration 
of  refugees,  the  proliferation  of  weapons,  and  other  conflicts  which  affect  U.S.  interests. 
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The  end  of  ihe  Cold  War  has  given  us  an  opportunity  to  reshape  the  abilities  of  the 
United  Nations.  Yet  this  niomcnt  could  disappear  quickly.  The  U.N.  is  currently  crippled  by 
underfunding  and  is  unable  to  effectively  carry  out  the  responsibilities  which  the  international 
community  has  thrust  upon  it. 

The  U.S.  has  the  ability  to  change  this,  to  lead  in  forging  a  competent  U.N.,  capable  of 
maintaining  international  peace  and  security.  The  State  Dq)artmenl  Authorization  bill  moved 
us  in  this  direction  by  authorizing  payment  of  our  treaty  obligations  to  the  U.N.  However,  the 
bill's  provisions  to  withhold  certain  percei.tages  of  our  dues  are  a  dangerous,  counterproductive 
move.  Not  meeting  our  own  treaty  (^ligations  undermines  our  credibility  in  objecting  to  actions 
of  Iraq  or  Libya  which  violate  U.N.  authority  or  international  treaty  law. 

The  U.S.  should  take  a  strong,  positive  stance,  paying  up  our  current  dues  and 
arrearages.  Without  our  leadership,  the  U.N.  cannot  fulfill  the  ideals  of  its  Charter.  Without 
an  effective  U.N.,  we  will  bear  the  consequences  of  international  chaos  in  growing  isolation. 


RELATED  AGENCIES 

STATEMENT  OF  THE  AMERICAN  ASSOCIATION  OF  NURSERYMEN 

Mr.  Chairman,  and  Members  of  the  Subcommittee,  the  American 
Association  of  Nurserymen  (AAN)  welcomes  this  opportunity  to 
present  the  nursery  and  landscape  industry's  views  regarding  the 
need  for  FYSS  funding  for  the  Small  Business  Administration's 
tree  planting  initiative,  known  as  the  National  Small  Business 
Tree  Planting  Program. 


BACKGROUND 

Founded  in  1875,  the  American  Association  of  Nurserymen  (AAN)  is 
the  national  trade  organization  of  the  nursery  industry.  We 
directly  represent  2,300  nursery  growers,  landscape 
professionals,  garden  center  retailers,  and  horticultural 
distributors.  AAN  represents  an  additional  16,000  small 
businesses  and  family  farms  through  the  membership  of  the  state 
and  regional  nursery/landscape  associations. 

This  testimony  also  represents  the  views  of  the  Associated 
Landscape  Contractors  of  America  (ALCA)  and  its  1,100  landscape 
contractor  members,  as  well  as  the  Garden  Centers  of  America, 
the  National  Landscape  Association,  and  the  Wholesale  Nursery 
Growers  of  America. 

ECONOMIC  IMPACT  OF  NURSERY  AND  LANDSCAPE  INDUSTRY 

According  to  USDA's  Economic  Research  Service  (ERS) ,  the  nursery 
and  greenhouse  industry  continues  to  outpace  other  agricultural 
sectors.  Nursery  and  greenhouse  crops  totaled  $9.0  billion  in 
grower  cash  receipts  in  1993  —  representing  nearly  11  perc.int 
of  the  total  cash  receipts  for  all  U.S.  farm  crops. 

Nursery  and  greenhouse  crops  in  1991  ranked  6th  in  total  grower 
cash  receipts  among  all  farm  commodities  --  --  ahead  of  such 
major  crops  as  wheat,  cotton,  tobacco,  peanuts,  sugar  or  rice. 
And,  unlike  so  many  other  agricultural  segments,  the  nursery 
industry  does  not  receive  —  and  does  not  want  --  any  federal 
subsidies  or  similar  support.  MursqgY  and. qrg$J\ll9U8^.  .grQB 

yroduction  ranKa  in-thg  top  tiYj.ftqricuiturtti  ggnaoditieg  In  23 
states  and  inthfl_tQD  10  in  42_atates  —  including  all  of  the 
states  represented  bv  the  Members  of  this  Subcommittee  --  West 
Virginia,  Iowa,  Kentucky,  Michigan,  Viroinia,  Colorado,  North 
Carolina  and  Arizona.  ERS  expects  retail  consumer  expenditures 
for  nursery  and  greenhouse  products  to  total  an  estimated  $40.4 
billion  in  1994. 
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NATIONAL  SMALL  BUSINESS  TREE  PIAMTING  PROGRAM  IS  A  SUCCESS 

Thanks  to  the  leadership  of  Representative  Neal  Smith,  the 
National  Snail  Business  Tree  Planting  Program  was  enacted  In 
1990.  It  authorized  the  U.S.  Snail  Business  Administration 
(SBA)  to  provide  grants  to  state  and  local  governments  for 
contracting  with  snail  businesses  to  plant  trees  on  land  owned 
or  controlled  by  those  governments.  We  genuinely  appreciate  the 
FY91-FV94  appropriations  approved  by  Congress,  and  the 
well-founded  faith  that  this  Committee  has  had  in  the  National 
Small  Business  Tree  Planting  Program. 

In  its  short  existence,  the  National  Small  Business  Tree 
Plantlaq  P-ragram.. has. proven  t<?  he  an  unhrldUd  swcggggr  we 

believe  this  is  due  In  no  small  part  to  the  program's  overall 
implenentatlon  by  SBA.  The  nursery  and  landscape  Industry  truly 
appreciates  the  cooperative,  effective  and  efficient  manner  by 
which  SBA  has  administered  the  program  fron  its  very  Inception. 

Continued  funding  for  the  National  Small  Business  Tree  Planting 
Program  is  an  investment  —  an  effective  investment  in  the  small 
businesses  of  this  country,  and  a  significant  investment  in 
America's  natural  environment.  Rarely  is  there  a  federal 
program  which  generates  such  a  high  ratio  of  contributed  dollars 
to  federal  dollars  as  does  this  program:  $1.47  in  contributed 
funds  for  each  Si. 00  in  federal  appropriations.  Since  its 
enactment  in  1990,  Congress  has  appropriated  $59.8  million  for 
this  program.  Yet,  what  is  most  significant  is  that  contributed 
funds  have  added  another  $88  nlllion  for  a  program  total  of 
$147.8  nlllion. 

Unfortunately,  the  Bush  Administration  apparently  believed  that 
a  tree  planting  program  was  not  an  ideal  fit  in  the  overall 
thrust  of  SBA's  program  menu.  However,  as  we  stated  in 
testimony  before  this  Subcommittee  last  year,  encouraging  and 
spurring  investment  in  this  nation's  legion  of  small  businesses 
is  an  integral  part  of  SBA's  mission.  Small  businesses  are  the 
backbone  of  this  nation's  economy.  We  believe  stronalv  that  the 
National  Small  Business  Tree  Planting  Program  continues  to  be  an 
apprQPrl?it^  ^nd  golid  pr^ggam  fgiC-gPA  tQ.  adiqinlstgr. 

We  were  pleased  that  the  Clinton  Administration's  first  proposed 
budget  (Fy94}  contained  funding  for  the  National  Small  Business 
Tree  Planting  Program.  In  fact.  Congress  saw  the  value  in  this 
program  and  appropriated  $18  million  for  FY94.  You  can  perhaps 
understand,  then,  our  deep  disappointment  that  despite  being  the 
first  Administration  to  propose  funding  for  the  SBA  tree 
Planting  iriitlatiyjBj„the  CiintQn .  Adniniatratipn.has  .sliminated 
Xundiaa.  in .its,  proppaed  rYSS-budgati _ This  is, very  disconcerting 

especially  for  an  Administration  which  has  often  publicly  stated 

its  guppprt  fpr  gwail  bu?in^sg  initiativ^gi  pyhiig-priy.ate 
partnerships,  and  improvements  to  the  enyironment. 


THE  NATIONAL  SMALL  BUSINESS  TREE  PLANTING  PROGRAM  IS  A 
PUBLIC--PRIVAT&  PARTNJSRgHIP  MQPSL.J^F  CQQPEBATIQN 

As  noted  earlier,  we  attribute  much  of  the  program's  success  to 
the  simple  and  straightforward  manner  by  which  SBA  has 
consistently  administered  it.  It  is  a  program  that  works  well 
because  SBA  has  seen  to  it  that  this  program  not  become 
bureaucratized.  SBA  has  worked  well  with  the  state  foresters 
who  have  generally  been  charged  with  implementing  this  program 
at  the  state  level. 

It  ir  also  important  to  note  that  since  the  National  Small 
Business  Tree  Planting  Program  was  enacted,  an  unanticipated 
dividend  has  been  that  the  level  of  cooperation  among  the  state 
foresters  and  the  nursery/ landscape  industry  has  increased 
substantially  and,  perhaps,  has  never  been  stronger.  We  view 
the  National, Snall_Bu8iness_ Tree  Planting  Program  as  a  genuine 
model  of  cooperation  among  the  federal,  state  and  local  levelfl 
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gr.gQ.YftirDBent_flnd^ private,  indygtry.i _ It.  la  ene  gg  those  rare 

-T  Vin*!  programs  Qf_whlch_CQngrefla__and  the  ori/ate  sector 
can  be  proud  --  .and  the  Adninig.trfl.tipJi-ghould  bsi 


SUPPORT  FOR  FY95  FUt^DING 

During  the  recent  economic  downturn,  the  National  Small  Business. 
Tree  Planting  Program  filled  a  vital  role  in  municipal  and 
county  tree  planting  budgets  which  otherwise  may  have  been 
dramatically  cutback  or  even  eliminated  —  just  when  more  and 
more  officials  and  citizens  were  beginning  to  recognize  that 
mature  trues  are  an  important  tool  in  improving  this  nation's 
environment. 

Trees  provide  positive  environmental  benefits  as  they  clean  the 
air  by  removing  carbon  dioxide,  and  reduce  energy  consumption  by 
providing  cooling  shade.  Trees  reduce  soil  erosion,  and  enhance 
wildlife  habitat.  It  is .iffPggtgnt-tg  K??P  in  vnXXXg 

streetm^sidewalks  and  bridges,  trees  and  landscaping  are  the 

cnlY  ccnpcnentg  cl  urban -inCrflgtructMrc  ttiat-incrgaga  in  y-alufi 

over  time. _ As  a  result  of  the  S BA  program.  831.920  urban  trees 

and  J.5^12Q.336  seedllngs_have  beiSiLPlanted  bv^small  businesses 

cn  qcvcrnHsnt.  landa^. 

The  SBA  program  has  helped  small  businesses  in  the  nursery  and 
landscape  industry  retain  employees  who  might  otherwise  have 
been  lald-off  during  the  economic  do%mturn  of  the  early  90's. 

In  effect,  the  SBA  program  has  performed  double-duty  by 
impacting  upon  both  unskilled  and  professional  workers  --  the 
full  spectrum  of  labor.  SBA.  MtiUfttaff  . that ...134  249  businsagsg 
hflvs  partigipatsd  in  5«^giB . SBA.  trsfl.  planting  pralAgta.  ginsfl 

FY91. 

We  strongly  urge  this  Subcommittee  to  maintain  the  current 
funding  for  the  SBA  tree  planting  initiative  bv  appropriating 
$lg  million  in  rY2.5-Xor-.th9  prograaiL 

Mr.  Chairman,  we  are  gratified  that  this  Committee  and  the 
Congress  recognize  that  the  National  Small  Business  Tree 
Planting  Program  is  both  an  economical  and  environmentally  sound 
investment  in  our  nation's  small  businesses  and  our  natural 
environment. 

Nr.  Chairman,  on  behalf  of  the  nursery  and  landscape  industry, 
we  thank  you  for  the  opportunity  to  present  this  testimony.  We 
look  forward  to  continuing  to  work  with  you  and  the  Members  of 
this  Subcommittee  to  ensure  the  continued  funding  of  the 
successful  SBA-National  Small  Business  Tree  Planting  Program. 


STATEMENT  OF  DORIS  M.  JOHNSON,  PRESIDENT,  VANCOUVER  BOLT 
AND  SUPPLY  INC. 

Mr.  Chairman  and  Members  of  the  Subcommittee,  my  name  is  Doris  Johnson.  I  am 
President  of  Vancouver  Bolt  and  Supply  of  Vancouver,  Washington,  and  I  have  organized 
and  lead  an  informal  coalition  that  seeks  to  support  the  President's  legislative  proposals  for 
prepayment  without  penalty  of  SBA’s  503  loans.  The  total  number  of  Section  503  loans 
involves  200,000  employees.  As  you  know,  changing  the  503  prepayment  penalty  situation 
involves  a  two  step  process:  first,  passage  of  authorizing  legislation  and  second,  passage  of 
an  appropriations  measure  that  implements  the  authorization. 


ExistjB&iJUda[atioa.8n4-BflpJtRrp.yn4 

Cuirent  law  does  not  permit  prepayment  of  Section  503  loans  without  a  prepayment 
penalty.  A  change  in  the  statute  is  needed  to  permit  the  prepayment  of  section  503  loans.  1 
understand  that  as  part  of  the  President's  legislative  proposals  for  the  SBA  reauthorization 


bill  recently  or  soon  to  be  submitted  to  the  Congress  that  provisions  have  been  included 
that  would  permit  prepayment  without  penalty. 

Many  borrowers  who  obtained  Section  503  loans  at  higher  interest  rates  some  years 
ago  would  now  like  to  pay  off  their  loans,  but  are  prevented  from  doing  so  due  to  tlie 
exorbitant  cost  of  the  associated  prepayment  penalty.  Due  to  the  provisions  of  the  Credit 
Reform  Act  of  1990,  which  was  a  component  of  the  Budget  Enforcement  Act  of  1990,  any 
reduction  in  the  revenues  that  the  Federal  Government  is  owed  due  to  a  change  in 
legislation  or  discretionary  administrative  decision  must  be  offset  by  a  like  amount  of 
increased  income  from  other  sources.  This  is  called  the  Pay-As-You-Go,  or  Pay-Go, 
concept  in  credit  reform  jargon. 

I  conducted  a  survey  of  Section  503  borrowers,  trying  to  determine  liow  many 
regard  legislation  waiving  or  altering  the  prepayment  provisions  as  critical.  Of  the 
approximate  2,000  borrowers  wc  contacted,  I  received  407  responses  on  short  notice 
indicating  a  strong  desire  to  change  the  legislation.  Hundreds  of  oiher  borrowers  have 
contacted  their  elected  Representatives  and  Senators  on  this  issue  in  the  past  two  years. 

A  copy  of  the  survey  results  is  attached  to  this  statement.  Responses  from  over  40 
states  were  received;  this  is  not  a  regional  or  parochial  issue. 

Fiscal  Year  1995  Budget  Request  for  SBA 

I  have  here  copies  of  letters  to  the  Subcommittee  requesting  your  support  in  the  FY 
1995  Appropriations  Bill,  to  provide  S30  million,  the  level  of  the  President's  Budget 
Request,  to  offset  costs  associated  with  Section  503  loan  prepayments.  I  request  that  a  list 
of  the  authors  of  these  letters,  who  are  all  borrowers  of  SBA  Section  503  loans  who  wish  to 
prepay,  be  made  part  of  the  hearing  record. 

Most  of  these  letters  speak  of  a  critical  need  to  obtain  relief  from  the  high  interest 
rate  of  the  503  loan  or  the  cost  of  the  prepayment  penalty.  From  the  survey  we  learned 
that  3 1  businesses  are  on  the  brink  of  bankruptcy,  involving  the  potential  loss  of  650  Jobs. 
Wc  are  dealing  with  small  businesses  which  cannot  sustain  much  variability  in  their  "loss" 
column  without  terminating  their  livelihood. 

The  issue  is  survival  for  many  of  us.  The  potential  loss  of  jobs,  the  negative  effect 
on  our  economy,  and  the  tremendous  loss  in  private  capital  and  investment  can  be  avoided 
with  support  of  your  Committee’s  action. 

Wc  realize  that  this  is  a  particularly  difficult  year  in  budgeting  terms  and  that  you 
face  a  slate  of  hard  decisions  in  your  upcoming  deliberations.  We  also  realize  that  the 
President’s  Budget  proposes  reductions  or  elimination  of  programs  that  have  enjoyed  strong 
Congressional  support  in  the  past.  However,  the  503  prepayment  penalty  issue  is  crucially 
important  to  a  widespread  number  of  existing  businesses,  and  we  earnestly  ask  that  you 
place  this  matter  as  a  high  priority  among  tlie  issues  you  must  address  this  year. 

Others  can  speak  to  their  particular  circumstances  and  the  personal  nature  of  this 
issue.  I  hope  this  overview  has  provided  the  Committee  some  idea  of  the  public  support, 
and  the  public  policy  rationale,  for  carrying  out  the  President’s  proposal  to  change  the 
existing  situation  with  regard  to  prepayment  of  SBA’s  Section  503  loans. 

Thank  you  for  allowing  me  the  opportunity  to  present  this  statement  for  the 
Committee’s  consideration  of  Fiscal  Year  1995  funding  issues. 
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HIGHLIGHTS  OF  SB^’-503  BORROWER  SXTRVEY 

During  December  1993,  our  SBA<S03  Coalition  questioned  over 
2,000  SBA-503  borrowers.  IThls  is  everyone  for  whom  we  had  a 
street  address  and  we  believe  represents  more  than  half  of 
all  outstanding  $BA-503  lotus  in  the  nation.)  407  of  these, 
or  about  20  %,  indicated  that  they  would  and  could  refinance 
their  loans  if  the  prepayment  penalties  were  eliminated  or 
substantially  mitigated.  This  high  response  to  an  in  depth 
questionnaire  indicates  that  it  will  be  fair  to  apply  the  20% 
figure  to  all  outstanding  SBA-503  loans. 

The  407  positive  respondents  to  the  December  1993 
questionnaire  have  18,481  employees  and  can  add  2,519 
more  if  they  are  able  to  refinance  their  SBA-503  debt 
without  prepayment  penalties. 

31  borrowers  indicated  that  they  face  bankruptcy  if  they  are 
unable  to  reduce  their  interest  coats.  Bankruptcy  will  rmpact 
the  government  guarantees  and  jeopardize  670  jobs.  The  total 
of  unpaid  loan  balances  of  this  group  was  $  6,854,843. 

The  highest  Interest  rate  reported  was  15.262  %. 

The  lowest  interest  rate  reported  was  7.328  %. 

Over  86  %  (351  borrowers)  carry  interest  rates  of 
ten  percent  (10%)  or  higher. 

The  average  unpaid  principal  balance  was  $  174,703. 

The  highest  was  $  464,081  and  lowest  was  $  8,822. 

Loaa  oriQination  by  Xe^ 


Year 

Number  of 

Percent 

Borrowers 

of  boyycwegs 

1981 

7 

1.7 

1982 

29 

7.1 

1983 

70 

17.2 

1984 

125 

30.7 

1985 

114 

28.0 

1986 

40 

9.9 

1987 

Ol 

5.4 

Total 

407 

100.0 

*  (503  program  replaced  by  504  program) 

Please  note  that  58.7  %  of  the  loans 
originated  in  the  two  years  1984  and  1985. 

Term  of  Lonna 


15-year  55  13.5 
20-year  185  45.5 
25-year  i£7  ^4.1^ 
Total  407  100.0 


Please  note  that  86.5  %  of  the 
loans  have  terms  of  20  years  or  more. 


Mrs.  Doris  M.  Johnson,  Coordinator 
SBA-503  Small  Business  Coalition 
005  West  11th  Street,  Vancouver,  WA  98660*3056 
206-699-4406  FAX  206-694-4153 
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SMALL  BUSINESS  ADMINISTRATION: 
LEGISLATION  PERMITTING  SECTION  503  LOAN  PREPAYMENT 
WITHOUT  PENALTY 
H.R.  429S;  S.  2061 


ISSUE:  Current  legislation  related  to  SBA*s  Section  503  loans  imposes  a  slifT 

penalty  upon  borrowers  who  wish  to  prepay  or  refinance  their  loans. 

A  change  in  authorizing  legislation  is  ne^ed  to  allow  Section  503 
loan  borrowers  to  prepay  without  penalty;  an  appropriation  to 
"neutralize"  the  cost  of  the  foregone  prepayment  penalties  would  also 
be  needed  on  an  annual  basis  under  the  terms  of  the  Credit  Reform 
Act  of  1990. 

BACKGROUND:  The  503  loan  program  began  in  1981.  It  provided  long-term  fixed  rale 

financing  for  businesses  needing  to  acquire  industrial  or  commercial 
buildings,  and  to  buy  machinery  and  equipment. 

About  $922  million  was  funded  through  the  503  program.  It  was 
replaced  in  1987  by  the  504  program  which  substituted  the  private 
markets  for  the  FFB  as  the  funding  mechanism  for  S BA-guaranteed 
debentures.  About  3.600  503  loans  remain  in  existence  with  interest 
rates  as  high  as  15.7  percent. 

There  was  only  one  major  problem  with  the  503  program:  the 
prepayment  penalty.  Borrowers  can  prepay  only  if  they  pay  an 
amount  that  can  be  invested  to  produce  a  semi-annual  payment  stream 
identical  to  that  of  the  original  debenture.  Because  market  interest 
rates  have  fallen  considerably  since  the  503  loans  were  made,  the 
prepayment  penalties  today  are  as  high  as  64  percent  of  the  remaining 
loan  balances.  The  lower  rates  go,  the  higher  the  penally.  This  makes 
it  extremely  difficult  for  most  of  these  small  business  owners  to 
refinance  their  loans  at  today's  low  rates.  They  cannot  expand  their 
businesses  and  create  new  Jobs.  They  cannot  sell  their  businesses  or 
retire,  since  buyers  would  not  want  to  take  on  the  503  loans  which 
carry  high  interest  rates.  In  the  case  of  the  deaih  of  a  borrower,  the 
settlement  of  an  estate  with  a  503  lien  imposes  significant  hardship  on 
survivors  and  family  members.  503  loans  were  intended  to  help  small 
businesses  be  more  competitive,  but  because  of  the  unresolved 
prepayment  issue,  they  arc  now  having  the  opposite  effect. 

Similar  legislative  solutions  have  been  enacted  for  prepayment 
penalties  for  loans  made  by  the  Rural  Electrification  Administration 
and  the  Veterans  Administration.  The  SBA  503  program  is  the  only 
remaining  Federal  loan  program  that  requires  corrective  legislation. 

CURRENT  The  President  has  submitted  legislation  that  would  eliminate 

STATUS  r  prepayment  penalties  for  Section  503  loan  prepayment.  The 

President's  Budget  for  Fiscal  Year  1995  included  $30  million  to  cover 
the  cost  of  Section  503  loan  prepayments.  Hearings  have  been  held  by 
the  House  and  Senate  Small  Business  Committees  and  the  House  and 
Senate  Appropriations  Subcommittees  under  whose  jurisdiction  SBA 
falls.  Administration  witnesses  from  SBA  have  testified  in  favor  of 
legislation  that  would  eliminate  the  prepayment  penalty.  There  are 
over  two  hundred  Section  503  borrowers  who  have  indicated  a  strong 
interest  in  prepaying  their  high  interest  503  loans.  Of  these,  3 1  have 
replied  that  they  fall  in  the  "critical"  category  —  that  is,  if  they  cannot 
replace  their  current  high  interest  loans  and  avoid  the  onerous  503 
prepayment  penalty,  their  businesses  will  close.  The  Administration’s 
bill  has  perhaps  one  flaw  —  it  would  allow  those  with  loans  in  excess 
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of  12  percent  to  prepay  their  loans  first.  This  is  discriminatory,  and 
skewed  in  a  conservative  inteq;>retation  of  th^  costs  the  Federal 
Qovemment  will  accrue  in  the  passage  of  such  legislation.  We  feel: 


o  The  Section  503  loan  prepayment  legislation  should  allow  all 
borrowers  to  prepay  within  the  earliest  possible  timefhune, 
without  regard  to  interest  rate  or  loan  size; 

0  The  $30  million  will  be  sufficient  to  meet  the  costs  of 

implementing  the  Section  503  prepayment  penalty  elimination 
in  Fiscal  Year  1995; 

o  Jobs  will  be  maintained  and  businesses  preserved  in  the  spirit 
of  economic  development  with  the  passage  of  this  legislation: 
to  fail  to  pass  these  legislative  measures  will  result  in  both 
widespread  personal  hardships  and  the  occurrence  of  negative 
economic  factors  counter  to  the  economic  expansion  and 
business  growth  that  has  been  emerging  in  the  American 
business  community  over  the  past  18  months. 

REQUESTED  The  SBA  Section  503  Loan  Prepayment  Coalition  requests  that 
ACTION  :  Congress  support  the  authorization  and  appropriations  measures  that 

would  allow  prepayment  of  SBA  503  loans  without  penalty: 

(1)  Vole  YES  on  the  passage  of  H.R.  4298  and  S.  2061  (amended 
to  allow  ail  503  borrowers  to  prepay  without  regard  to  interest 
rate);  and 

(2)  Vole  YES  on  including  within  SBA’s  FY  1995  Appropriation 
(Commerce-Justicc-Statc  bill)  the  President’s  Request  of 
$30  million  for  Section  503  loan  prepayment  costs. 

SECTION  503  LOAN  PREPAYMENT  LETTERS 


NAME 

COMEAtiT 

LOCATION 

Gary  L.  Ailes 

Sierra  Veterinary  Ho^ital 

Carson  City.  NV 

Mary  AkxaiKkr 

Kwik-Way  Catering,  loc. 

Concord,  NC 

Woodrow  I.  Altei) 

Sierra  Veterinary  Hospital 

Carson  City.  NV 

Paul  Alme 

Travel  Host  Motel 

Watertown,  SD 

Rofer  Anderaon 

Gortap  Entetprises,  Inc. 

RictUke,  W1 

Robert  J.  Aodrew 

Pacific  Dental  Group 

Tacoma.  WA 

Jack  Bacon 

JAE  Steel  Fabricating  Corporation 

Woodinvllk,  WA 

Chester  W.  Barrows 

Carpet  Products  Inc. 

Cranston.  R1 

Joseph  S.  Battista 

Uie  Kaus,  Inc. 

Coeur  d'Akne,  ID 

Ra^  Beemiaa 

Beeman  Preciskm,  Inc. 

New  Orleans,  LA 

Tom  D.  Belford,  Jr. 

Gentle  Dental  Care 

Flita,  MI 

A.  Robert  Bofer 

Pengad/West,  Inc. 

Fresno,  CA 

Oeorge  A.  Borvn 

La  Jolla  Scientific  Co.  Inc. 

San  Dkfo,  CA 
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Ltny  M.  Brown 

Oohmalnc.  . 

Spokane.  WA 

WBIiain  F  Byrd,  III 

Pacific  Die  Casting  Cotpocatioa 

Vancouver.  WA 

Albert  C.  Cesui 

Carpel  Colkction 

TtafTotd.  PA 

Robert  &  Mtriijra  Chandler 

St.  Louis,  MO 

WUliwD  R.  Cok 

Cole  Energy,  Inc. 

PlainTield.  IN 

Don  T.  Compton 

Whitewater  Industries 

Harrison,  OH 

Brace  Culiom 

Sound  Towne,  Inc. 

Texarkana,  TX 

John  D'Addtrio.  Ir. 

J.  D’Addario  A  Conqiany,  Inc. 

Faimingdak,  NY 

Ronald  R.  Oanella 

Cape  Fear  Manor  Long  Term  Care  Facility 

Oarkton,  NC 

Ted  Davenport 

Coyote  Archciy 

Cofber,  Oregon 

Cynthia  A  Dku 

R.M.  Dietz  Company.  Inc. 

Portland,  OR 

DooDobbi 

Brenrmao  Redevetoptneni  Cotporilion 

St.  Louis,  MO 

Wiley  E.  Douftas 

Po  Veruures,  Inc. 

Thomson,  GA 

Eileen  Dumford 

WheaUand  Magic  MUi  Cu 

Wichiu.  KS 

Wallace  C.  Ehcrhardi 

Sacramento,  CA 

Randy  Essenberg 

Hydro-Chem  Systems  Jnc. 

Grand  Rapids,  MI 

Alvin  L  Evans 

Sundard  Paint  &  Wallpaper 

Orange,  CT 

Terence  D.  Farrar 

Super  Steel  Treating  Co. 

Waixen,  Ml 

Charles  M.  Feeny 

C.M  Feeney  Co..  Inc. 

Worthington,  OH 

P.  Jack  Feller 

P.  Jack  Feller.  D.D.S..  M  S. 

Rock  Springs,  WY 

Alan  Firestone 

Firestone  Plywood  Corp. 

Hkksvilk.  NY 

Stephen  F.  Fisher 

Security  Products  Company 

Blaine,  MN 

Paul  H.  Fleicher 

Iowa  Better  Trucking  Bureau 

Sioux  City,  lA 

Ralph  A.  Fly 

Clark  Containers  Inc. 

Lyles,  TN 

Paul  A.  Forte 

Turbo  Action 

Jacksonvilk,  FL 

MKch  Friedman 

The  New  Nonis  Chevrolet  Inc. 

Westfield,  NJ 

Waher  A.  Furman 

Waher  A.  Furman,  Inc. 

Fall  River,  MA 

Harvey  5.  Genhenson 

Acme  Baiiety  Manufacturing  Co. 

St.  Louis.  MO 

David  Geurden 

Hrnak's  Flowerland  A  Gifts,  Inc. 

Oshkosh.  W1 

Arthur  Greenbaum 

A.L.  Greertbaum  Co. 

Las  Vegas,  NV 

Jerry  T,  Greer 

Jeny  Greer  Alrrtream 

Cohirobus,  OH 

Howard  F.  Guerin 

Pyromatics 

Willoughby.  OH 

Peter  M  Hail 

PeCo  Inc. 

Arden.  NC 

Robert  Hansen 

Duftmekr  Saks 

Omaha,  NE 

Glem  A.  Headerton 

Salem  Tire  Center 

Salem,  FL 

John  C.  Hirach.  Ir. 

Power  Torque  Incorporated 

St.  Louis,  MO 

Hofh  0.  Hood 

Mctal-Tcdi,  Inc. 

New  Castk.  DE 

LesHeIttnaU 

R/P  CocpontioQ 

Berdeky,  CA 

Albert  Manek,lr. 

PR  FiecWoa  Machinii« 

New  Cailisk.  OH 

I 
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Doris  M.  Jobmov 

Vaocottvei  Bon  and  Simply  Inc. 

Vancouver,  WA 

Jtmts  lortfu 

Midas  Mafrier  Shops 

Lancaster,  CA 

JcfTrcy  lobttz 

FttOUneFriMJ^ 

Chkago,  IL 

lackKalnaii 

Jack  ICalmas  A  Associates,  Inc. 

ElCa)oo,  CA 

Dsfkoe  Kampfer 

OrtiQg  Food  Censer 

Oning.  WA 

Thelma  Kearns 

Thelma  Kearas 

Gladstone.  OH 

Ralph  Kempnid 

Tower  Mold 

BakersHeld,  CA 

Lee  M.  Kertey 

General  Sales  Company 

Ashland,  KY 

Ned  B.  Kisoef 

Triangle  Coatings 

San  Leandro,  CA 

Winiam  Kleiner 

Astro  Tool  Co. 

Addison,  IL 

lim  Kn^ 

IC/P  Corpontioo 

Sisters.  OR 

Coftsumine  Koukios 

Michael  A.  Tawney  A  Con^rany,  P.C. 

Grand  Rapids.  MI 

Sieve  Leiserson 

Kangaroo  Video  Producu,  Inc. 

Santee,  CA 

Michael  Ijemmers 

Import  Auio  Parts  Inc. 

Omaha,  NE 

Jay  E.  Lewis 

I.E.'s  OM  Firehouse 

Lake  Havasu  City,  AZ 

S.D.  Lewis 

Alpha-Med,  Inc. 

Phoenia,  AZ 

Jenoifer  Long 

Tri-Village  Studio 

Cohimbus,  OH 

Robert  F.  Lowt 

Lowe  Animal  Clink 

Woodland  Park,  CO 

Thomas  Lyden 

The  Moonraker 

Youngstown,  OH 

James  E.  Marchessauh 

Business  Card  Service.  Inc. 

Burnsville,  MN 

Gary  Marcotte 

Maple  Lane  Nursing  and  Retirement  Homes 

Barton.  VT 

Daniel  D.  Mayhew 

Davis  Boat  Works.  Inc. 

Newport  News,  VA 

Denrus  J.  McCarthy 

Precision  Shooting  Equipment,  IiK. 

Tucson,  AZ 

C.  McDonald,  III 

Murphy  Company 

St.  Louis,  MO 

Carl  A.  McGowan 

Turf  Pride 

Evans,  OA 

James  C.  MkMleion 

Hermision  Fine  Furniture 

Hermiston,  OR 

Kenneth  R.  Miller 

Davb  Investment  C<enpany 

West  Des  Moines.  lA 

William  J.  Moore 

Moore  Lithograph,  loc. 

Portland,  OR 

James  0.  Monon 

Carteret  Lanes 

Motehead  City,  NC 

Joseph  Muehibach 

Trioptics  Inc. 

Milwaukee,  W1 

Jerry  Nelson 

JTAT  Products  Corp 

San  Jose,  CA 

Joe  Newell 

Concrete  and  Masonry  of  Harlan,  loc. 

HarUn,  KY 

JohnNezntk 

Cryiul  CoUnkw  Center,  loc. 

Crystal.  MN 

Fred  F.  Noonan 

Fred  F.  Noonan  Company,  loc. 

San  FraiKbco,  CA 

Robert  L  Nybo 

Nybo’s  Cafe,  Inc. 

Red  Wing,  MN 

James  O'Connor 

Techmi,  toe. 

Cincinnati,  OH 

DooaM  R.  Oliber 

Kirkwood.  MO 

James  M.  Owens 

Laucks  Testirti  Laboratorkt,  Inc. 

Sea&k,  WA 

Elmer  W.  Faetow 

Aurora  Import  Repairs,  Inc. 

Aurora,  CO 
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WitHMaK.  Paifctf 
LeoJ.  Ptotock 
John  M.  Poormu 
DoofUs  Price 
Josephioe  C.  Purkiss 
Peter  Rifcn 
JKk  R.  ReiKUn 
Rendjr  L.  Reaume 
Jo  Aime  Rekcnbach 
David  A.  Renard 
James  T.  Reynolds 
IViesa  Ann  Riley 
Marjorie  M.  Rogers 
Edwin  S.  Rothberg 
Gary  W.  Russell 
MichKl  A.  Sincora,  Sr. 
Randy  ScaflkMt 
Ken  Scherer 
lean  E.  Schrader 
Nancy  A.  Schulba 
Nan  Scott 
Marshall  Scott 
Roy  A.  Smith 
Frank  and  Heather  Smith 
Sherwood  P.  Smith 
Robert  W.  Snyder 
James  J.  Speciak 
Gene  Speck 
John  Spoor 

GerakJ  J.  Stadtmuelkr 
Ljcinda  SunHeM 
Roger  Suples 
Joe  and  Bernice  Stroh 
James  J  Sweeney 
Teny  Sweeney 
Ray  Tom 
Louise  Trail 
Roger  I.  Troutman 
Donald  R.  Turner 


Downtown  Radb  of  Denver.  Inc. 

The  Klmin  Company 
SBA-503  SmaR  Busineai  CoaJkioo 
San  l^efo  Eqaipineni  Rentals.  Inc. 

Purmax  OU  Company 
Homestead  Products,  Inc. 
lack  Randairi  Automotive 
.  Reaunie  Heating  A  Cooling  Inc. 

Molding  Coq>oration  of  America 
Renard  Paper  Company,  Inc. 

Reynolds,  Caronia  A  Gianelli 

Riley  Marine  PrtxJucU 

Rogen'  True  Value  Phimbing,  Inc. 

Industrial  Metals  A  Surplus  Inc. 

Madeline  island  Ferry  Line 
Superior  Tool  Company 
Sacramento  Animal  Medicai  Group 
Associated  IMniers  Inc. 

Van  Factory  &  Truck  Center 

Nancy  A.  Schulba 

Dy-Dee  Wash 

Marshall  Scott  Enterprises 

Southern  Wood  Preserving  of  Hatiksburg  Inc. 

Dynarad  Innovative  Engineering 

Olympia  Plastic  Surgeons,  Inc. 

B&W  Ekctrk  Supply.  Inc. 

Beall  MatMfKturing  Inc. 

Connecting  Potnt 
Spoor  Dental  Supply 
CliRon.  Gunderson  &  Co. 

J'l  Wester 

Staples  A  PfeifTer  Inc. 

Stroh  Ckaners  and  Shirt  Laundry 
Sadler’s  Srookeboose 
TheGranuy  Restaunml 
The  Prim  A  Copy  Factory 
Metro  Meats  Inc. 

Cslawba  Ammal  Oialc,  P.A. 

Westtn  Coolracl  Fumithefs 


Denver.  CO 
Mbmeipolis.  MH 
Portland,  OR 
San  Diego,  CA 
Lindsay,  CA 
New  Berlin.  W1 
Santee,  CA 
Grand  Haven,  Ml 
Burbank,  CA 
St.  Louis,  MO 
Hauppauge,  NY 
Long  Beach,  CA 
Carlinvilk,  IL 
Allanu,  CA 
LaJ*oin(e,  W1 
New  Haven,  CT 
Cool,  CA 
Libertyvilk,  IL 
Puyallup,  WA 
Alanx),  CA 

South  San  Francisco,  CA 
St.  Louis,  MO 
Hattiesburg,  MS 
San  Leandro.  CA 
Olympia,  WA 
Olympia,  WA 
East  Alton,  11 . 

Muskogee,  OK 
Dayton,  OH 
Oshkosh,  W1 
Hugo,  OK 
Sacramento,  CA 
Garden  City,  KS 
Henderson,  TX 
Oshkosh,  W1 
San  Francisco,  CA 
Lexington,  KY 
Rock  Kill,  SC 
Rancho  Cordova,  CA 
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Michael  A.  Vacco 

Scomovacca  Isc. 

Des  Moines.  lA 

KeiMedi  N.  Viuk 

Roiary  Mokiforsia,  lac. 

Detroit.  Ml 

Man  L  Wai 

Mas  Wd'i  Dnfoa  Hoeae 

U  Jons.CA 

Avery  Waisbren 

AllStatea  Office  Machhiea  Inc. 

Los  Angeles,  CA 

Prince  A.  Wallace 

CREDIX  CorporaUKi 

Edtrm,  MN 

Charles  R.  Wan 

Charles  R.  Wart 

San  Antonio,  TX 

Joseph  O.  Witson 

Imperial  Mereoriti  Gardens/Imperial  Fttoeral  Home 

Puebh),  CO 

Cliff  Wan 

WESTAR  Commercial  Realty 

Lubbock.  TX 

Herwy  Weber 

Weber  Nameplate 

Santa  Ana.  CA 

Carl  Wehi 

Willowood  Acres  Veterinary  Cliidc 

Romuhis.  MI 

Mike  Wehj 

Tower  Junction  Inc. 

Montfort.  W1 

DonaJd  J.  West 

Arnold  Dcnul 

Seattle.  WA 

Frances  Cem  Whitielsr/ 

Whitcom 

Lont  Island,  NY 

Zachary  Widdes 

San  Diep)  Design  II 

Santee,  CA 

Gerfory  L  Wigcon 

Gre|o.7  L  Wigion,  DDS 

East  Alton.  IL 

Steve  Zero 

Pulmonary  Medicine,  P.C. 

West  Des  Moines,  lA 

STATEMENT  OF  ROGER  J.  TROUTM/iN,  CATAWBA  ANIMAL  CLINIC,  P.A. 

Mr.  Chairnan.  and  Menbera  of  tha  Conmlttee,  I  am  Roger  Troutman  of  Rock  Hill, 
South  Carolina.  Thank  you  for  this  opportunity  to  appear  before  the  Committee 
and  present  testimony  In  support  of  legislation  that  permits  the  prepayment  of 
SBA  Section  503  loans  without  penalty. 

In  my  particular  situation,  1  borrowed  $105,000  in  1984  through  the  Small 
Business  Administration  (SBA)  plus  additional  money  from  a  local  bank  to  build 
a  new  veterinary  medical  office.  At  the  time  the  loan  was  made,  our  staff 
consisted  of  2  veterinarians,  3  full  time  and  1  pisrt  time  staff  members. 
Presently  our  business  and  staff  has  grown  to  5  veterinarians.  14  full  time 
and  6  part  time  employees,  a  net  increase  of  19  jobs. 

In  1984,  the  United  States  was  experiencing  an  era  of  commercial  loans  having 
an  all  time  high  interest  rate.  The  loan  1  secured  through  the  SBA  had  an 
interest  rate  of  approximately  14%  for  15  years.  Last  month,  I  inquired  with 
the  local  SBA  representative  concerning  the  terms  necessary  to  liquidate  the 
loan.  1  learned  that  presently  the  loan  balance  is  $62,397  and  the  money 
required  to  liquidate  this  outstanding  balance  would  be  in  the  $79,628  to 
$80,776  range.  This  translates  into  a  penalty  of  approximately  $18,000  which 
.'a  a  penalty  of  almost  30%  of  the  outstanding  loan  balance.  Such  a  penalty  is 
ur, heard  of  in  the  commercial  banking  industry  today  and  should  be  totally 
counter  to  the  SBA  goals  of  trying  to  help  small  businesses.  In  a  time  when 
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interest  rates  are  in  the  8%  range,  and  only  eeeks  ago  were  even  lower.  It  is 
absolutely  unfair  to  require  the  borrowers  of  these  high  interest  rate  funds 
to  not  have  a  reasonable  option  to  pay  off  the  loan  or  refinance  at  a  lower 
rate. 

In  My  personal  case,  there  are  two  reasons  refinancing  lay  SBA  loan  at  a  lower 
rate  would  be  beneficial  to  not  only  ayself  and  ny  business,  but  also  siy 
eoauiunity. 

Nunber  one,  our  business  has  been  fortunate  to  experience  annual 
growth  since  its  inception  in  1978.  We  are  again  approaching  a 
point  where  our  clinic  and  clients  way  be  better  served  by 
increasing  our  staff  with  an  additional  veterinarian  and  the  support 
personnel  that  Must  be  hired  to  handle  an  increasing  work  load.  An 
ability  to  refinance  the  loan  balance  with  note  favorable  terns  could 
help  the  cash  flow  trenendously  as  our  work  load  ''grows  into”  the 
staff  nenbers  that  could  be  added. 

.  Nunber  two.  I  own  sone  commercial  property  and  an  presently  working 
on  plana  to  develop  this  property  with  snail  business  rental  units. 

The  ability  for  me  to  refinance  my  SBA  loan  would  unquestionably 
strengthen  my  personal  financial  statement  as  I  look  to  secure 
financing  for  this  project.  I  firmly  believe  the  taxes  generated 
by  the  construction  of  the  building  and  property  development  alone 
will  more  that  offset  monies  lost  by  the  government  through  the  loss 
of  my  interest  payment  income  if  I  am  allowed  to  refinance  my  S8A- 
501  loan.  Also,  the  newly  constructed  rental  units  will  provide 
local  job  growth  opportunities  (thus  additional  federal  and  state 
tax  revenues)  for  individuals  searching  for  a  site  to  locate  their 
particular  business. 

I  appreciate  the  critical  review  by  each  of  you  and  ask  that  you  approve  these 
funds.  I  trust  that  after  reviewing  the  testimony  from  many  of  the  SBA-503 
loan  recipients,  each  with  his  or  her  own  specific  needs,  you  will  agree  with 
us.  That  is.  you  will  feel  that  we  have  handled  our  businesses  in  a  very 
responsible  manner,  that  we  have  been  good  for  .ur  communities  by  providing 
employment  opportunities,  end  that  we  have  "paid  our  dues”  to  the  SBA  with  the 
very  high  interest  rates  that  we  have  held  since  our  loans  began.  I  trust 
that  you  will  feel  it  is  fair  and  appropriate  to  adjust  the  terms  of  the 
88A-503  borrowers  to  the  terms  of  the  present  SBA-504  borrowers  such  that  we 
can  have  a  prepayment  penalty  that  declines  annually  and  is  eliminated 
completely  at  the  midpoint  in  the  life  of  the  loan.  Please  understand  that  we 
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don't  aih  our  loons  to  bo  Corgioon.  Wo  aok  that  wo  nay  havo  tho  troodoa  to 
pay  our  loans  In  full  or  to  roflnanco  through  othor  sources  so  that  wo  can 
continue  to  run  our  businossos  efficiently  and  effectively  In  the  highly 
competitive  climate  of  business  today. 

It  is  my  firm  belief,  and  I  feel  with  close  examination  you  will  agree,  that 
the  proposed  SBA*S03  relief  are  funds  that  do  not  "cost"  the  government  money, 
but  actually  reap  additional  tax  revenues  by  encouraging  and  stimulating  small 
business  growth.  It  is  no  secret  that  in  today's  employment  market,  the 
na:}ority  of  new  jobs  are  evoloving  from  the  small  business  sector.  As  a 
businessman  and  as  an  individual  American  citizen.  1,  too.  am  concerned  about 
our  national  debt.  It  is  my  personal  belief  that  the  SBA-')03  relief  funds 
will  be  an  investment  for  America  and  not  a  "cost".  I  fully  believe  that  if 
appropriated,  these  funds  will  not  only  be  recovered  quirUy  but  generate 
additional  tax  revenues  as  well. 

Hr.  Chairman,  there  are  many  Section  503  borrowers  who  would  like  to  prepay 
their  SBA  loans  but  cannot  dua  to  the  restrictions  of  current  legislation. 

We  appreciate  your  leadership  on  this  issue  and  will  provide  you  and  the 
Committee  any  additional  information  and  support  that  would  assist  in  the 
passage  of  this  important  legislation. 

Thank  you  very  much  for  allowing  me  to  appear  before  the  Committee.  1 
humbly  ask  that  you  give  full  support  to  the  SBA-503  penalty  relief.  I  will 
be  pleased  to  answer  any  questions  and  secure  any  information  the  Committee 
feels  may  be  relevant  to  this  matter. 


STATEMENT  OF  DR.  JAMES  BRITT,  VICE  PRESIDENT,  SAINT  XAVIER 

UNIVERSITY  ‘ 

Hr.  Chalrnan  and  members  of  the  subcommittee,  I  appreciate  the 
opportunity  to  present  this  statement  in  support  of  the  Saint  Xavier 
University  Center  for  Urban  Redevelopment  and  Community  Services.  Your 
willingness  to  consider  our  project  for  Federal  partnership  assistance 
is  very  much  appreciated. 

Briefly,  Saint  Xavier  University  is  located  on  the  Southside  of 
Chicago,  where  It  selves  a  multi-ethnic  population  of  4,200  degree 
seeking  students.  A  substantial  portion  of  this  student  body  Is  drawn 
from  the  Cook  County  Metropolitan  area,  and  75t  have  two 
characteristics  in  common:  1)  they  must  work  to  attend  college,  and  2) 
they  represent  the  first  generation  of  their  families  to  seek  a  college 
degree. 

Saint  Xavier  serves  an  additional  5,000  students  in  non-degree 
programs,  who  attend  various  courses,  In  such  areas  as  accounting,  on  a 
part-time  basis.  All  of  the  students,  full-time  and  part-time,  reflect 
the  rich  diversity  of  Chicago  in  age,  race,  ethnic  and  socio-economic 
background,  with  the  vast  majority  of  graduates  remaining  in  the 
Chicagoland  area  to  live  and  work. 

The  University  was  founded  in  1846  as  one  of  the  first  Institutions  of 
higher  learning  in  the  State  of  Illinois.  Established  for  the 
expressed  puroose  of  addressing  the  needs  of  the  changing  urban 
community,  Saint  Xavier  was,  even  In  its  early  days,  attending  to 
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various  social  needs  of  the  surrounding  population.  Over  the  147  year 
history  of  the  University's  existence,  the  tradition  of  urban  community 
services  has  remained  a  strong  theme  of  Saint  Xavier's  program  and 
operations.  Indeed,  the  Board  of  Trustees,  in  a  Ten-year  Strategic 
Plan,  reaffirmed  that  the  University's  programs  will  actively  engage 
the  major  needs  of  Metropolitan  Chicago,  including  education  outreach 
at  the  elementary  and  secondary  levels,  healthcare  and  human  service 
needs  and  economic  development  of  the  community.  It  is  in  this 
strategic  pronouncement  that  the  concept  for  the  Center  for  Urban 
Redevelopment  and  Community  Services  is  founded. 

For  some  years  now,  Kr.  Chairman,  we  at  f>^int  Xavier  have  worked  to 
design  a  concept  which  would  draw  on  the  wealth  of  community  services 
and  programs  which  the  University  has  in  place  through  the  Schools  of 
Nursing,  Management,  and  Arts  and  Sciences.  Some  of  the  in-place 
services  at  this  juncture  include:  working  i^lth  local  economic 
development  authorities  to  attract  new  businesses;  tax  counseling  for 
small  businesses;  working  with  Chicago-area  hfc.althcare  agencies  to 
assist  in  servicing  healthcare  needs  of  underserved  and  uninsured 
populations  and  community  outreach  efforts  in  the  form  of  reading  and 
learning  disability  clinics. 

These  services  obviously  give  students  "real  world"  learning 
experiences,  but  perhaps  more  importantly,  they  offer  students  the 
opportunity  to  give  back  to  their  communities  which,  in  and  of  itself, 
is  an  ethic  that  does  not  come  from  textbooks.  The  citi'jens  of  the 
community,  in  turn,  benefit  ftom  these  services,  and  tee  their  children 
growing  up  and  returning  something  to  their  neighborhoods.  In  America, 
this  is  as  it  should  be. 

In  keeping  with  the  traditions  of  community  service  embodied  In  Saint 
Xavier's  147  year  history,  the  concept  wo  have  developed  will  build 
upon  past  and  existing  successes.  The  Center,  as  we  envision  it,  will 
house  the  multi-dimensional  programs  which  the  University  will  operate. 

Part  of  what  makes  this  institution  what  It  is  today  is  its  long  and 
distinquished  history  of  aiding  those  most  In  need.  This  record  of 
extending  the  benefits  of  University  expertise  beyond  the  boundaries 
of  the  campus  is  the  reason  for  the  Chicago  community's  strong  affinity 
for  Saint  Xavier. 

Mr.  Chairman,  as  you  know,  coming  from  a  large  urban  area,  the  problems 
of  big-city  America  have  been  with  us  for  many  years,  and  while  they 
have  been  mitigated  during  occasional  periods  in  our  history,  they  are 
still  very  much  with  us  and.  In  many  ways,  not  getting  better.  It  is 
our  considered  belief  that  one  of  the  reasons  for  the  nagging 
continuity  of  these  problems  is  that  monies  come  In  the  form  of  social 
and  economic  maintenance  programs,  but  the  programs  arc  not  always 
focused  on  getting  at  the  causes.  When  programs  are  administered  by 
large  bureaucracies,  they  cannot  focus.  On  the  other  hand,  an  urban 
university,  with  an  abundance  of  community  familiarity,  can  target  its 
efforts  at  the  local  level,  and  focus  on  people  Instead  of  policies. 
These  local  resources  can  be  linked  with  local  needs. 

What  we  propose  Hr.  Chairman,  is  simply  to  expand  upon  our  existing 
efforts  on  a  very  broad  front.  As  I  noted  earlier,  we  already  have  In 
place  a  variety  of  proven  programs  with  proven  community  successes. 

For  example,  through  our  Family  Nurse  Practitioner  Program,  we  Intend 
to  expand  our  efforts  in  addressing  the  manpower  shortages  in  primary 
care.  This  initiative  is  consistent  with  the  national  agenda,  and  what 
the  President  has  put  forth  in  his  health  plan. 


One  of  the  deficiencies  in  healthcare  delivery  today  is  inadequate 
primary  healthcare.  Saint  Xavier  is  located  within  five  miles  of  six 
designated  Primary  Medical  Care  Health  Manpower  Shortage  Areas.  With 
Its  strong  ties  to  local  healthcare  agencies  which  serve  a  diverse 
urban  population  base,  Saint  Xavier's  School  of  Nursing  will  expand  its 
already  existing  relationships  with  local  community  health  centers 
which  serve  underserved  and  uninsured  populations.  In  sum,  the 
proposed  Center  will  enable  the  University  to  expand  its  program  of 
healthcare,  Including  worksite  health  promotion  and  health  screening 
referrals,  throughout  South  Metropolitan  Chicago. 

Closely  aligned  with,  and  a  part  of,  basic  healthcare  is  psychological 
counseling.  I  need  not  dwell  on  the  fact  that  poor  physical  health 
often  goes  hand-in-hand  with  psychological  problems — for  both  children 
and  adults.  It  is  our  belief  that  urban  living  is  often  plagued  with 
stress  such  that  families  are  at  risk  of  violence  in  and  out  of  the 
home.  Saint  Xavier's  Center  will  address  the  needs  of  families  through 
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active  intervention  and  psychological  counseling,  in  concert  with 
Chicago  social  service  agencies,  in  this  way,  our  counseling  outreach 
efforts  will  help  strengthen  the  health  profile  of  the  urban  residents 
we  serve,  and  discourage  such  ealadies  as  aberrant  social  behavior 
among  children  in  our  cities. 

As  you  know,  parents  pass  along  to  children  the  habits  which  they 
thenselves  have  learned.  Nowhere  is  this  more  evident  than  in  the 
learning  arena.  Often  children  in  urban  families  experience 
communication  disorders,  which  are  the  product  of  a  dysfunctional 
environment.  Left  unchecked,  these  disorders  can  impact  learning  in 
the  school  setting.  At  Saint  Xavier's  Ludden  speech  Clinic,  we  will 
expand  our  outreach  effort,  which  includes  at-risk  children,  in  a 
comprehensive  fashion  to  assess  and  treat  those  who  are  experiencing 
communication  disorders.  The  assessments  noted  above  will  also, 
through  our  learning  disability  outreach  program,  screen  children  for 
dysfunctions  in  reading  and  learning  abilities.  Again,  this  is  a 
clinical  service  to  the  community  through  the  Center. 

Mr.  Chairman,  I  have  tried  to  focus  briefly  on  the  health  and  social 
service  components  which  the  Center  for  Urban  Redevelopment  and 
Community  Services  will  provide  to  tho  Chicago  area.  Perhaps  the  most 
important  though,  to  tho  community  as  a  whole,  is  the  economic 
development  component  which  is  operated  through  Saint  Xavier's  School 
of  Business. 

The  hallmark  of  our  business  school  is  in  its  interaction  with  the 
local  small  business  community,  providing  specialized  assistance  and 
counseling  to  that  most  important  and  special  segment  of  our  vast 
economy.  Saint  Xavier's  business  school,  the  Graham  School  of 
Management,  offers  special  seminars,  in  such  areas  as  business 
information  systems,  maiketing,  accounting  and  financial  planning--al 1 
geared  to  the  small  business  owner  or  manager. 

As  we  all  know,  small  businesses  are  the  first  segment  of  the  business 
community  to  be  hurt  In  bad  economic  times,  or  to  fall  to  get  off  the 
ground  in  good  tiroes.  Without  dwelling  on  the  reasons  for  this  fact,  I 
will  simply  say,  Mr.  Chairman,  that  in  the  urban  communities,  it  is  the 
small  business  sector  which  often  forges  the  economic  ties  which  hold 
the  community  job  base  together. 

In  the  Saint  Xavier  community  of  Southwest  Chicago,  the  Graham  School 
has  been  very  much  involved  with  local  economic  development  since  its 
inception.  The  School's  faculty  and  students  have  pooled  their 
knowledge,  and  undertaken  several  major  economic  development 
initiatives  oriented  toward  the  retention  of  existing  small  businesses, 
and  attracting  new  businesses.  One  brief  example,  the  Mount  Greenwood 
initiative,  involved  the  School's  assistance  in  establishing  a  local 
economic  development  commission  to  plan  the  economic  future  of  the 
area.  In  this  case,  Graham  School  faculty  and  students  conducted 
business  surveys  and  a  campaign  to  attract  new  businesses.  The  result 
in  this  effort  was  a  business  vacancy  rate  reduction  from  50t  to  10%  in 
less  than  two  years. 

The  Mount  Greenwood  effort  is  not  an  isolated  case.  Other  similar 
initiatives  have  been  undertaken  with  success,  and  like  Mount 
Greenwood,  followed  up  on  and  monitored. 

Mr.  Chairman,  the  Southwest  Chicago  Metropolitan  area  is  not  unlike 
many  other  urban  areas  around  the  country.  In  a  recent  analysis  by  the 
Chicago  Department  of  Planning  and  Development,  it  was  found  that 
nearly  30%  of  the  area's  commercial  block  fronts  are  significantly 
deteriorated,  with  another  25%  in  decline.  In  this  type  of  an 
environment,  adjacent  residential  property  values  decline  as  the  job 
base  shrinks,  and  ultimately  families  suffer. 

A  major  component  of  the  Urban  Redevelopment  Center  will  be  to  assist 
in  revitalization  of  area  small  businesses,  and  the  fostering  of  new 
businesses,  particularly  minority-owned  ones.  Apart  from  continuing 
work  with  local  economic  development  authorities  by  serving  as  a  base 
of  operations  for  the  planning  of  extended  economic  forecasts,  the 
Graham  School  will  provide  counseling  assistance  to  businesses  in  the 
areas  of;  accounting,  accessing  capital,  marketing,  franchising,  tax 
preparation  and  a  host  of  other  business  disciplines.  Additionally,  we 
will  work  with  local  banks  to  design  loan  programs  to  assist  those  who 
want  to  start  businesses,  but  who  have  been  shut  out  of  capital 
markets. 
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Hr.  Chalman,  I  could  qo  on  in  far  greater  detail  about  the  plans  and 
capabilities  of  the  Center  for  Urban  Redevelopaent  and  Comnunity 
Services.  However,  I  will  sun  up  by  saying  that  we  believe  that  we 
have  conceived  a  well'-focused,  interdisciplinary  and  cost-effective 
progran  to  address  nany  of  the  problens  which  are  faced  by  large  urban 
areas. 

Our  plan  has  the  support  of  local  businesses  and  civic  leaders, 
including  the  chairnen  of  najor  corporations,  our  Mayor,  and  numerous 
other  leaders  in  Chicago.  This  is  a  well-conceived  and  innovative 
approach  which  I  believe  deserves  the  consideration  of  this 
8uEx:oiinlttee,  particularly  in  light  of  the  proiect's  public/private 
partnership  concept.  For  FYSS  we  are  seeking  $7.5  nillion  in 
construction  assistance  grant  itonies  as  part  of  a  public/private 
partnership.  Actual  operations  of  the  Center  will  come  from  University 
resources. 

In  closing,  Mr.  Chairman,  I  will  tell  you  that  the  themes  of  chance  in 
the  new  Administration  are  well-aligned  with  the  programs  which  will  be 
implemented  by  the  Saint  Xavier  Center.  In  this  context,  the  Center 
has  all  of  the  components  of  infrastructure  improvements,  from  jobs 
created  during  construction,  to  enhancement  of  the  local  tax  and 
employment  bases  following  completion.  With  your  help,  we  can  make  a 
difference  In  our  community. 

Thank  you  for  your  time. 


STATEMENT  OF  JOSEPH  F.  BURKE,  F.S.C.,  PH,D.,  PRESIDENT,  LA  SALLE 

UNIVERSITY 


Introduction 

Mr.  Chairman,  Id  me  begin  by  thanking  you  and  all  of  the  Members  of  your 
Subcommittee  for  providing  me  the  opportunity  to  submit  this  statement  for  the  record. 

I  would  like  to  take  a  moment  to  introduce  you  to  La  Salle  University.  Founded  in 
1863,  La  Salle  University  is  located  near  downtown  Philadelphia,  in  a  community 
characterized  by  racial,  ethnic,  and  socioeconomic  diversity.  The  mission  of  La  Salle  is 
twofold:  in  addition  to  our  primary  objective  of  providing  the  highest  quality  education 
possible  to  our  students,  we  also  have  made  expanding  our  relationship  with  and  contributing 
to  our  urban  community  an  institutional  priority. 

La  Salle  UniversUv*s  CommunitjrJQut reach  Activities. 

To  make  the  greatest  contribution  possible  to  the  economic  and  social  development  of  the 
community  that  surrounds  our  campus,  and  to  increase  the  interaction  between  our  students 
and  faculty  and  the  members  of  this  community.  La  Satie  has  focused  a  significant  amount  of 
resources  on  a  number  of  community  outreach  programs.  A  sample  of  these  initiatives  is 
provided  below. 

•  The  Urban  Studies  and  Community  Services  Center.  The  Urban  Studies  and 
Community  Services  Center  at  La  Salle  is  the  only  center  of  its  kind  in  Philadelphia  - 
and  one  of  only  a  few  in  the  nation  -  that  integrates  community  services  and  academic 
coursework  to  demonstrate  the  results  of  effective  cooperation  between  an  urban 
university  and  the  residents  of  its  neighboring  community. 

•  Campus  Boulevard  Consortium.  The  Campus  Boulevard  Consortium  (CBC)  is  a 
nonprofit  organization  that  was  established  to  promote  neighborhood,  commercial  and 
institutional  revitalization  in  the  "Campus  Boulevard"  community  surrounding  La  Salle, 
and  to  strengthen  relationships  among  its  member  institutions.  La  Sailers  president  has 
been  the  chairma.!  of  the  Consortium  since  its  founding  in  1977. 
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The  USilIc  UniYcrsitv  Small  Business  Dgvelooment  Center 

The  Small  Business  Development  Center  (SBDC)  was  designed  to  provide 
comprehensive  management  assistance  and  services  to  the  small  business  community  in  the 
Philadelphia  area.  The  importance  of  small  businesses  in  job  creation  and  technological 
innovation  is  well  documented.  For  the  past  two  decades,  two-thirds  of  the  nation's  jobs  have 
been  created  within  small  firms.  La  Salle  believes  further  progress  will  depend  upon 
increased  understanding  of  the  organizational  dynamics  of  new  ventures,  new  models  of 
entrepreneurship  education,  and  better  techniques  for  reconciling  the  capital  needs  of  new 
firms. 


Approximately  75  percent  of  SBDC  clients  are  women  or  minorities.  A  key 
component  of  the  SBDC  is  its  "Urban  Small  Business  Outreach  Program,"  through  which  slate 
and  local  community  leaders  are  brought  together  to  examine  and  evaluate  business  activity  in 
relation  to  an  entire  neighborhood  corridor.  Additionally,  the  SBDC  offers  management 
assistance  and  servicing  programs  in  the  following  areas: 

•  Guidance  for  preparation  of  business  plans  for  new  ventures  and  existing 
businesses; 

w  Accounting  and  recordkeeping; 

•  Financial  analysis  and  planning; 

•  Marketing  programs  and  counseling; 

•  Long  range  planning  for  established  firms; 

•  Management  assistance  to  id^jitify  management  problems,  develop  corrective 
measures,  create  alternative  solutions,  and  arrange  for  implementation  and 
follow  up;  and 

•  Government  Procurement  Techniques. 

The  Relationship  between  Education  and  Economic  Succe^ 

As  we  have  developed  and  implemented  community  outreach  and  economic  development 
programs  in  the  neighborhoods  surrounding  our  campus,  we  have  become  increasingly 
cognizant  of  the  link  between  educational  performance  and  economic  success.  Without  the 
necessary  skills  for  productive  employment,  no  amount  of  economic  opportunity  will  result  in 
higher  levels  of  employment  for  our  citizens. 

As  a  result  of  this  connection,  education  reform  efforts  -  designed  to  provide  students 
with  a  higher  level  of  employment-oriented  skills  --  have  received  increasing  attention  among 
educators,  business  leaders,  and  policy  makers.  In  particular,  we  have  recognized  that  our 
Nation's  students  do  not  currently  possess  skills  In  mathematics  and  science  equal  to  students 
in  the  industrialized  nations  that  are  our  strongest  economic  competitors,  and  that  these  skills 
will  become  increasingly  critical  to  our  future  economic  success  as  the  focus  of  our  economy 
shifts  towards  high-technology  industries. 

The  changes  projected  in  the  business  and  industrial  structure  of  the  United  States  will 
alter  job  patterns  considerably  around  the  nation  and  in  Philadelphia.  The  jobs  that  will  be 
created  over  the  next  10  years  will  be  substantially  different  from  those  in  existence  today.  A 
number  of  positions  in  the  lower-skilled  job  categories  will  decline  significantly  or  even 
disappear,  while  positions  in  higher-skilled  professions  will  grow  rapidly.  Overall,  the  skills 
required  for  the  new  economy  will  be  far  more  advanced  than  previously,  with  most  new  jobs 
demanding  more  education  and  higher  levels  of  math,  science,  reasoning  and  language  skills. 
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These  occupational  changes  will  present  a  significant  challenge  for  African  Americans  and 
Hispanics,  who  are  underrepresented  in  the  fastest  growing  professions  and  overrepresented  in 
the  shrinking  job  categories,  and  who  have  historically  performed  less  well  in  math  and 
science  educational  programs.  In  cities  like  Philadelphia,  where  minorities  comprise  a 
growing  percentage  of  the  population,  there  is  an  immediate  and  critical  need  to  overcome 
these  educational  discrepancies  to  revitalize  these  local  economies. 

The  Instifutc  for  Che  Advancement  of  Science  and  Mathematics  Teaching 

To  prqnre  our  students,  as  well  as  the  elementary  and  secondary  school  students  in  our 
community  and  beyond,  for  productive  employment  and  economic  success  in  the  21st  century, 
La  Salle  University  will  undertake  a  comprehensive  effort  to  improve  mathematics  and  science 
teaching  in  the  Delaware  Valley  Region  (Pennsylvania,  New  Jersey  and  Delaware).  The 
Institute  for  the  Advancement  of  Mathematics  and  Science  Teaching  also  will  directly  enhance 
the  economic  condition  of  our  community,  by  providing  training  programs  for  individuals 
seeking  employment  in  the  region’s  growing  technology-based  industries,  including  computer 
and  information  services  firms,  electronics  manufacturers,  chemical  and  environmental 
companies  and  pharmaceutical  and  health-care  related  businesses. 

The  Institute  will  house  an  educational  Resource  Center,  the  Hypermedia  Center,  the 
Advanced  Mathematics  and  Science  Encounters  (AMASE)  Laboratory,  classrooms, 
conference  rooms  and  laboratories.  The  central  element  in  the  overall  plan  is  the  Resource 
Center,  which  will  provide  mathematics  and  science  educational  resources  to  be  used  by 
students,  faculty,  administrators,  and  other  interested  individuals,  both  on-campus  and  in  the 
community  at  large,  including  a  comprehensive  database  of  minorities  and  women  in 
associated  professions  to  serve  as  role  models  and  mentors. 

Specifically,  technical  support  will  be  provided  to  elementary  and  secondary  school 
teachers  throughout  the  region  to  enhance  the  methodologies  and  techniques  used  to  deliver 
mathematical  and  scicfitific  reasoning  courses.  This  objective  will  be  met  by  conducting  in- 
house  workshops  and  seminars  to  demonstrate  and  discuss  specific  lessons  and  will  be 
supplemented  by  a  comprehensive  videotape  library  to  broaden  the  dissemination  of  effective 
teaching  methods.  Further,  the  AMASE  Laboratory,  designed  to  promote  “hands-on" 
learning,  will  be  a  significant  attraction  for  elementary  and  secondary  school  teachers  around 
the  region  who  are  planning  field  trips  for  their  students. 

A  comprehensive  public  information  campaign  will  be  conducted  throughout  the  Delaware 
Valley  region,  to  increase  the  awareness  of  both  students  and  faculty  of  the  educational 
activities  and  resources  available  at  the  Institute.  In  addition,  cable  television  will  be  used  to 
increase  the  Institute’s  reach  and  to  meet  the  needs  of  a  diverse  group  of  individuals  around 
the  region,  ranging  from  elementary  and  secondary  school  teachers  to  business  leaders  and 
professionals,  thereby  broadening  the  impact  of  improved  mathematics  and  science  courses. 

An  important  component  of  the  Institute  will  involve  the  business  community.  As  well  as 
providing  training  programs  for  individuals  seeking  employment  in  the  region’s  growing 
technology-based  industries,  the  Institute  will  sponsor  conferences  and  workshops  focused  on 
motivating  elementary  and  secondary  students  to  excel  in  mathematics  and  sciences,  and  to 
pursue  educational  goals  that  will  lead  to  employment  opportunities  in  industries  which  require 
proficiency  in  the  application  of  scientific  techniques  and  advanced  technologies. 

Finally,  through  the  programs  and  activities  of  the  Institute,  La  Salle  intends  to  build 
upon  the  experience  and  expertise  we  have  gained  through  the  development  of  science 
workshops  for  elementary  and  secondary  school  students  in  the  community  ?jid  the  creation  of 
partnerships  with  a  number  of  school  districts  in  the  Philadelphia  region  to  establish  what  we 
believe  will  be  a  true  model  effort  for  science  and  mathematics  education. 
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The  city  ofHilladelphU 

The  City  of  Philadelphia  is  an  ideal  location  for  the  Advancement  of  Mathematics  and 
Science  Teaching,  a  new  approach  to  mathematics  and  science  education.  Situated  in  a 
recently  developed  high-technology  corridor,  with  a  concentration  of  health  care  and 
information  service  firms,  the  Delaware  Valley  Region  economy  has  a  growing  need  for 
individuals  who  are  well-trained  in  science,  mathematical  reasoning  and  advanced 
technologies. 

Ranked  as  a  leader  in  a  number  of  fields,  Philadelphia  is  one  of  the  first  northern 
industrial  cities  to  have  successfully  made  the  transition  from  an  economy  based  on  heavy 
manufacturing  to  one  oriented  toward  the  delivery  of  technologically-advanced  services.  The 
Greater  Philadelphia  area,  where  one  of  the  nation’s  first  computers  was  built  more  than  40 
years  ago,  today  boasts  a  collection  of  approximately  750  technology- based  companies  -  the 
fifth  largest  concenlrr.tion  in  the  country  -  including  biotechnology,  computer  software, 
information  service  and  electronics  firms. 

By  the  mid-1980s,  high  technology  growth  began  to  have  a  significant  impact  on  the 
regional  economy,  evidenced  by  the  number  of  individuals  employed  in  technology-oriented 
industry.  Based  on  a  1991  survey  of  748  technology-based  companies,  more  than  336,700 
Individuals  arc  employed  by  these  firms.  According  to  many  industry  experts,  the  area’s 
human  resources,  principally  a  high  concentration  of  computer-  and  communications-trained 
employees,  provided  the  impetus  for  the  rapid  development  of  the  advanced  technology 
industry.  Therefore,  there  is  a  constant  need  for  exceptionally  skilled  professionals  who  have 
expertise  in  mathematics,  scientific  reasoning  and  advanced  technologies  to  support  the 
economic  growth  of  these  industries.  This  growth  will,  in  turn,  create  additional  employment 
opportunities  for  individuals  throughout  the  region. 

Bcfluwt  ■  for-reder8l.SMPpgrt 

With  its  focus  on  adult  education,  economic  development,  small  business  assistance, 
and  career  preparation  of  teachers,  the  Institute  for  the  Advancement  of  Mathematics  and 
Science  Teaching  will  play  a  major  role  in  the  economic  development  of  the  Delaware  Valley. 
The  goals  and  mission  of  the  Institute  are  in  keeping  with  national  and  regional  goals  to 
restructure  and  strengthen  American  education  to  meet  the  unique  challenges  of  our  changing 
world  economy.  The  Institute  will  serve  as  a  national  model  that  can  be  replicated  by  other 
institutions  throughout  the  country  for  the  establishment  of  partnerships  among  educators, 
students  and  business  leaders  to  broaden  the  support  of  the  teaching  and  learning  process 
throughout  the  community.  We  are  requesting  $10  million  for  this  project  in  your  fiscal  year 
1995  Commerce,  Justice,  State  and  Judiciary  Appropriations  Bill. 

Again,  thank  you  for  your  interest  and  providing  me  the  opportunity  to  present  testimony. 


STATEMENT  OF  GAIL  L,  WARDEN,  PRESIDENT  AND  CHIEF  EXECUTIVE 
OFFICER,  HENRY  FORD  HEALTH  SYSTEM 

I  am  pleased  to  submit  written  testimony  for  the  record  to  the  Senate  Commerce, 

Justice,  and  State,  (he  Judiciary  and  Related  Agencies  Appropriations  Subcommittee  on 
behalf  of  Henry  Ford  Health  System  in  Detroit,  Michigan.  Thank  you  for  the  opportunity 
you  have  afforded  us  to  share  our  testimony  on  innovative  models  for  urban  community 
development  through  a  comprehensive  approach  to  health  promotion  and  violence  prevention 
in  the  City  of  Detroit. 

Henry  Ford  Health  System  is  one  of  the  nation’s  major  comprehensive  health  systems. 
The  roots  of  Henry  Ford  Health  System  go  back  to  1915,  when  Henry  Ford  founded  Henry 
Ford  Hospital  (HFH)  at  what  was  then  the  edge  of  the  City  of  Detroit.  This  903-bed  tertiary 
care  teaching  and  research  facility  is  now  located  in  the  inner  city,  blocks  from  the  site  of  the 
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1967  civil  disturbances  in  Detroit.  Unlike  many  other  businesses,  the  hospital  leadership 
decided  to  remain  in  the  city.  In  order  to  insure  the  survival  of  the  hospital  at  its  original 
location,  the  Ford  Foundation  granted  $100  million  in  1971,  as  seed  money  for  creation  of  a 
Health  System  which  included  building  comprehensive  ambulatory  care  centers  in  the 
suburbs,  where  the  population  was  growing  with  employed  individuals  and  insured 
households. 

Today,  the  services  of  Henry  Ford  Health  System  (HFHS)  include  disease  prevention, 
diagnosis,  treatment,  research,  education,  medical  equipment,  long-term  and  home  health 
care  services,  and  a  variety  of  financing  products  including  the  largest  health  maintenance 
organization  in  Michigan,  Health  Alliance  Plan,  with  over  450,000  members.  HFHS  offers 
24-hour  emergency  services  in  six  locations.  The  System  provides  about  $38  million  per 
year  in  uncompensated  care,  primarily  at  the  Henry  Ford  Hospital  inner-city  location. 
Thirty-eight  percent  of  HFHS  patients  are  covered  by  Medicare  or  Medicaid. 

Henry  Ford  Health  System  also  serves  Soulheaslem  Michigan  through  two  affiliated 
community  hospitals  (Cottage  Hospital  and  Wyandotte  Hospital  and  Medical  Center),  one 
psychiatric  inpatient  hospital  and  a  major  substance  abuse  facility.  The  System  employs  1000 
group  practice  physicians;  it  includes  a  network  of  ten  non-owned  hospitals  with 
approximately  1,200  affiliated  physicians.  HFHS  offers  both  capitated  and  fee-for-scrvicc 
care,  salaried  and  private  practice  physicians,  as  well  as  owned,  managed,  and  jcint  ventured 
services,  demonstrating  that  a  variety  of  organizational  paradigms  can  be  used  to  meet  the 
variety  of  needs  of  people  in  diverse  communities. 

The  System  receives  over  $30  million  in  annual  research  funding  and  trains  640 
residents  and  fellows  per  year.  Henry  Ford  Hospital  is  a  primary  leaching  hospital  of  Case 
Western  Reserve  University  School  of  Medicine  and  is  also  affiliated  with  University  of 
Michigan  School  of  Medicine.  The  teaching  and  research  missions  help  ensure  that  patients 
will  benefit  from  the  most  recent  advances  of  medical  science. 

The  Henry  Ford  Health  System  is  providing  nationally-recognized  leadership  in  the 
design  and  development  of  the  kind  of  integrated  delivery  structures  envisioned  for  the  future 
of  health  care  under  many  of  the  national  health  reform  proposals.  HFHS  is  a  principal 
participant  in  national  studies  designed  to  document  the  absence  or  presence  of  health  service 
integration,  as  well  as  measure  performance  of  integrated  systems.  HFHS  is  pioneering  the 
adaption  of  total  quality  management  in  physician  practice  and  hosts  a  variety  of  outcomes 
and  clinical  practice  guideline  projects  with  the  American  Group  Practice  Association  and 
others.  HFHS  has  established  a  national  network  of  group  practice  physicians  to  pool 
common  experience  and  build  cost-effective  health  care  strategies  with  total  quality 
management.  The  health  reform  goals  of  increased  primary  care  capacity  are  addressed 
through  an  HFHS  initiative  to  train  and  retrain  physicians  in  urban  family  practice  and 
primary  care,  as  well  as  provide  managed  care  and  lolal  quality  improvement  training  for  the 
salaried  and  private  practice  physicians  currently  serving  HFHS  patients. 

Throughout  its  history,  HFHS  has  placed  a  strong  emphasis  on  the  System’s 
responsibility  for  involvement  with  the  community  it  serves.  The  physical  location  of  the 
HFHS  flagship  hospital  in  an  urban  community  experiencing  economic  hardship  is  a  daily 
reminder  of  the  unique  community  mission  to  which  HFHS  is  called.  The  City  of  Detroit’s 
population  and  economic  base  continues  to  shrink,  and  the  poverty  rale  is  growing.  An 
exodus  of  jobs,  a  shrinking  tax  base  and  high  taxes  have  trapped  Detroit  in  a  downward 
economic  spiral.  The  City’s  current  economic  statistical  report  underscores  the  sobering 
reality:  32%  of  Detroit’s  population  lost  since  1970;  average  per  capita  income  dipping 
below  $10,000;  housing  values  stagnant  at  one-third  of  the  national  median;  and  the  number 
of  manufacturing  businesses  dropping  48  percent  in  a  15-year  period  with  few  replacement 
jobs. 


The  challenges  which  the  City  of  Detroit  faces  today  are  similar  to  those  experienced 
by  other  rust-belt  cities.  Violent  crime  rose  40%  in  Detroit  during  the  1980's,  and 
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residenlial  blight  plagues  Detroit  with  3,707  houses  demolished  in  1991  and  only  356  built. 
Serious  problems  also  persist  in  the  City*s  school  system  which  produces  more  drop-outs 
than  graduates.  Budget  shortages  have  diminished  the  city*s  recreational  facilities,  resulting 
in  eight  community  centers  closed  since  1991,  and  the  elimination  youth  sports  clinics  on 
city  playgrounds. 

Senior  professionals  in  the  Division  of  Pediatric  Emergency  Medicine  at  HFHS  have 
devoted  considerable  time  to  examining  the  trends  in  pediatric  homicide  rates  within  the 
Wayne  County,  Michigan  (i.e,  Detroit  municipality  vs.  the  remainder  of  Wayne  County),  as 
a  prototype  of  other  metropolitan  regions.  The  study  concluded  that  homicides  explain  a 
rapidly  growing  proportion  of  the  total  pediatric  mortality  rate  and  that  guns,  in  particular, 
are  involved  in  a  disproportional  large  number  of  homicide  deaths. 

Violent  and  abusive  behavior  exacts  a  large  toll  on  the  physical  and  mental  health  of 
Americans.  Child  abuse,  spouse  abuse,  and  other  forms  of  intraf^amilial  violence  continue  to 
threaten  the  health  of  thousands  of  American  families.  Homicide  and  suicide  account  for  over 
one-third  of  the  more  than  145,000  injury  deaths  that  occur  in  the  United  States  each  year. 
Homicide  is  the  1 1th  leading  cause  of  death  in  the  United  States,  accounting  for  nearly 
21,000  deaths  in  1987.  Men,  teenagers,  young  adults,  and  minority  group  members, 
particularly  blacks  and  Hispanics,  are  most  likely  to  be  murder  victims.  Most  homicides  are 
committed  with  a  firearm,  occur  during  an  argument,  and  occur  among  people  who  are 
acquainted  with  one  another.  Homicide  rates  in  the  United  States  far  exceed  those  of  any 
other  developed  country. 

It  is  increasingly  clear  that  as  a  nation  we  must  develop  a  concerted  and  coordinated 
public  health  campaign  which  will  address  urban  issues  including  poverty,  drug  and  alcohol 
abuse,  and  working  to  keep  our  families  together.  Through  a  broad-bas^  educational 
approach,  we  must  move  forward  to  reduce  violence  among  children  and  adolescents  by 
leaching  respect  and  concern  for  others  and  skills  such  as  conflict  resolution. 

As  HFHS  responds  to  the  challenges  of  community  service  in  a  poor  and  underserved 
area,  it  is  committed  to  a  broad  agenda  of  health  care  delivery.  Inner  city  residents  are  at 
high  risk  for  poor  health  status,  coupled  with  social  ills  and  poverty.  The  lack  of  primary 
care  and  successful  preventive  care  results  in  high  cost  due  to  care  being  provided  in 
inappropriate  environments  such  as  emergency  rooms.  Ingrained  patterns  of  seeking  care 
only  for  acute  illnesses  in  various  clinics  and  emergency  rooms  exacerbate  inefficient,  poorly 
coordinated  community  health  care  resources. 

In  addition  to  an  integrated  model  for  clinical  services,  HFHS’s  model  of  urban  care 
delivery  strives  to  focus  on  community-oriented  programs  geared  to  health  promotion.  While 
health  systems  are  not  expected  to  become  leaders  in  the  fight  against  the  diseases  of  urban 
blight,  poverty,  violence,  crime,  and  ignorance  -  though  they  participate  in  those  fights  in 
very  tangible  ways  --  HFHS  is  committed  to  a  broad  mission  of  health  delivery:  to  screen 
and  educate  individuals  about  their  personal  health  risks,  help  them  avoid  disease,  and  treat 
them  effectively,  economically,  and  in  a  coordinated,  customer-oriented  fashion  when  it  is 
indicated. 

Prevention  is  a  long  term  and  activist  investment  that  emphasizes  education  and 
recruitment  of  society’s  youngest  members  who  have  the  most  to  gain  from  prevention 
efforts.  There  are  sever^  ways  in  which  HFHS  Is  focusing  on  this  urban  mission: 

*  The  HFHS  Kingswood  Hospital  has  developed  a  program  to  teach  children 
skills  on  how  to  deal  with  conflict.  A  school  principal  from  one  of  the  most 
violent  schools  in  the  country  located  in  Brooldyn,  New  York  was  brought  to 
Detroit  to  speak  to  20J  educators  about  children  and  violence.  Activity  books 
targeted  at  the  6th  grade  levl  have  been  purchased  to  teach  conflict  resolution 
skills.  Over  3,000  books  have  been  distributed  to  local  schools.  A  conflict 
resolution  curriculum  for  the  Maplegrove  Day  Camp  has  been  developed. 
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*  HFHS  has  established  a  model  center  which  provides  inpatient  chemical 

dependency  treatment  for  young  adolescents  between  the  ages  of  12-18  years 
old.  As  part  of  the  Maplegrove  Youth  Treatment  Center,  HFHS  sponsors  a  2- 
week  day  camp  session  for  kids  from  chemically  dependent  homes.  Two 
sessions  are  held  each  summer  which  will  help  60  children  learn  to  cope  with 
the  problem  of  living  with  parents  who  are  chemically  dependent. 

Henry  Ford  Health  System  is  well -positioned  to  assume  both  a  national  and  regional 
leadership  role  in  health  promotion  and  community  advocacy  through  the  establishment  of  the 
"Henry  Ford  Center  for  Integrated  Urban  Health  Care".  HFHS  is  prepared  to  serve  as  an 
urban  demonstration  model  for  innovative  and  diverse  approaches  to  health  care  and  health 
promotion,  established  in  a  managed  care  environment  and  comprised  of  a  clustering  of 
various  strategies  into  ^enters  of  Excellence. 

HFHS’s  proposal  mirrors  and  complements  Mayor  Dennis  Archer's  mandate  to  make 
the  City  of  Detroit  a  National  Center  of  Excellence  for  health  care  services  through  the 
successful  creation  of  the  Detroit  Empowerment  Zone.  Serving  as  a  model  for  replication  in 
Detroit,  the  midwest  region  and  the  nation,  HFHS’s  proposed  Center  for  Urban  Care  can 
demonstrate  key  health  goals  and  objectives  identified  by  the  City  of  Detroit  including 
preventive  health  care  services  for  fragile  seniors;  affordable  health  care  for  uninsured 
working  poor,  children  and  adolescent  services  with  a  focus  on  addressing  basic  needs  such 
as  immunizations,  prenatal  care  and  fitness;  clinical  management  of  chronic  conditions 
among  low  income  and  minority  populations;  conflict  resolution  training  and  community 
health  promotion  advocacy.  Developing  and  testing  various  community  partnerships  and 
linkages  with  multicultural  needs  is  a  key  objective. 

Henry  Ford  Health  System  has  a  number  of  unique  demonstration  programs  aheady  in 
place  or  in  embryo  which  form  a  solid  foundation  upon  which  to  build  expanded  initiatives. 

A  national  pioneer  in  providing  outpatient  care  near  where  people  live  and  work,  26  Henry 
Ford  medical  centers  arc  located  in  17  communities  throughout  Southeastern  Michigan. 
Through  a  network  of  connected  satellite  primary  care  centers,  HFHS  will  expand  access  in  a 
variety  of  urban,  muhicultural  communities. 

The  demonstration  "Henry  Ford  Center  for  Integrated  Urban  Health  Care"  is 
comprised  of  a  number  of  additional  components  geared  to  addressing  the  broad  mission  of 
health  care  delivery  in  multicultural  urban  areas,  including  on-going  research  on  urban  and 
minority  health  and  disease;  advanced  information  management  systems  that  are  the  basis  for 
case  management,  outcomes  measurement  and  the  health  status  of  at-risk  patients;  and  a 
demonstration  of  adolescent  violence  intervention  and  acute  crisis  intervention  through 
school-based  educational  training  programs  and  other  community  advocacy  activities. 

Research  activities  at  Henry  Ford  Health  System  focus  on  real- world,  urban  issues. 
Recently-published  HFHS  research  on  pediatric  mortality  and  trauma  mortality  has  helped 
identify  and  quantify  important  problems  that  can  be  approached  from  a  system  perspective. 
Participation  in  the  National  Cooperative  Inner-City  Asthma  Study,  funded  by  the  National 
Institute  of  Allergy  and  Infectious  Diseases,  helps  identify  factors  that  lead  to  the  high  rate  of 
pediatric  mortality  from  asthma  in  the  community  and  design  successful  interventions. 

Studies  of  minority  chronic  disease  patterns  and  treatment,  trauma,  and  patient  responses  to 
positive  mammogram  results  provide  insight  into  some  of  the  community's  pressing  health 
problems. 

Henry  Ford  Health  System  is  eminently  qualified  to  assume  a  national  and  regional 
leadership  position  through  its  demonstration  Center  for  Integrated  Urban  Health  Care  geared 
to  modeling  the  delivery  of  health  care  to  urban  areas  and  a  comprehensive  action  agenda  for 
urban  health  care  reform. 

In  order  to  proceed,  Henry  Ford  Health  System  will  dedicate  significant  institutional 
resources,  and  is  undertaking  a  major  capital  campaign  to  attract  matching  support  from 
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private  sources.  Henry  Ford  Health  System  is  seeking  a  federal  partnership  to  begin  the  first 
phase  of  the  Center  for  Integrated  Urban  Health  Care. 

We  believe  that  our  proposed  expansion  of  school-based,  community  advocacy 
initiatives  geared  to  violence  prevention  will  be  of  particular  intcrer  to  the  Department  of 
Justice,  Office  of  Juvenile  Justice  and  Prevention,  and  we  therefore  request  up  to  $2  million 
in  pr^ram  funding  for  this  purpose  within  the  FY  1995  Commerce,  Justice,  and  State,  the 
Judiciary  Appropriations  Bill. 

As  we  at  Henry  Ford  Health  System  move  into  the  next  decade  and  the  next  century 
of  health  care  delivery,  we  believe  that  we  have  a  significant  contribution  to  make  to  the 
nation.  By  sharing  the  lessons  wc  have  learned  in  making  the  transition  to  a  regionally -based 
vertically  integrated  health  system  of  collaborating  hospitals,  doctors,  other  health  service 
providers  and  community  leaders,  we  hope  to  be  able  to  encourage  innovation  for  hospitals, 
physicians,  and  medical  centers  across  the  country.  The  “Henry  Ford  Center  for  Integrated 


STATEMENT  OF  DR.  THOMAS  MANION,  PRESIDENT,  ST.  NORBERT 

COLLEGE 

Mr.  Chairman  and  Members  of  the  Subcommittee,  I  am  Dr.  Thomas  Manion,  President 
of  St.  Norbert  College  in  Dc  Perc,  Wisconsin.  1  would  like  to  thank  the  subcommittee  for  the 
opportunity  to  submit  the  following  testimony  on  behalf  of  the  federally  funded  International 
Center  at  St.  Norbert  College. 

The  International  Center  at  St.  Norbert  College  has  been  assisting  small  and  medium 
sized  businesses  throughout  the  State  and  region  since  its  inception  in  1988  by  providing 
programs  and  activities  designed  to  educate  small  businesses  on  economic  opportunities  both  in 
the  United  Stales  and  abroad.  A  1990  survey  conducted  by  the  Survey  Center  at  St,  Norbert 
College  confirmed  a  strong  need  among  the  Wisconsin  business  community  for  continuing 
education  programs  on  topics  related  to  expanding  markets  and  international  trade.  In  response, 
St.  Norbert  College’s  International  Center  began  to  emphasize  programs  in  trade  skills, 
language,  and  culture  for  small  businesses.  The  International  Center  also  provides  Wisconsin 
businesses  with  a  clearinghouse  of  domestic  and  international  market  opportunities.  Some 
recent  activities  and  programs  include: 

•  an  economic  summit  in  1992  featuring  Dr.  Benjamin  Friedman,  Chairman  of  the 
Department  of  Economics  at  Harvard  University  and  Dr.  Barry  Bosworth,  a 
Senior  Fellow  of  Ihc  Economic  Studies  Program  at  the  Brookings  Institute; 

•  creation  of  the  “mentor  program"  designed  to  meet  the  reeds  of  small  and 
medium  sized  businesses  for  information,  counseling  and  training.  The  "mentor 
program"  emphasizes  St.  Norbert’s  commitment  to  assist  small  businesses  expand 
their  export  and  diversification  potential; 

•  a  small  business  seminar  entitled  “Bringing  Your  Products  to  the  World  Market". 
The  seminar  provided  information  and  skills  for  initiating  or  expanding 
international  operations  and  reaching  untapped  global  markets.  A  second  seminar 
on  this  topic  is  currently  underway  at  the  International  Center; 

•  ongoing  discussions  with  the  Wisconsin  Procurement  Institute  concerning  possible 
joint  activities  in  the  field  of  defense  conversion; 

•  an  agreement  with  the  State  of  Wisconsin  in  which  the  International  Center  has 
been  designated  a  State  International  Trade  Office; 

•  seminars  on  the  Nuls-n-Bolls  of  the  export  market  and  on  businesswomen  wishing 
to  enter  the  export  market,  and; 
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•  Strategic  planning  workshops  in  five  locations  around  the  State  designed  to  assist 
Wisconsin  companies  capitalize  on  international  export  opportunities. 

•  i  five  week  study  abroad  seminar  in  Southeast  Asia  by  twelve  St.  Norbcrt  faculty. 
The  group  will  study  the  economies  and  cultures  of  the  Philippines,  Malaysia,  and 
Singapore. 

As  these  programs  demonstrate,  St.  Norbert  College  is  committed  to  assisting  small  and 
medium  sized  businesses  grapple  with  the  fluctuating  economy  and  expand  their  markets. 
Perhaps,  most  importantly,  the  effect  of  these  programs  will  be  the  creation  of  much  needed 
jobs. 


Mr.  Chairman,  small  business-assistance  programs  such  as  the  one  administered  by  the 
International  Center  have  become  even  more  important  in  recent  years  because  of  Defense 
Department  spending  reductions  which  are  reverberating  throughout  the  defense  industrial  base. 
Sniall  businesses  are  seeking  information  on  diversification  and  alternate  applications  for  their 
products  and  technologies.  It  is  important  to  emphasize  thi the  International  Center  is  already 
working  with  the  small  business  community  and,  therefore,  will  be  able  to  react  quickly  to  the 
needs  and  concerns  of  Wisconsin's  businesses  affected  by  defense  spending  reductions. 

Mr.  Chairmari,  I  believe  the  International  Center  is  deserving  of  this  subcommittee's 
support  because  the  programs  and  outreach  efforts  offered  by  the  International  Center  will  serve 
as  a  model  for  other  regions  throughout  the  country.  Universities  and  colleges  will  be  able  to 
look  to  the  program  established  by  the  International  Center  as  an  example  of  how  they  can  work 
within  their  communities  to  assist  local  businesses  to  expand  their  markets  internationally. 

This  subcommittee  was  extremely  supportive  of  the  development  of  the  International 
Center  facility  and  we  at  St.  Norbert  College  are  greatly  appreciative  of  the  commitment  this 
past  support  represents.  I  hope  the  subcommittee  will  continue  to  support  the  business  assistance 
and  export  promotion  programs  at  St.  Norbert  College.  These  programs  will  help  provide  small 
businesses  with  the  expertise  necessary  to  compete  in  the  global  marketplace. 

Thank  you  for  the  opportunity  to  submit  this  testimony. 


STATEMENT  OF  THE  NATIONAL  ASSOCIATION  OF  STATE 
FORESTERS 

The  National  Association  of  State  Foresters  (NASF)  represents  the  directors  of  the  fifty 
State  Forestry  agencies  and  three  territories  (Guam,  Puerto  Rico  and  the  Virgin  Islands). 
NASF's  following  comments  and  recommendations  pertain  to  two  programs  that  are 
important  to  us:  the  U.S.  Small  Business  Administration's  (SBA)  Natural  Resource 
Development  Program  and  the  National  Weather  Service's  (NWS)  Fire  Weather 
Forecasting  program,  which  is  funded  through  the  National  Oceanic  and  Atmospheric 
Administration  (NOAA)  appropriation. 


SDA  Natural  Resource  Development  Pkx>gram 

The  U.S.  Small  Business  Administration's  Natural  Resource  Development  program, 
better  known  as  SBA  Tree  Planting,  is  in  its  fourth  year  of  implementation.  The  program 
has  successfully  accomplished  the  objectives  that  this  committee  has  set  for  it  and  provided 
many  benefits  to  communities  beyond  that  vision.  NASF  is  aware  that  many  in  Congress 
have  been  critical  of  the  program,  arguing  that  the  SBA  doesn't  belong  in  the  tree  planting 
business.  White  we  understand  Congress's  need  to  restrain  spending  in  these  tight  fiscal 
times,  we  encourage  you  to  take  a  close  look  at  this  program;  we  believe  you  will  see  that  it 
warrants  continued  support 

The  program  has  generated  employment  and  incentives  for  small  businesses  across  the 
country.  This  program  does  not  put  the  SBA  in  the  tree  planting  business:  SDA  provides 
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seed  money  to  the  States,  which  they  match  at  a  rate  of  one  and  a  half  to  one.  The  money  is 
used  to  hire  private  contractors  to  plant  trees  on  public  grounds  and  lands.  Trees  are 
purchased  from  the  private  sector.  The  State  Forestry  agencies  have  been  designated  as  the 
iead  agencies  to  administer  this  program  in  almost  every  state,  and  are  enthusiastically 
pursuing  the  program  as  part  of  a  comprehensive  tree  planting  effort.  Beyond  that,  this 
program  has  generated  a  great  deal  of  enthusiasm  for  community  tree  planting  programs 
and  has  mobilized  volunteer  groups  to  get  involved  in  tree  planting  and  care  efforts. 

In  the  first  three  years  (FY  91-93)  of  the  program's  implementation,  approximately  $59 
million  has  been  awarded  to  the  60  states,  Washington,  D.C.  and  Puerto  Rico.  These 
grants  have  generated  more  than  $88  million  in  matching  contributions  from  the  states. 
More  than  15.1  million  tree  seedlings  have  been  planted  in  rural  areas  and  approximately 
831,000  saplings  throughout  cities  and  communities.  Including  the  current  fiscal  year, 
more  than  6,600  projects  have  been  funded  involving  thousands  of  small  businesses 
nationwide. 

On  average,  22  projects  were  funded  in  each  state.  And  since  states  pay  the  administrative 
costs  and  provide  other  matching  funds,  this  program  gives  the  federal  government  a  good 
return  on  its’  investment,  in  addition  to  providing  trees  for  our  communities.  Federal 
funds  are  not  used  for  administrative  costa;  the  total  federal  investment  goes  directly  into 
tree  planting.  In  addition,  states  and  localities  have  in  some  cases  agreed  to  long-term 
care  as  their  part  of  the  cost-share,  so  that  they  develop  long-term  commitments  to  the 
capital  investment  made  with  the  SBA  grant 

This  program  has  been  very  well  received  in  the  states  and  local  communities.  In 
addition  to  generating  jobs,  the  program  has  stimulated  focus  on  community  eftorts  to 
plant  and  care  for  their  neighborhood  trees.  The  program  has  also  complemented  on-going 
efforts  under  the  USDA  Forest  Service's  Urban  and  Community  Forestry  program. 

NASF  recommends  that  the  subcommittee  fund  this  program  at  a  continuing  level  of  $18 
million.  We  are  aware  that  the  authorization  of  this  program  ends  with  Fiscal  Year  1994; 
we  strongly  urge  you  to  extend  the  authorization  for  this  program. 


NWS  Fire  Weather  Forecasting  Program 

NASF  appreciates  the  continuing  support  the  committee  has  given  to  the  National  Weather 
Service's  (NWS)  Fire  Weather  Forecasting  Program.  We  are  also  pleased  to  note  that  the 
Administration  has  seen  fit  to  support  a  modest  appropriation  to  fund  this  small  but 
important  program  as  part  of  the  National  Weather  Service's  base  budget.  State  Forestry 
agencies  have  traditionally  born  principle  responsibility  for  protecting  state  and  private 
forest,  range,  and  watershed  lands  from  wildfire  and  are  also  a  major  partner  in 
assisting  fire  fighting  efforts  on  federal  lands.  Local,  stele,  and  federal  government 
agencies  with  wildland  fire  protection  responsibilities  work  together  under  formal 
cooperative  agreements  to  protect  the  nation’s  wildlands. 

Currently,  the  Fire  Weather  Forecasting  Program  provides  critical  and  specialized 
information  to  a  broad  range  of  federal,  state,  and  local  fire  fighting  organizations  who 
are  integral  partners  to  fire  prevention  and  control  efforts.  These  meteorological  services 
are  also  necessary  for  local  implementation  of  the  federal  Clean  Air  Act  regulations  for 
wildland  smoke  management  programs.  A  third  use  is  for  insect  and  disease  control 
measures.  The  meteorological  information  provided  by  this  program  is  vital  to  protecting 
lives,  property,  homes  as  well  as  important  forests  and  other  ecosystems.  This  program 
has  been  especially  critical  over  the  last  several  years,  when  the  Nation  has  seen  some  of 
the  most  destructive  and  costly  fire  seasons  in  history. 

We  appreciate  the  Administration's  continuing  support  for  this  program,  and  we  recognize 
the  efforts  of  this  subcommittee  In  preserving  this  program  when  it  did  not  receive  similar 
support  from  previous  Administrations.  The  Administration's  budget  recommendations 
for  Fiscal  Year  (FY)  1995  represent  a  continued  and  strengthened  commitment  by  fully 
supporting  within  the  base  budget  full  meteorological  services  to  all  the  partners  involved 
with  fire  wildland  management  and  protection.  The  base  budget  will  allow  State  forestry 
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agencies  to  continue  to  actively  plan  and  provide  the  partner  resources  necessary  in  the 
nation's  wildfire  prevention  efforts;  NA8F  supports  the  Administration's 
rKOiixmflndaliona  for  EY  Iflgi* 

This  committee  is  aware  of  the  National  Weather  Service's  modernization  and 
restructuring  plans.  NASF  supports  these  plans  and  expects  that  it  will  better  allow  the 
NWS  to  meet  future  demands  and  needs.  NASF  is  participating  in  planning  for 
modernization  and  restructuring  in  order  to  ensure  that  the  goal  of  meeting  or  exceeding 
current  levels  of  services  to  Hre  weather  users  is  met.  Population  pressures  and  dramatic 
changes  in  land  use  are  only  two  of  many  factors  that  make  fire  protection  increasingly 
complex.  I  have  recently  returned  from  a  summit  of  agencies  and  groups  that  use  fire 
weather  forecasting  services.  The  need  for  accurate,  up  to  the  minute  weather  information 
has  never  been  higher  with  the  types  and  magnitudes  of  fire  hazards  we  currently  face.  We 
will  work  with  the  other  users  represented  at  this  summit  to  keep  this  subcommittee  up  to 
date  on  those  needs. 


NASF  Budget  Recommendations  -  Fiscal  Year  1995 
Commerce,  Justice,  State,  J udiciaxy  and  Related  Agencies 


SBA  Natural  Resources  Devel. 
(Tree  Planting  Program) 

Notional  Weather  Service 
Fire  Weather  Forecasting 


($  in  thousands) 

Recommended 


Final  Admin.  NASF 

FY‘94  FY '95 

18,000  0.0  18,000 

449  449  600 


STATEMENT  OF  THE  STATE  MARITIME  ACADEMIES,  COLLEGES  OF 
CALIFORNIA,  MAINE,  MASSACHUSETTS,  NEW  YORK.  TEXAS,  AND  THE 
GREAT  LAKES  REGION 

Ha,  the  Presidents  and  Superintendents  of  the  State  Haritlse 
Acadeales/ Col leges  of  California,  Maine,  Massachusetts,  New  York, 
Texas,  and  The  Great  Lakes  Region,  appreciate  the  opportunity  to 
present  our  cosoients  on  the  Departaent  of  Transportation  Maritlne 
Adnlnlstratlon's  (MarAd)  proposed  budget  for  narltlne  education 
and  training.  He  also  look  to  this  Subconnlttee  for,  and  urge 
you  to  nove  forward  on,  Marltlne  Refom.  Marltine  Refon  will 
continue  to  provide  jobs  for  the  young  sen  and  wonen  of  our 
nation. 

He  serve  a  major  segnent  of  the  transportation  Industry  - 
the  maritime  Industry.  This  vast  Industry  is,  contrary  to  many 
reports,  continuing  to  grow  worldwide.  Haterborne  commerce  Is, 
and  will  continue  to  be,  a  necessity. 

The  State  Maritime  Academy  System  is  a  cost  effective 
Investment  In  education,  jobs,  and  our  Ration's  waterborne 
commerce.  He  are  the  prime  recruiters,  trainers,  and  educators 
for  the  total  Maritime  Industry.  He  are  meeting  President 
Clinton's  education  and  training  objectives  by  providing  worker 
training  In  all  segments  of  the  Industry. 

As  contained  In  the  Maritime  Education  and  Training  Act  of 
1980  and  its  predecessor  Acts,  our  Nation's  State  Maritime 
Academies,  with  minimum  Federal  assistance,  provide  education  and 
training  for  jobs  afloat  and  ashore  In  the  Maritime  Industry. 


77-190-M>35 
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Under  this  systss  the  Federal  Governsent  joins  with  the  States 
and  students  in  sharing  costs. 

We  provide  licensed  officers  for  the  deep  sea  fleet,  the 
inland  waterways,  Great  Lakes,  tug  and  barge,  coastal  and  off¬ 
shore  supply.  Ashore  our  graduates  work  in  every  facet  of  the 
industry  ranging  fros  ship  design  to  shipbuilding  and  repair  to 
sarine  insurance,  brokering,  chartering,  freight  forwarding.  Port 
Authorities,  intersodal  and  container  operations,  adniralty  law, 
environmental  protection,  oil  spill  response  and  on  and  on.  We 
have  expanded  our  curriculuss  to  include  the  marine  environment, 
oil  spill  response,  etc.  The  opportunities  for  jobs  are  vast  and 
diversified!  We  are  developing  the  work  force  of  the  future. 

Two  of  our  training  ships  are  dual  purposed  as  troopships  in 
the  RRF.  Expenses  are  cost  effectively  shared  by  the  States  and 
Cadets  (students).  New  York's  training  ship  EMPIRE  STATE  was 
recently  activated  as  a  troopship  to  ferry  troops  from  Mogadishu, 
Somalia  to  Moxobasa,  Kenya.  On  a  related  issue  we  strongly  urge 
your  support  for  replacement  of  California's  training  ship,  the 
last  in  the  inventory  to  bo  replaced.  This  ship,  built  in  1939, 
is  older  than  the  NDRF  ships  currently  being  scrapped.  Her 
continued  useful  service  will  necessarily  soon  come  to  a  close. 

The  State  Maritime  Academies,  even  during  these  recessionary 
times,  have  provided  America's  young  men  and  women  a  first  class 
education  with  over  90%  job  placement  a  few  months  after 
graduation.  Our  cost-effective  method  of  training  is  vital  to 
ensure  that  our  Cadets  meet  the  stringent  requirements  of  Coast 
Guard  safety  regulations.  The  Oil  Pollution  Act  of  1990, 
International  Maritime  Organization  Standards  of  Training, 
Certification  and  Watchkeeping,  the  Wat^v  Resources  Development 
Act  of  1990,  and  the  National  Transportation  Policy  during  a  time 
of  great  environmental  sensitivity.  Your  support  has  further 
allowed  the  State  Maritime  Academies  to  adjust  to  changing  times 
and  to  initiate  new  courses  of  study  providing  a  trained  manpower 
pool  which  fills  jobs  in  growth  areas  of  the  maritime  industry 
such  as  environmental  training,  contingency  planning,  maritime 
management  and  marine  medicine.  In  an  era  when  jobs  are 
critical,  your  support  has  been  an  investment  in  people, 
employment  and  income.  It  is  a  commitment  to  opportunity,  an 
investment  in  tomorrow. 

The  State  Maritime  Academy  concept,  carefully  crafted  by  the 
Congress,  ranging  from  the  training  ship-troopship  concept  to 
shared  training  and  education  expenses,  is  the  most  cost- 
effective  Federal  program  today. 

We  fundamentally  support  the  President's  budget.  However, 
we  are  deeply  concerned  t^at  this  year  the  budget  does  not 
contain  $1.2  million  funding  for  marine  simulators  as  has  been 
previously  authorized  and  appropriated.  This  funding  has  been 
diverted  to  offset  other  Maritime  Administration  costs.  This 
represents  a  10%  cut  and  returns  us  to  the  1987  funding  level. 

Our  plans  for  next  fiscal  year  are  based  on  flat  funding. 

Marine  simulators,  such  as  bridge,  liquid  loading  and 
diesel,  allow  us  to  take  maximum  advantage  of  technology.  Also, 
they  must  continue  to  be  updated.  These  simulators  improve  our 
way  of  learning.  Clearly  other  maritime  nations  understand  this 
as  they  are  already  ahead  of  us  in  this  regard.  In  1990  and 
again  in  1991  MarAd  strongly  supported  funding  assistance  to  the 
State  Maritime  Academies  for  simulators  funded  to  a  total  of  $10 
million  spread  out  over  several  years. 

All  maritime  nations  have  recognized  in  recent  years  that 
old  training  and  qualification  methods  are  becoming  obsolete  with 
the  increased  size  and  complexity  of  modern  commercial  ships.  In 
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tha  United  States  both  the  U.S.  Coast  Guard  and  the  Maritlse 
Adalnistration  are  placing  increased  esphasia  on  sore  forsal, 
structured  training  with  a  particular  esphasie  on  the  use  of 
simulation  in  training  and  assessing  the  skills  of  prospective 
and  serving  licensed  Merchant  Marine  officers. 

In  their  November  1993  study  ("Licensing  —  2000  and 
Beyond”) ,  the  Coast  Guard  makes  a  strong  case  for  the  revision  of 
traditional  standards  of  qualification  for  licensing  and 
upgrading  merchant  marine  officer  licenses,  deemphasizing  the 
importance  of  just  the  numbers  of  days  at  sea  and  placing  greater 
emphasis  upon  realistic  training  and  experience  in  the  more 
challenging  situations  mariners  face  when  they  are  not  alone  on 
the  open  ocean.  The  study  specifically  addresses  the  value  of 
simulator  training  and  its  ability  to  expose  students  and 
officers  seeking  license  renewals  or  upgrades  to  challenging 
situations  which  test  the  skills  required  to  assure  safe 
navigation  under  all  conditions.  It  is  anticipated  that  the  day 
is  near  when  deck  officers  seeking  licenses  or  renewals  will  have 
to  document  a  minimum  number  of  hours  of  recent  simulator 
training  as  well  as  the  traditional  yardstick  of  specified  sea 
tine.  Radar  Simulator  Training  is  already  required  for  the  Radar 
Obser'^er  endorsement  on  deck  officer  licenses  and  it  is  also 
anticipated  that  similar  criteria  will  be  developed  for 
engineering  officers. 

The  potential  risk  posed  to  property,  lives  and  the 
environment  when  officers  navigate  and  operate  the  machinery  of 
today's  large  and  complex  ships  requires  that  they  be  trained  to 
handle  the  many  situations  which  can  arise  and  which  require 
immediate  and  correct  action.  Early  and  continuing  training  in 
those  circumstances  through  realistic  simulation  may  be  the  only 
practice  they  have  before  being  confronted  with  the  real 
situation.  The  aviation  industry  recognized  this  long  ago  and 
has  used  simulation  effectively  to  prepare  pilots  and  cockpit 
crews  to  handle  every  type  of  equipment  and  emergency  situation 
before  they  ever  carry  passengers.  The  maritime  industry  and  its 
training  institutions  can  and  should  do  no  less.  The  investment 
in  simulation  equipment  and  training  is  insignificant  compared  to 
the  catastrophic  damage  of  another  Exxon  Valdez  or  Stockholm- 
Andrea  Doria. 

We  are  also  concerned  that  the  Office  of  Management  and 
Budget  has  earmarked  for  removal  the  language  which  allows  for 
the  funding  for  facility  and  ship  maintenance,  modernization  and 
repair,  acquisition  of  equipment  and  fuel  costa  from  the  proceeds 
of  the  disposal  of  NDRF  ships.  Following  on  from  the  language 
provided  by  the  Congress  the  last  three  years  we  strongly 
recommend  that  this  committee,  as  a  continued  investment  in 
America's  security  and  the  Maritime  Industry,  restore  the 
language  bracketed  for  removal  and  thus  commit  the  funds 
generated  from  the  disposal  of  NDRF  ships  to  support  the  special 
needs  of  the  State  and  Federal  Maritime  Academies.  What  better 
way  is  there  to  use  these  funds  than  for  the  education  and 
training  of  our  Nation's  youth  aspiring  to  jobs  in  the  maritime 
industry? 

Our  most  pressing  need  is  funding  assistance  for  trAlping 
ship  fuel.  We  collectively  require  $1  million  in  fuel  assistance 
each  year.  Lack  of  fuel  funding  assistance  will  impact  on  our 
ability  to  graduate  the  majority  of  our  Nation's  licensed 
officers.  Although  Section  1304(c)(2)  of  the  1980  Federal 
Maritime  Education  and  Training  Act  authorizes  HarAd  to  provide 
fuel  funding,  it  has  taken  special  language  on  an  annual  basis 
for  MarAd  to  do  so. 
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Congress  Mt  this  thm  last  thrss  ysars  by  saKing  funds 

availabls  that  vers  dsrlvsd  fros  ths  sals  of  obsolsts  vssnsls  in 
ths  National  Dsfsnss  Rsssrvs  Plsst  (NDRF)  and  during  Dssert  Stom 
by  adding  an  Bssrgsncy  Supplsssntal  that  allowed  ths  Karitiss 
Adsinistration  to  offset  fuel  costs  fros  unspecified  funding 
available  in  our  budget  lines. 

Under  the  1980  Federal  Naritise  Education  and  Training  Act, 
the  Federal  Govemaent  provides  funding  to  the  State  Maritise 
Acadeaies  for: 

1.  A  training  ship  plus  ship*s  saintenance/ repair  and  fuel 
soney  when  authorized  (Great  Lakes  excluded)  to  allow  our  Cadets 
to  seet  the  Federally  sandated  "sea  tise"  license  requiresents. 

2.  $100  thousand  per  school  for  adsinistration  of  a  State 
Nautical  School  and  up  to  $200  thousand  for  regional  schools, 
i.e..  Great  Lakes. 

3.  Student  Incentive  Paysents  ($250/sonth)  for  students 
accepting  cowiissions  in  the  U.S.  Naval  Reserve/Nerchant  Karine 
Reserve. 

In  terns  of  Federal  expenditures,  the  State  Maritise  Academy 
system  is  our  Nation's  most  cost-effective  system  to  produce 
licensed  officers,  officers  already  noted  by  experience  to  be  in 
short  supply,  a  supply  predicted  to  become  very  short  in  the 
outyears. 

So  that  we  may  cost-effectively  continue  to  serve  and 
provide  an  educated  and  trained  labor  pool  for  our  Nation,  we 
request: 

1.  In  addition  to  the  necessary  expenses  of  operation  and 
training  activities,  continuation  of  the  authorization  of  $1.2 
million  for  payments  to  State  Maritime  Academies  to  acquire  and 
upgrade  maritime  training  simulators  and  thus  meet  new  Federal 
and  International  recpiirements. 

2.  Restitution  of  the  language  in  the  President's  Budget 
recommended  for  deletion  by  the  Office  of  Management  and  Budget 
regarding  the  use  of  proceeds  derived  from  the  sale  and  disposal 
of  National  Defense  Reserve  Fleet  Vessels  for  facility  and  ship 
maintenance,  modernization  and  repair,  acquisition  of  equipment 
and  fuel  costs  necessary  to  maintain  training  at  the  Federal  and 
State  Maritime  Academies. 

We  appreciate  your  past  support  and  trust  and  hope  that  we 
may  continue  to  receive  it  in  the  future.  We  want  to  continue  to 
provide  high  quality  jobs  by  meeting  the  requirements  of  our 
Nation's  Maritime  Industry,  the  recently  ratified  IMO-STCW 
standards,  the  National  Transportation  Act,  the  Water  Resources 
Development  Act  of  1990,  and  the  Oil  Pollution  Act  of  1990.  Mfi 
want  to  continue  to  be  a  cost-effective  contributor  ta  our 
Nation's  economy  and  security.  We  want  to  continue  to  provide 

young  men  and  women  the  skills  to  hold  productive  lobs  in  our 

Nation's  Maritime  Industry  and  thereby  contribute  to  its  econoay. 

We  must  continue  to  provide  hope  to  our  students  in  the  near  term 
and  at  the  same  time  prepare  them  to  seet  the  needs  of  tomorrow. 

We  would  be  pleased  to  assist  you  in  any  studies  you  may 
wish  to  undertake  with  regard  to  the  matters  we  have  raised  and 
would  be  happy  to  have  the  opportunity  to  discuss  our  situation 
with  you  and  your  staff  at  your  convenience.  We  trust  you  will 
give  our  requests  and  our  views  your  favorable  consideration. 


STATEMENT  OF  MATTHEW  P.  FINK,  PRESIDENT,  INVESTMENT  COMPANY 

INSTITUTE 

My  name  Is  Matthew  P.  Rnk,  I  am  President  of  the  Investment  Compafiy 
Institute  (Institute),  the  national  association  of  the  American  investment  company 
industry,  more  commonly  referred  to  as  tf  e  mutual  fund  Industry.^  We  appreciate 
the  opportur>ity  to  submit  testimony  on  FY  i995  Appropriations  for  the  Securities  and 
Exchange  Commission  (SEC). 

At  the  outset,  I  want  to  commerxi  the  Chairman  arKi  the  Subcommittee  for  their 
prior  ef.'orts  to  increase  the  resources  of  the  SEC.  As  you  know,  mutual  funds  have 
become  lr>creasir)gly  important  to  middle  class  Americans  seeking  to  save  and  invest. 
Today,  more  than  38  million  Irxlivlduals,  one  In  every  four  households,  own  mutual 
fund  shares.  Mutual  furxJ  shareholders  have  a  median  household  Iricome  of  $50,000. 
Those  milHor^  of  average  Americans  deserve  vlgllartt  regulatory  oversight  over  mutual 
funds.  That  obfective  can  be  accomplished  only  if  the  SEC  is  funded  adequately. 

Given  the  increasirtg  importance  of  mutual  funds  to  millions  of  Investors,  suffidenl  and 
stable  furxJing  of  the  SEC  should  be  a  priority,  even  in  the  face  of  mounting  derjcit 
reduction  pressures. 

The  effort  to  provide  a  more  stable  source  of  funding  for  the  SEC  began  in  late 
1988.  At  the  direction  of  Congress,  the  SEC  ur>dertook  a  study  to  examine  the 
possibility  of  transforming  the  SEC  from  a  federally  appropriated  to  a  self-funded 
status.  Siftce  the  release  of  that  study  in  January  1^39,  the  Cor^gress  ard  both  the 
Bush  and  Clinton  Administrations  have  attempted  to  implement  a  financing  mechanism 
for  the  SEC  that  would  fully  sustain  the  operation  of  the  SEC  through  user  fees. 

However,  the  effort  to  implement  this  proposal  through  authorizing  legislation  has 
proven  exceedingly  difficuft  due  to  the  complex  requirements  of  the  Budget  Act.  Thus, 
the  subcommittee  has  played  a  pivotal  rolo  in  responding  to  the  financial  needs  of  the 
SEC. 


I  want  to  make  clear  that  the  Institute  and  its  members  support  the  concept  of 
self-funding  for  the  SEC.  Last  year,  the  Institute  offered  its  strong  support  of  H.R. 
2239,  the  Securities  arxJ  Exchange  Commission  Authorization  Act  of  1993,  which 
passed  the  House.  In  other  statements  before  Congress,  the  Institute  has  stressed 
the  need  to  lr»crease  furxJing  for  the  SEC,  especially  for  the  Division  of  Investment 
Management,  which  regulates  the  mutual  fund  industry.  The  Institute  recognizes  that 
the  growth  rate  of  the  mutual  furxJ  industry  will  strain  the  SEC’s  resources.  For  this 
reason,  the  Institute  supports  giving  the  SEC  adequate  financial  resources,  through 
self-funding,  to  provide  effective  regulatory  oversight  of  mutual  funds  to  ensure  that 
they  are  operated  In  a  way  which  continues  to  protect  the  Interests  of  investors. 

The  Administration's  budget  envisions  that  $306.3  million  would  be  provided  to 
the  SEC  without  any  appropriated  funds.  The  Administration's  proposed  funding  level 
would  be  obtained  sol^  from  fee  increases  since  1990  or  new  fees  which  would  be 
deposited  as  offsetting  receipts  against  the  appropriation.  The  President's  proposal 
would  fund  the  SEC  solely  from  these  kweased  or  new  fees  which  irtdude  the 
extension  of  what  has  become  a  70%  increase  in  the  Section  (6)(b)  registration  fee 


1/  The  Investment  Company  InstHute  membersNp  Includes  4,807  op  n-end  Investment  companies 
(mutual  funds),  442  dosed-end  Investment  companies  and  13  sponsors  of  unit  Investment  irusls. 
Mutual  fund  shareholders  of  InstHute  member  companies  have  assets  of  over  S2.1  trVlion. 
representing  approxtmatefy  95%  of  aH  mutual  fund  assets. 
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over  the  last  4  years.  Additionally,  the  President’s  proposal  ir^cludes  four  new 
Increases  In  various  SEC  user  fees.*^ 

As  supportive  as  we  are  of  self-funding,  the  Institute  must  oppose  the 
Administration's  proposed  method  of  implementing  self-funding  for  the  SEC  In  its  FY 
1995  Budget  proposal.  The  President’s  proposal  appee  s  to  be  a  straight  forward  self¬ 
funding  program,  but  that  Is  not  the  case.  Instead,  $^306.3  million  in  fees  are  ia 
addition  1q  an  estimated  $500  million  in  FY  1995  which  is  to  be  collected  under  the 
guise  of  SEC  user  fees,  but  instead  will  be  deposited  into  the  General  Fund  of  the 
Treasury.  To  put  the  Administration’s  proposed  fee  increases  in  context,  since  fiscal 
year  19^,  SEC  fees  have  yielded  about  $1.5  billion  more  in  excess  fees  than  the 
amounts  actually  made  aw-ailable  to  the  SEC.  In  the  current  fiscal  year  alone,  the 
amounts  collected  under  the  provisions  of  permanent  law  would  be  more  than 
sufficient  to  fund  the  SEC’s  operations.  Thus  even  if  the  Appropriations  Committee 
made  no  fee  adjustments  for  FY  1995  and  allowed  Section  (6)Ct.‘  tees  to  return  to  the 
statutory  level  of  1/50  of  one  percent,  the  fees  collected  would  exceed  SEC's  budget. 

True  regulatory  user  fees  are  usually  those  which: 

are  assessed  and  collected  solely  to  cover  the  costs  of  regulatory 
activities; 

are  imposed  upon  those  who  are  In  fact  subject  to  the  spedfied 
regulatory  activity;  and  perhaps  most  Importantly 
are  assessed  and  collected  In  proportion  to  the  regulatory  costs  of 
specified  regulatory  activities. 

Unlike  H.R.  2239,  the  Administration’s  Budget  proposal  provides  no  means  for 
ultimately  bringing  user  fees  and  the  SEC's  funding  requirements  Into  equilibrium.  For 
that  reason,  the  proposal  for  self-funding  In  the  President’s  Budget  violates  the 
concept  of  true  user  fees. 


2/  EeflJyBfi 

t.  Securhles  Act  of  1933 
Fee:  Section  (6){b) 
securflles  registratl^ 
fee. 

2.  Securities  Exchange 
Act  of  1934  Fees: 

Section  31  fees  on  the 
sale  of  an  exchange 
listed  securities. 

3.  Expand  the  Imposition  of 
Section  31  fees  to  over 
the  counter  securities 
transactions. 


existing  Feg 

1  /SO  of  one  (percent 
(Increased  for  one  year 
In  P.L103-121  to  1/29 
of  one  percent) 


1  /300  of  one  percent 


not  applicable 


NeYdP-fi.e 

Continuation  of  increase 
to  1/29  of  one  percent 


1/250  of  one  percent 

1/250  of  one  percent 


4.  Irtcrease  merger  and  lender 
offer  fling  fees  cd- 

lecled  under  Sections 
13(e)(3).  t4(g)(1)(A)(i). 

M(g)(1)(A)0f).  14(g)(2). 

and  14(g)(3)  1/50  of  one  percent  t/29  of  one  percent 

5.  Replace  the  existing  one-time  $150  inveslment  adviser  registration  fee  with  a  new  Initial 
registration  fee  and  an  annual  fee  (based  on  the  volume  of  assets  under  mar»agement)  to  cover 
the  cost  of  195  new  special  Inspectors.  These  fees  shall  be  set  at  a  level  to  yield  not  more  than 
$16.6  mllion. 
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Were  the  Administration’s  Budget  proposal  enacted,  with  its  growing  gap 
between  fees  and  actual  costs  of  regulation.  H  would  have  the  characteristics  of  a  tax 
on  capital  formation,  savings  and  investment;  a  tax  paid  by  38  million  mutual  fund 
shareholders.  Such  a  tax  Is  Inequitable  to  these  millions  of  middle  Income  Americans. 
Mutual  funds  permit  thousands  of  investors  to  pool  their  resources  in  a  fund  which,  in 
turn,  invests  in  a  large  number  of  securities  under  the  supervision  of  a  professional 
Investment  advisor.  The  shareholders  of  the  fund  are  its  owners  and  are  entitled  to  all 
of  its  net  income,  which  consists  of  the  gross  income  generated  by  the  fund’s 
Ifweslments  less  the  fund’s  operating  expenses.  Any  increase  in  Hs  expenses, 
Including  an  Increase  in  fees  paid  to  the  SEC,  directly  impacts  the  net  income  received 
by  fund  shareholders. 

Through  our  support  of  H.R.  2239,  the  industry  has  demonstrated  an 
acceptance  of  temporary  significant  surplus  fees  to  facilitate  the  transition  of  the  SEC 
to  a  self-funding  agency.  This  support,  however,  was  In  anticipation  of  the  SEC 
regulatory  fees,  over  lime,  becoming  true  user  fees  designed  to  pay  for  the  services 
provided. 

We  are  continuing  to  work  with  t  'h  House  and  Senate  authorizing  committees 
to  develop  seif-funding  legislation  which  meets  the  complexities  of  the  Budget  Act,  yet 
does  not  Indefinitely  perpetuate  the  current  excessive  fees  structure.  We  would  hope 
that  the  Congress  will  enact  a  self-funding  mechanism  for  the  SEC  which  will,  in  the 
long  run,  result  in  budget  savings,  while  also  providing  the  SEC  with  the  financial 
support  necessary  to  protect  millions  of  Investors,  including  over  38  million  mutual 
furid  shareholders.  In  the  absence  of  an  authorization,  however,  we  would  ask  that 
the  Administration’s  SEC  request  of  $306.3  million  be  funded  through  the  existing  fee 
structure  at  exislino  fee  levels.  If  there  Is  a  shortfall,  we  urge  that  it  be  made  up 
through  appropriated  funds,  as  has  been  done  for  the  past  several  years. 


STATEMENT  OF  AMBLER  H.  MOSS,  JR.,  DIRECTOR,  NORTH-SOUTH 
CENTER,  UNIVERSITY  OF  MIAMI 

Mr.  Chairman  and  Members  of  the  Subcommittee,  I  genuinely  appreciate  the  opportunity 
to  present  this  statement  for  the  record  to  seek  your  continued  support  in  FY  1995  for  a  unique 
national  resource:  the  North-South  Center  at  the  University  of  Miami. 

At  no  time  in  recent  history  has  the  United  States  had  such  a  great  opportunity  to  make 
a  positive  impact  on  the  process  of  change  in  the  Western  Hemisphere.  In  partnership  with  the 
nations  of  Latin  America,  the  Caribbean,  and  Canada,  our  country  is  exploring  ways  to  Increase 
hemispheric  trade  to  unforseen  levels.  Peace  and  political  reconciliation  have  come  to  Central 
America  after  a  decade  of  strife,  but  many  problems  remain.  In  South  America,  democratic 
governance  is  being  tested  by  corruption,  drug  trafficking,  civil-military  tensions,  and 
fundamental  questions  concerning  the  bidance  of  governmental  powers  and  the  need  for  equal 
treatment  before  the  law.  Hundreds  of  thousands  of  potential  immigrants  from  the  Caribb^ 
and  elsewhere  continue  to  regard  the  United  States  as  an  economic  or  political  haven.  The 
restoration  of  Haiti's  duly  elected  president  is  an  important  goal  for  the  support  of  democracy 
in  the  hemisphere,  but  viable  policy  options  have  been  elusive. 

As  President  Clinton  clearly  recognized  in  inviting  34  Western  Hemisphere  heads  of  stale 
to  the  Summit  of  the  Americas  to  be  held  in  Miami  in  December  1994,  ihti  consequences  of  the 
powerful  forces  of  hemispheric  economic  integration,  immigration,  drug-trafficking,  and 
democratization  reach  into  America's  shops,  factories,  schools,  and  homes,  directly  affecting  the 
American  family. 

The  North-South  Center  is  the  non-govemmentat  embodiment  of  the  hemispheric  agenda 
that  will  be  addressed  at  the  1994  Summit  of  the  Americas  in  Miami.  The  Summit  mirrors 


Ihenwtically  the  Center’s  priority  issues:  Democratization,  Political  and  Social  Change  with 
Equity,  Tr^,  Economic  Growth  and  Sustainable  Development. 

Moreover,  the  North-South  Center  is  the  only  research,  public  policy  studies,  grant- 
nuJdng  institution  and  information  center  that  carries  out  a  full  complement  of  programs  and 
grants  exclusively  devoted  to  finding  practical  policy  options  to  address  the  problems  confronting 
the  nations  of  the  Western  Hemisphere. 

The  occasion  of  the  Summit  is  a  rcvalidation  of  the  North-South  Center’s  core  mission: 
To  promote  better  relations  and  serve  as  a  catalyst  for  change  among  the  United  States,  Canada, 
and  the  nations  of  Latin  America  and  the  Caribbean  by  advancing  knowledge  and  understanding 
of  the  major  political,  social,  economic,  and  cultural  issues  affecting  the  nations  and  peoples  of 
the  Hemi^)here. 

In  its  short  history  of  federal  funding,  the  Center  has  oriented  its  research,  outreach  and 
publication  programs  to  pursue  the  following  overarching  objectives: 

•  Produce  policy-relevant  research  on  important  issues  facing  the  hemisphere. 

•  Establish  the  Center  as  a  catalyst  for  ideas  to  promote  solutions  of  important  Western 
Hemisphere  problems. 

•  Promote  denK>cralic  governance  and  social  change  with  equity  in  the  Americas. 

•  Support,  through  analysis  and  d^ate,  economic  growth  and  development  and  regional 
trade  integration  in  the  Hemisphere. 

•  Expand  and  deepen  institutional  linkages  around  important  hemispheric  issues. 

•  Provide  a  forum  for  the  study  of  environmental  policies  that  promote  sustainable 
development. 

•  Increase  understanding  and  appreciation  of  the  cultural  heritage  and  creative  arts  of  the 
Western  Hemisphere. 

•  Promote  the  study  of  Inter-American  policy  issues  within  a  global  context. 


One  of  the  most  unique,  relevant  and  practical  features  of  the  North-South  Center  is  its 
capability  and  record  of  achievement  in  moving  beyond  recognized  academic  accomplishments 
to  tackle  a  broad  array  of  issues  in  a  manner  of  direct  use  to  policy-maken.  At  the  same  time, 
the  Center  fulfills  its  mandate  as  a  national  resource  on  the  Americas  through  outreach  and 
publications  disseminated  widely  to  the  policy  community.  The  breadth  and  quality  of  its 
publications  on  Inter-American  affairs  remains  unmatched:  Through  the  Journal  of 
Imeramerican  Studies  and  World  ^airs,  North-South:  The  Magazine  of  the  Americas,  the 
Issues  and  Focus  report  series,  the  North-South  Agenda  Papers,  and  other  outlets,  igcluding  its 
publication  of  over  15  scholarly  and  policy-relevant  books  each  year,  the  Center  provides  both 
rapid  and  widespread  dissemination  of  the  products  of  its  research,  conferences  and  studies.  Stilt 
the  only  one  of  its  kind,  INFO-SOUTH,  the  comprehensive,  on-line  database,  provides  instant, 
24-hour  access  tq  the  exploding  volume  of  literature  on  the  region,  and  provides  research 
support  for  work  at  U.S.  government  agencies,  businesses,  and  other  institutions  on  policy- 
related  initiatives. 

One  can  best  appreciate  the  significance  of  the  North-South  Center’s  unique  ability  to 
marry  sound  scholarship  with  policy-relevance  and  practical  alternatives  by  way  of  a  few 
examples  selected  for  their  prominence  on  the  hemispheric  agenda: 

Analysis  of  Pressing  Policy  Issues:  Haiti 

No  recent  issue  on  the  Inter-American  agenda  has  been  as  vexing  as  support  for  democracy  in 
Haiti.  To  contribute  to  a  discussion  of  policy  alternatives  grounded  in  a  serious  analysis  of 
Haiti’s  history,  political  culture,  and  institutions,  the  North-South  Center  commissioned  a  review 
of  the  rm^or  policy  options  by  noted  Caribbeai'ist,  Anthony  Maingot.  Published  as  a  North- 
South  Agenda  paper  in  March  1994,  Maingot’s  policy  essay  has  received  wide  attention  from 
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the  nvyor  media  outlets  as  well  as  policy-makers  In  the  United  States  and  throughout  the 
Caribbean. 

Tradt:  Disigning  the  Architecture  of  a  Western  Hemisphere  Free  Trade  Area 

The  economic  future  of  this  country  depends  on  our  ability  to  compete  effectively  both  at  home 
and  in  global  mark^  —  particularly  in  the  Latin  American  market,  where  the  United  States  sold 
more  exports  than  it  did  to  Japan  or  Germany,  and  to  which  the  rate  of  Increase  in  U.S.  exports 
over  the  past  few  years  has  three  times  as  great  as  that  to  all  other  regions. 

Building  on  sound  economic  policies  and  private  sector-led  growth  and  development  is  a  central 
focus  of  the  North-South  Center’s  programs  on  trade.  In  one  project,  together  with  the  Inter- 
American  Dialogue,  the  University  of  Texas,  and  the  Center  for  Strategic  and  International 
Studies,  the  North-South  Center  hu  sponsored  the  only  major  research  and  outreach  program 
on  Designing  the  Architecture  of  a  Western  Hemisphere  Free  Trade  Area,  a  collaborative 
effort  to  better  inform  policy-makers  on  the  most  rational  and  practical  methodology  to  help 
shape  workabUt  free^  and  fair  regionai  trade  agreements.  Meetings  between  experts  and  high- 
level  government  officials  have  already  been  held  in  Miami  and  Washington,  a  "white  paper" 
report  is  being  prepared  for  wide  dissemination,  and  a  major  research  volume  with  policy 
recommendations  will  be  published  by  the  North-South  Center  in  time  for  the  Miami  Summit 
of  the  Americas  in  December. 

Trade  and  the  Environment 

Nowhere  has  the  North-South  Center  been  more  visible  than  in  helping  to  find  practical 
approaches  to  reconciling  the  need  for  economic  growth  through  trade  with  protection  of 
the  environment  In  the  Americas.  In  collaboration  with  other  research  and  international 
organizations,  the  Center  has  co-sponsored  major  research  and  outreach  initiatives  on  the 
important  nexus  between  trade  and  the  environment. 

A  major  diplomatic  and  research  initiative  with  the  Organization  of  American  States  on 
International  Trade,  the  Environment  and  Sustainable  Development  culminated  in  the  publication 
by  the  North-South  Center  of  Difficult  liaison:  Trade  and  the  Environment  in  the  Americas,  the 
first  book  to  focus  on  the  complex  relationship  between  international  trade  and  the  environment 
in  the  Western  Hemisphere.  U.S.  Secretary  of  the  Interior,  Bruce  Babbitt,  called  the  volume 
of  policy-relevant  essays,  "an  act  of  prophecy  and,  at  the  same  time,  a  magnificent  work  of 
scholarship”  that  would  "light  the  way  regarding  the  conjunction  between  trade  and 
environment." 

A  "White  Paper"  released  in  early  1994  offers  policy-makers  and  practitioners  the  first 
comprehensive  methodology  to  evaluate  the  effects  of  a  free  trade  agreement  on  the 
environment.  In  collaboration  with  the  University  of  Texas,  U.S.  and  Venezuelan  scholars  and 
government  officials,  the  "white  paper"  report.  Free  Trade  and  the  Environment:  A  Prospective 
Analysis  and  Case  Study  of  Venezuela  offers  the  policy  community  an  "off  the  shelf," 
interdisciplinary  methodology  which  can  be  used  to  evaluate  the  potential  effects  of  a  free 
trade  agreement  on  any  Latin  American  or  Caribbean  country  or  region.  This  methodology 
can  be  employed  by  national  governments  before  and  during  formal  free  trade  negotiations  to 
focus  on  certain  areas  of  economic  activity  that  have  potentially  negative  consequences  for  the 
environment  and  which  may  require  qiecific  treatment  in  the  form  of  an  environmental  pact 
attached  to  the  free  trade  agreement.  The  white  paper  has  already  enjoyed  wide  distribution  in 
the  policy  community,  and  the  Center  plans  to  use  the  methodology  to  analyze  other  bilateral 
free  trade  scenarios,  with  the  next  focus  to  be  on  Chile,  a  primary  candidate  for  a  free  trade 
agreement  with  the  United  States. 

Political  and  Social  Change  in  Central  America 

Since  1990,  an  atmosphere  of  negotiation  and  reconciliation  has  supplanted  a  decade  of  armed 
conflict  in  Central  America.  But  the  democratization  process  remains  incomplete  and  precarious. 
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with  high  levels  of  mistrust  among  key  actors  in  the  political  process.  Over  the  past  year,  the 
North-South  Center  has  acted  as  a  catalyst  for  positive  change  In  the  region  by  serving  as  a 
bulwark  and  bridge  in  furthering  poIHkal  dialogue  in  El  Salvador  and  Nicaragua.  In  El 
Salvador,  the  Center  co-sponsored  an  international  conference  on  "Reconciliation  in  Times  of 
Transition,"  a  gathering  of  diplomats,  politicians,  and  former  protagonists  in  El  Salvador's  civil 
war.  Building  on  this  successful  event,  the  Center  then  arranged  a  series  of  meetings  and 
briefings  for  El  Salvador's  principal  candidates  for  the  presidency  with  inRuenUal  academic, 
business,  government,  and  policy  groups  in  Washington  and  New  York.  In  recognition  of  its 
contribution  to  the  process  of  democratization  in  El  Salvador,  the  Center  was  asked  to  send  staff 
as  invited  observers  of  the  March  and  April  1994  presidential  elections,  which  significantly 
advanced  the  process  of  democratic  consolidation  in  El  Salvador.  The  Center  has  played  a 
similar,  behind-the-scenes  role  in  advancing  dialogue  among  Nicaraguans.  In  April  1994,  the 
Center  helped  arrange  and  hosted  a  first-ever  meeting  between  Nicaraguan  exiles  and  officials 
from  the  Department  of  State  and  the  Immigration  and  Naturalization  service  to  begin  informal 
talks  dealing  with  such  sensitive  political  issues  as  the  restoration  of  property  and  the  legal 
framework  for  the  treatment  of  immigrants  and  refugees. 

In  each  of  these  instances,  the  reputation  and  track  record  of  the  North-South  Center  has  enabled 
it  to  perform  as  an  agent  for  positive  change,  serving  as  a  neutral,  honest  broker  in  a  way  that 
other  institutions  simply  cannot. 

Democratic  Governance  and  Economic  Reform 

The  process  of  economic  reform  in  Latin  America  has  been  painful  and  at  times  has  produced 
unintended  consequences  that  pose  serious  challenges  for  democratic  governance.  To  r^ize  the 
full  promise  of  our  Inter-American  neighbors  as  trading  partners  and  consumers  of  our  products, 
it  is  crticial  that  problems  of  social  equity  and  democratic  stability  be  explored  in  a  way  that 
leads  to  sound  policy  options.  Early  in  1994,  the  North-South  Center  made  a  major  contribution 
toward  that  end  with  the  publication  of  Latin  American  Political  Economy  in  the  Age  of 
Neoliberal  Reform,  a  volume  that  is  the  culmination  of  a  project  to  bring  together  the  most 
current  research  available  on  these  topics,  as  produced  by  the  most  distinguished  experts  in  the 
field.  To  assure  the  broadest  possible  dissemination  of  the  intellectual  context  of  this  cutting- 
edge  research,  the  Center  hosted  a  well-attended  book  presentation  at  the  March  1994  meeting 
of  the  Latin  American  Studies  Association,  which  is  the  foremost  organization  of  its  kind.  To 
share  the  book's  findings  with  policy-makers  and  practitioners  in  the  field,  the  volume's  editor 
and  North-South  Center  senior  research  associate,  William  C.  Smith,  has  discussed  it  in  a 
presentation  to  over  30  USIA  public  affain  officers,  as  well  as  in  informal  meetings  with  State 
Department  and  Pentagon  officials  at  the  North-South  Center.  Through  such  activities  the 
Center  continues  to  function  as  a  national  resource  that  produces  research  that  Is  at  once 
scholarly  and  policy-relevant  —  and  which  addresses  issues  affecting  the  lives  and  well¬ 
being  of  U.S.  citizens. 

Whclhcr  it  is  developing  a  methodology  to  assess  the  impact  of  free  trade  on  the 
environment,  supporting  the  planning  and  execution  of  pre-summit  activities,  or  bringing 
disaffected,  polarized  groups  together  by  providing  a  neutral  forum  and  serving  as  a  catalyst  for 
change  in  the  Hemisphere,  the  North-South  Center  remains  on  the  cutting  edge  of  research, 
policy  analysis,  and  outreach  to  strengthen  our  national  security  and  fortify  our  role  in  the 
Hemisphere. 

Federal  funding  has  been  an  important  and,  we  believe,  wise  investment  by  Congress; 
and  the  University  of  Miami  at  large  has  contributed  millions  of  dollars  as  well  to  enhance  the 
reach  and  effectiveness  of  the  Center's  programs.  For  1994,  moreover,  the  University  of  Miami 
has  committed  to  support  Summit  related  activities  before,  during  and  after  the  heads  of  state 
meeting  in  Decemb^.  Together  with  the  University,  prominent  members  of  the  Executive 
Branch  in  the  U.S.,  the  governments  of  Canada,  Latin  America  and  the  Caribbean,  and  private 
sector  organizations,  the  North-South  Center  is  actively  engaged  in  assisting  in  the  planning  of 
the  agenda  for  the  Summit  of  the  Americas,  and  will  be  deeply  involved,  along  with  colleagues 
in  the  Dqpartment  of  State,  the  National  Security  Council  and  elsewhere  in  the  Executive 
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Branch,  in  pre<sumniit  activities,  including  the  first  meeting  ever  of  hemispheric  environment 
ministers  in  October  1994.  Such  activities  confirm  the  federal  investment  in  a  national  resource 
uniquely  positioned  to  provide  support  for  an  historic  event  that  will  appropriately  take  place  in 
Miami,  the  gateway  and  crossroads  of  the  Americas. 

The  federal  government  is  a  vitally  important  source  of  North -South  Center  support,  but 
it  is  by  no  means  the  sole  source.  The  Center  continues  to  achieve  multiplier  effects  through 
co-funding  and  co-sponsorship  of  programs  and  grant  projects  by  other  research  institutions, 
international  organizations,  and  the  private  sector.  In  this  context,  we  deeply  regret  the 
misunderstanding  during  the  1994  appropriations  process,  which  mistakenly  led  to  the  rescission 
of  $1  million  of  funds  that  were  already  obligated  in  our  budget  for  important  research  and 
information  programs. 

To  propel  the  promise  of  the  first  hemispheric  heads  of  state  summit  in  27  years  into 
concrete  actions,  the  U.S.  and  the  nations  of  the  hemisphere  will  need  the  continuity  and 
sustenance  provided  by  the  only  permanent  national  and  international  resource  on  Inter-American 
public  |)olicy  issues.  The  North-South  Center  is  already  engaged  in  the  planning  and  execution 
—  in  conjunction  with  the  U.S.  and  other  governments  —  of  pre-summit  dialogues  and  agenda- 
setting  discussions  to  help  make  the  Summit  of  the  Americas  a  success.  By  the  same  token,  the 
Center  will  be  equally  well-positioned  to  nurture  the  indispensable  follow-up  process  to  bring 
the  Summit's  full  benefits  to  the  citizens  of  the  Americas.  TTius,  it  would  be  most  contradictory, 
and  would  work  at  cross-purposes  v/ilh  U.S.  objectives  in  the  hemisphere,  to  fail  to  provide  full 
support  to  the  programs  and  projects  of  the  North-South  Center. 

Thank  you,  Mr.  Chairman,  for  the  opportunity  to  submit  this  statement  in  support  of  FY 
1995  funding  for  the  North-South  Center. 


LETTER  FROM  STACEY  ROSE-BLASS,  PRESIDENT,  AFGE  LOCAL  1812 

May  3,  1994 


The  Honorable  Ernest  F.  Hollings 
United  States  Senate 

Dear  Chairman  Hollings; 

As  President  of  AFGB  Local  1812,  I  represent  over  3,500  civil 
service  bargaining  unit  employees  at  the  U.S.  Information  Agency. 
For  your  committee,  I  submit  the  following  copies  of  my  testimony 
delivered  to  the  House  Appropriations  Subcommittee  on  Commerce, 
Justice,  State  and  Judiciary  on  Thursday,  April  28,  1994.  My 
testimony  addressed  the  problems  inherent  in  Director  Duf fey's  plan 
to  "reinvent"  the  U.S.  Information  Agency. 

Two  small  points  of  clarification;  1)  Foreign  service  officers  are 
now  also  subject  to  reduction  in  force  (new  legislation  passed  last 
week)  and;  2)  since  the  VOA  Asia  service  already  broadcasts  in 
eight  languages,  I  offered  the  suggestion  that  perhaps  if  a 
"grantee"  status  organization  is  mandated,  the  existing  VOA  Asia 
service  become  the  foundation  for  Radio  Free  Asia.  An  entirely  new 
service,  begun  from  scratch,  would  be  cost  prohibitive. 
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Chairman  Nollohan  Indicated  that  my  testimony  was  excellent  and 
insightful  and  that  his  committee  would  follow-up  on  iny  prepared 
remarks.  I  trust  you  will  find  it  Interesting  as  well. 

Respectfully  submitted, 

Stacey  Rose-Blass 
President  AFGB  Local  1812 


STATEMENT  OF  STACEY  ROSE-BLASS 

Mr.  Chairman: 

I  thank  you  for  the  opportunity  to  address  this  committee  on  behalf 
of  the  more  than  3,500  civil  service  bargaining  unit  employees  at 
the  U.S.  Information  Agency.  As  President  of  AFGB  Local  1812,  I 
have  the  honor  of  representing  some  of  the  most  educated, 
insightful  and  talented  employees  of  the  Federal  Government.  I  wish 
to  set  before  you  Labor's  vision  of  the  future  in  this  agency  in 
accordance  with  the  letter  and  spirit  of  President  Clinton's 
mandate  to  REINVENT  GOVERNMENT. 


At  10:00  a.m.  this  morning  our  Director,  Joseph  Duffey,  addressed 
the  Senate  Subcommittee  on  Commerce,  Justice  and  State,  and  stated 
HIS  plan  to  eliminate  168  positions  in  Broadcasting  and  221 
positions  from  other  programs.  Director  Duffey' s  plan  to  downsize 
and  restructure  USIA  ^BEFORE  implementing  all  other  cost-savings 
measures  mocks  both  the  Administration,  overall  common  sense  and 
the  National  Performance  Review's  directives.  He  ask  for  your 
help  in  encouraging  Director  Duffey  to  initiate  all  other  cost- 
saving  measures,  including  an  Agency  wide  freeze  in  filling  oC 
vacancies  from  outside,  and  reducing  FTEs  by  attrition.  /Defacto 
downgrades  and  other  morale  damaging  aspects  of  Dr.  Duffey' s 
implementation  plan  diminish  the  possibility  of  lasting  success  for 
this  restructuring  effort/. 
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Flatten  the  agency.  Prom  the  Agency's  own  records,  US  I A  has  a 
supervisor  to  enployee  ratio  is  1:4,  in  some  areas  1:2! 
Consolidation  of  Personnel  and  Administrative  offices  at  USIA,  the 
Bureau  of  Broadcasting  and  the  Office  of  Cuba  Broadcasting  would 
eliminate  a  minimum  of  6  (six)  positions  and  reduce  payroll  costs 
by  $500,000.00  (five  hundred  thousand  dollars)  per  year.  At  USIA 
there  presently  exists  two  Labor  Relations  Offices.  in  a 
cooperative  atmosphere  of  Partnership,  a  consolidation  of  offices 
would  reduce  payroll  costs  an  additional  $400,000.00  (four  hundred 
thousand  dollars)  each  year. 

Director  Ouffey  spo)ce  eloquently  of  the  many  programs  within  the 
USIA.  Yet,  the  Wireless  File,  the  CocTq)uter-Lin)ced  News  and 
Information  Service  is  the  Very  service  that  bears  the  brunt  of 
Director  Duf fey's  downsizing  and  restructuring!  His  New 
"Information  Bureau*  plan  has  been  challenged  repeatedly  by  both 
creative  management  officials  and  employees  as  being  so 
inadequately  staffed  that  the  mission  cannot  be  filled.  It  is 
predestined  for  failure  particularly  as  coupled  with  the  morale 
problems  which  will  stem  from  the  now  planned  massive  downgradings . 

Maicing  even  less  sense,  Director  Duffey  plans  to  add  a  near  $100.  ^0 
(one  hundred  thousand  dollar)  a  year  GS-15  OUTSIDB  HIRB  to  head  vet 
ANOTHER  MANAGEMENT  OFFICE,  at  the  Director's  level  no  less!  !  !  Even 
as  employees  agonize  about  opting  for  a  $25,000  (twenty- five 
thousand  dollar)  PERMANENT  buyout.  Several  "outside  Consultants" 
have  also  been  hired  in  a  few  USIA  divisions  and  paid  salaries  of 
up  to  $300,000.00,  PER  PERSON I 

To  ina)ce  ntatters  even  worse,  as  I'm  sure  you  are  aware,  the  FOREIGN 
SERVICE  is  EXEMPT  from  RIFS,  which  creates  additional  layers  of 
unnecessary  management.  In  addition,  the  USIA  Bureau  of  Management 
has  781  (seven  hundred  and  eighty  one)  encumbered  positions  for 
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less  than  9,000  (nine  thousand)  employees  worldwide.  This  does  not 
include  other  supervisors  or  managersMt 

Mr.  Chairman,  we,  AFGB  Local  1812,  have  to  commend  Director  Duffey 
for  his  Attempt  to  respond  to  the  President's  Executive  Order 
establishing  Labor-Management  Partnerships.  But  Partnership  is  not 
meant  to  be  additions  to  existing  red  tape,  or  hurdles  to  decision¬ 
making.  The  employees  represented  by  AFGE  1812  have  contributed  a 
valiant  effort  toward  creating  an  entirely  viable  alternative  to 
Management's  plan,  some  of  which  you  have  before  you  in  the  form  of 
a  streamlining  proposal  which  was  sent  to  0MB  on  January  3rd. 

The  employees  of  the  U.S.  Information  Agency,  of  all  Americans, 
know  the  changing  direction  of  world  events.  /We  must  harmonize 
with  the  vision  and  mission  of  public  diplomacy/.  We  were  probably 
the  first  Americans  to  know  that  the  Cold  War  was  over  and  Berl :n 
Wall  was  falling,  and  we  were  the  first  to  report  on  events  in 
Tiananmen  Square.  We  AS  TAXPAYERS,  recognize  the  need  to 
concentrate  our  budget  domestically,  but  not  at  the  expense  of 
isolating  ourselves  from  the  rest  of  the  world.  Though  USIA's 
stated  mission  is  to  "tell  America's  story  abroad",  we  tell  it 
personally,  through  people  to  people  contact,  as  opposed  to 
government  to  government  relationships.  /Knowledge  is  power,  and 
USIA's  modis  operand!  is  to  spread  knowledge  about  FREEDOM  and 
DEMOCRACY  -  both  crucial  to  the  human  spirit.  Humans  cannot 
survive  or  thrive  without  freedom./ 

We  promote  U.S.  trade  in  the  global  marketplace.  We  export 
American  intellectual  property.  We  nurture  a  Culture  of  Democracy, 
Worker  Rights,  and  Environmental  Protection  in  Emerging  Markets. 
We  contribute  to  the  economic  security  that  UNDERSCORES  our 
stability  at  home  and  abroad.  USIA  should  be  re-tooling  for  the 
future  instead  of  down-sizing  because  of  the  past.  /We  call  upon 
you  to  recognize  that  the  American  public  cannot  be  served,  and 
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these  coomon  goals  cannot  be  attained,  by  Management  or  by  Labor 
alone . / 

The  most  redundant  action  you  could  take  would  be  to  aKcw 
duplications  of  Language  Services  at  VOA  through  NEH  GRANTEES  Uke 
Radio  Free  Asia.  Radio  Free  Asia  WILL  COST  the  American  taxpayers 
a  minimum  of  $30  million.  Radio  Free  Asia  WILL  BB  a  duplication 
eight  languages  currently  broadcast  by  the  Voice  of  America 
Service.  /In  the  Office  of  Cuba  Broadcasting,  a  reorganization 
plan  which  includes  the  elimination  of  20  staff  was  announced  three 
weeks  ago,  completely  bypassing  Partnership  AND  the  traditional 
collective  bargaining  agreement  I / 

Mr.  Chairman  and  members  of  this  committee,  it  is  not  proper,  it  is 
not  right,  it  is  not  in  line  with  the  President's  agenda,  that 
Federal  Government  employees,  especially  at  USIA,  who  strive  so 
hard  to  carry  out  the  functions  and  the  mandate  that  you  yourselves 
legislate,  be  taken  for  granted.  The  Federal  ^^overnment  needs  to 
set  an  example  of  how  humane  and  fair  relations  between  management 
and  labor  CAN  actually  be,  and  how  management  and  labor  working 
together,  can  bring  ad>out  a  better  workplace  and  a  more  efficient 
workforce  at  USIA. 

Thank  you  for  your  time. 
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